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City Manager’s Budget Message and Transmittal of the Proposed Budget for 
Fiscal Year 2012-2013 for the City of Culver City 

 
 
In compliance with the requirements of the City Charter, I present my proposed budget 
for Fiscal Year 2012-2013 for the City Council’s consideration.  
 
Overview 
 
While the United States economy shows signs of slow but steady improvement, local, 
state and federal government agencies continue to grapple with the after-effects of the 
“Great Recession.”  There remain lingering fears that global economic issues, such as 
the instability in Europe, could tilt our own economy back in the wrong direction.  
Unemployment in California remains at double-digit levels, 11% in March versus 12.2% 
a year ago at this time.  The housing market continues to limp along, with little 
improvement in real estate values over the last year.  The State of California, after 
several years of significant budget reductions, still faces a sizable shortfall in expected 
revenues in the current fiscal year, and a multi-billion deficit in the upcoming fiscal year.   
 
Fiscal Year 2011-2012 has proven to be both a year of significant financial progress 
coupled with a more significant loss.  The City completed an arduous negotiations 
process with all six of its bargaining units.  These were ‘landmark’ negotiations in that 
major changes in benefits were instituted that will ultimately save the City millions of 
dollars per year.  This process was a testament to the collaboration between the 
bargaining units and the City, and the recognition on both sides that reducing costs and 
future liabilities was necessary.  Compared to observations of negotiations and labor 
agreements reached in other municipalities, Culver City accomplished substantial 
benefit reforms through this round of negotiations.  The following list is a summary of 
what will be accomplished during the term of the current agreements: 
 

 All employees paying the full amount of the employee pension cost 
o Miscellaneous employees pay 8% of salary 
o Safety employees pay 9% of salary 

 
 Implementation of a Cafeteria Plan for health benefits 

o Conversion to defined contribution benefit 
o City costs are capped; will not grow by more than 4% annually 
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 Reduction of Retiree Medical Benefit for current employees 
o Conversion to defined contribution benefit 
o Lower monthly allowance provided 
o 4% annual growth cap 

 
 Creation of 2nd tier for pension and retiree medical benefits 

 
 Miscellaneous – New Employees 

o 2% @ 60 retirement pension formula calculated on 3-year average 
compensation.  Employees pay 7% of salary towards pension. 

o City to contribute only the statutory minimum towards retiree medical 
benefits ($112/month for 2012) 

 
 Safety – New Employees 

o 3% @ 55 retirement pension formula calculated on 3-year average 
compensation.  Employees pay 9% of salary towards pension. 

o City to contribute only the statutory minimum towards retiree medical 
benefits ($112/month for 2012) 

 
 Implementation of Grandfather Clause for retiree medical 

o Ability to retain long term employees  
 
By enacting fundamental changes to the City’s salary and benefits, these agreements 
will result in an estimated net savings of $3 million in the short term (three to five years) 
and grow each year thereafter. 
 
Unfortunately, any savings achieved through these negotiations were overshadowed by 
yet another action taken by the State of California to shift local resources away.  On 
Wednesday, June 15, 2011, the state legislature passed ABX1 26 ("AB 26") and ABX1 
27 ("AB 27") relating to the dissolution and voluntary continuance of redevelopment 
agencies throughout the state.  These bills were signed by Governor Brown on June 28, 
2011.  On July 18, 2011, the California Redevelopment Association, et al, filed a petition 
for Writ of Mandate and Application for Temporary Stay with the Supreme Court of the 
State of California.  On December 29, 2011, the Supreme Court largely upheld AB 26, 
invalidated AB 27, and held that AB 26 may be severed from AB 27 and enforced 
independently.  This was the worst possible decision for local government.  As a result 
of the Supreme Court's decision, on February 1, 2012, all redevelopment agencies were 
dissolved and replaced by successor agencies established pursuant to AB 26.  Thus 
ended more than a thirty year history of successful redevelopment activities within 
Culver City. 
 
Compounding matters was the amount of support the Redevelopment Agency provided 
to the General Fund.  The Redevelopment Agency provided reimbursement to the 
General Fund for direct staff and overhead (approximately twenty-three full-time 
positions between Agency and Housing operations) as well as for indirect staff and 
programs that provided support to Agency goals.  In all, nearly $7.5 million was 
reimbursed to the General Fund annually.  The City was cognizant of the fact that the 
Agency would eventually reach the end of its legal time limits, and had begun instituting 
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a plan to reduce the support provided to the General Fund over the course of the next 
four to five years.  However, the action by the State implemented this action all at once 
and immediately. 
 
Pursuant to AB 26, the City Council established the City as the Successor Agency to 
the Culver City Redevelopment Agency.  It then created a separate legal entity to 
perform these Successor Agency duties.  The Successor Agency will receive modest 
funding to maintain a small, core group of staff to unwind the affairs of the former 
Redevelopment Agency.  Beyond this, the Proposed Budget recommends the 
elimination of all remaining Agency funded positions.  As of the preparation of this 
Proposed Budget, each affected full-time employee has been offered an alternative 
position within the City.     
 
Over the previous three years, the City has reduced its total workforce by 67 positions 
(a reduction of 10.3%) resulting in an annual savings of approximately $4.5 million.  In 
addition to the position reductions, departments Citywide have significantly reduced 
operating costs.  The Proposed Budget includes further reductions.  However, these 
reductions come nowhere near to closing the gap between recurring General Fund 
revenues and expenditures.  Further reductions to close the gap will not be possible 
without very significant reductions in City staff and services.  As a decision to pursue 
this path would alter the quality of life Culver City residents and businesses have come 
to expect, I am seeking direction from the City Council before proceeding. 
 
Proposed Citywide Budget 
 
The total proposed budget for Fiscal Year 2012-2013 (excluding transfers) is $186.4 
million for all funds.  Comparably, the total expenditures in the Fiscal Year 2011-12  
Adopted Budget (excluding transfers) totaled $216.6 million.  The following graphics 
provide additional information: 
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Citywide revenues (excluding transfers) for the coming Fiscal Year 2012-2013 are 
estimated at $178.4 million.  For Fiscal Year 2011-2012, adopted revenues (excluding 
transfers) totaled $157.7 million.   
 

 
 
 

 
Culver City Fund Groups 
 
In accordance with Generally Acceptable Accounting Principles (GAAP), the City uses 
several fund types where revenues are deposited and expenditures are released.  
Within this transmittal document, the focus is on five of these fund types.  “Enterprise 
Funds” levy user charges for certain types of services where the government’s intent is 
to recover the full or partial cost of the service provided.  “Internal Service Funds” 
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receive their income from charges to other funds in the City.  “Special Revenue Funds” 
are used to account for the proceeds of specific revenues sources that are restricted to 
expenditures for specified purposes.  “Capital Projects Funds” are used to account for 
significant capital acquisition and construction projects separately from other operations.  
The “General Fund” is where general taxes like property and sales taxes are placed and 
where expenditures for many broad operations (like Police, Fire, and Parks) are 
released.  While all funds are subject to economic forces, the General Fund is often the 
fund most subject to economic fluctuation.  This includes reductions in revenues due to 
downturns in the economy.  Also, the General Fund has been, and continues to be, 
subject to state “redirections” or take-aways.  Because of these points, most of the 
comments contained in this message revolve around the General Fund and will be 
addressed last. 
 
ENTERPRISE FUNDS 
 
Refuse Fund  
 
Over the last several years, the Refuse Fund has seen a significant improvement in 
performance.  In Fiscal Year 2003-2004, the fund had an operational deficit of $1.4 
million.  In Fiscal Year 2011-2012, the fund had an operational surplus of over $1 
million.  Financial activity during Fiscal Year 2012-2013 is expected to result in a 
continued operational surplus keeping the fund balance positive.   
 
In Fiscal Year 2010-2011, the Refuse Division of the Public Works Department 
transitioned the long-haul function from in-house to contract.  This process was 
completed in April 2011 and will save the Refuse Fund hundreds of thousands of dollars 
each year in personnel, equipment, and operating costs as well as provide more 
flexibility to manage seasonal and economic demand more efficiently.   
 
With the savings and the income from the sale of surplus equipment from contracting 
out the long-haul function (transportation of refuse from the Culver City transfer station 
to regional landfills), the Refuse Fund will be able to pay off the loans that are currently 
outstanding to the General Fund and Equipment Replacement Fund.  This loan was 
initiated over a decade ago when the Refuse Fund experienced significant cash flow 
issues.  At the end of Fiscal Year 2011-2012, the total outstanding balance of the loan 
will be $779,945 (General Fund is $507,546, and the Equipment Replacement Fund 
balance is $272,399).  
 
In recognition of current economic conditions, the Public Works Department does not 
expect to request any changes to the current refuse rates for Fiscal Year 2012-2013, 
which marks the fourth straight year that rates have not been increased.  Current 
revenue estimates will sufficiently cover Fiscal Year 2012-2013 anticipated expenses.   
 
Transportation Fund 
 
Culver CityBus relies on an unpredictable and complex combination of Federal, State, 
and County funding sources, as well as local farebox receipts, to fund operations.  
Funding from the County is tied to sales tax revenues, so plummeting tax receipts 
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experienced over the last few years have led to much lower allocations.  Funding from 
the State has been erratic as well.  In March 2010, Governor Schwarzenegger signed 
ABx8 6, ABx8 9, and SB70 which enacted the “Gas Tax Swap.”  The originally 
proposed “Gas Tax Swap” bill would have eliminated all state sales tax on gasoline and 
replaced the sales tax with an increased excise tax.  This change would have drastically 
affected local transit agency funding.  Fortunately, the bills evolved and, while the sales 
tax was removed from regular gasoline, sales tax on diesel fuel remains and was 
actually increased by 1.75%.  Further, the bills allocate 75% of the diesel sales tax to 
local transportation agencies.  This insures that local transportation agencies will 
receive a relatively consistent amount of State Transit Assistance (STA) 
funding.  However, there are no guarantees that this will not change again as the State 
confronts its own significant budget deficit.   
 
The voter approved ½-cent sales tax increase (Los Angeles County Measure R) went 
into effect on July 1, 2009.  Culver CityBus received its first allocation in October 2009.  
For Fiscal Year 2012-2013, the Culver City portion of Measure R 20% Operating 
revenue is expected to reach $1.6 million.   
 
In Fiscal Year 2011-2012 the Transportation Department purchased twenty (20) new 
buses.  This purchase was accomplished with the use of various one-time Federal 
capital grant funds.   
 
To better align the delivery of the service to the department from which it operates, the 
proposed budget includes the transfer of the Paratransit program from the Parks, 
Recreation and Community Services Department to the Transportation Department. 
 
For Fiscal Year 2012-2013, there are a number of capital investments planned, as well 
as an increase in service due to the opening of the EXPO station.  There is 
approximately $2.7 million budgeted for a project to upgrade traffic signals throughout 
the City to provide ‘priority’ to approaching buses.  $2.5 million is included for the 
installation of a real-time next bus arrival information system.  These project are funded 
through monies made available by federal sources that can only be used for capital 
improvements.   
 
The overall financial condition of the Transportation Fund has eroded during the years 
of the recession.  Based on the proposed budget, the fund would end Fiscal Year 2012-
2013 with a $1.8 million balance.  This would be the lowest balance in the fund in many 
years.  Without increased funding from federal, State or County sources, the discussion 
of scaling back service levels and costs will need to take place in the near future. 
 
Sewer Fund 
 
In recent years the Sewer Fund’s revenues have covered operating costs, and the fund 
continues to maintain a positive balance.  Based on projected revenues and 
expenditures, it has been determined that the current rates are sufficient to cover the 
Fiscal Year 2012-2013 operating costs and, therefore, staff is not recommending any 
increases in rates for Fiscal Year 2012-2013.  
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The largest operating expense on an annual basis is the payment to the City of Los 
Angeles for the City’s use of the Hyperion Treatment Plant and Los Angeles sewer 
transmission lines.  The primary source of revenue for the Sewer Fund is user charges 
which are billed as part of the property tax bills issued by the County of Los Angeles.   
 
The Sewer Fund continues to fund Capital Improvement Projects to upgrade the City's 
sewer infrastructure.  The Fiscal Year 2012-2013 Proposed Budget includes $3.3 million 
in appropriations for sewer main rehabilitation and pump station upgrades.  The long 
term plan is to increase the capacity of the Fox Hills Pump Station and close the 
Overland and Mesmer Pump Stations.  This will reduce ongoing operating and 
maintenance costs, as well as improve overall system reliability and decrease the 
potential for sewer overflows.   
 
INTERNAL SERVICE FUNDS 
 
Self-Insurance Fund 
 
The Self Insurance Fund (SIF) has had to face a number of significant challenges over 
the past few years, and the Fund’s cash balance has experienced some volatility.  The 
purpose of having a healthy cash balance in the SIF is to safeguard the General Fund 
from taking a significant financial hit resulting from a particularly expensive lawsuit, 
workers’ compensation claim, or a dramatic unforeseen increase in insurance premiums 
(like was seen after 9/11 and hurricanes Rita, Wilma, and Katrina).  Unfortunately, in 
Fiscal Years 2006-2007 and 2007-2008, the City experienced a number of lawsuits that 
significantly reduced the SIF’s available cash balance from approximately $5 million on 
June 30, 2007 to approximately $1.8 million on June 30, 2008.   
 
With strict management and oversight, the fund was able to rebuild the fund balance.  In 
Fiscal Year 2011-2012, expenses are projected to outpace charges by $1 million due to 
a heavier claims experience.  Correspondingly, charge outs to other funds have been 
increased in the Fiscal Year 2012-2013 Proposed Budget.  
 
The General Fund should not absorb the potential impact of a large lawsuit, especially 
in the current economic climate.  Therefore, a financially sound Self Insurance Fund is 
important to the overall fiscal health of the City.   
 
Equipment Replacement Fund 
 
The purpose of the Equipment Replacement Fund is to establish a means of 
accumulating funds for vehicle and equipment replacement costs, communications 
system replacement costs, and technology related replacement costs.  Funding for 
vehicles within the Equipment Replacement Fund continues to be adequate. 
 
In Fiscal Year 2012-2013, five (5) vehicles are scheduled to be replaced and/or 
upgraded using Equipment Replacement funds.  The proposed replacements/upgrades 
include: three (3) fire safety vehicles; and two (2) police safety vehicles.  The total 
replacement amount for vehicles in Fiscal Year 2012-2013 is estimated to be $736,000.  
The total amortization charge to all departments is approximately $1.4 million.  
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SPECIAL REVENUE FUNDS 
 
Proposition A and C Funds 
 
Proposition A and Proposition C are sales tax overrides that were approved by the 
voters of Los Angeles County to fund transportation related activities.  Activities funded 
in the proposed Fiscal Year 2012-2013 budget include the City’s Paratransit Services 
Program (which provides transportation to Culver City residents who are disabled and 
unable to use local fixed route transportation) and eligible operational expenses in the 
Transportation Department.     
 
Grants Fund 
 
The Grants Fund is used to account for various sources of grant revenues received by 
the City.  These include programs and activities such as the Senior Nutrition Program, 
which serves balanced nutritional meals five times a week to seniors - both at the 
Culver City Senior Center and also through the Home Delivered Meal Program; the 
Retired Senior Volunteer Program, which gives older adults and other community 
members diverse volunteer service opportunities while providing a much needed 
contribution to the community; and the La Ballona Creek Bikeway improvement and 
maintenance program, which helps maintain Culver City’s portion of this popular and 
heavily traveled bikeway system.   
 
Section 8 Housing Fund 
 
The City receives funding from the Unites States Department of Housing and Urban 
Development for the purposes of providing rental assistance to individuals that meet 
income and other qualifying guidelines. 
 
Culver City Parking Authority Fund 
 
This fund is currently used to account for the operations of the Cardiff parking structure.  
It is anticipated that more parking assets will be transferred to the Parking Authority in 
the near future.   
 
Successor Agency to the Culver City Redevelopment Agency 
 
The elimination of redevelopment effective January 31, 2012 pursuant to AB 26 also 
brought about the creation of the Successor Agency.  The Successor Agency is a 
separate legal entity, but because it is a financial component unit of the City pursuant to 
Generally Accepted Account Principals (GAAP), it is included in the City’s consolidated 
budget document.  The Successor Agency will receive property tax from the County 
twice per year in order to pay enforceable obligations of the former RDA.  A small 
portion of the funding received, called the Administrative Allowance, will reimburse the 
General Fund for staff time and other associated administrative costs. 
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Culver City Housing Authority 
 
The Culver City Housing Authority is used to account for the former Low/Moderate 
Income Housing funds transferred to the City under the 2011 Cooperation and 
Implementation Agreement.  It is also anticipated that future funding will be provided 
from the Successor Agency from past RDA repayment obligations.  These funds may 
only be used for qualified low/moderate income housing projects identified in the 
Agreement.   
 
Community Improvement Funds 
 
These are funds based on certain agreements entered into between the City of Culver 
City and the former Culver City Redevelopment Agency in Fiscal Year 2010-2011.  
There are no new appropriations proposed for Fiscal Year 2012-2013. 
 
CAPITAL PROJECTS FUNDS 
  
In Fiscal Year 2011-2012, the City continued efforts to address deferred maintenance 
issues identified in two comprehensive assessment studies that were conducted in 
Fiscal Year 2007-2008.  The results of these two studies have been useful to staff to 
clearly identify and quantify deferred maintenance needs and were used in conjunction 
with the existing Pavement Management Master Plan and Sewer Video Analysis and 
Conditions Assessment Report to develop the Fiscal Year 2012-2013 proposed Capital 
Improvement budget.   
  
The total proposed allocation for all Capital Projects in all funds in Fiscal Year 2012-
2013 is $8,515,896 (excluding carryover funds from the prior fiscal year and transfers to 
operating divisions).  The following Source and Uses tables provide a summary of the 
recommended projects:     
 

CIP Funding Sources:  Amount 

Refuse Fund (203)  $100,000  

Sewer Enterprise Fund (204)  $3,300,000  

Art in Public Places Fund (Developer In‐lieu Fees) (413)  $108,250  

Gas Tax Fund (418)  $755,000  

Park Facilities Fund (Developer In‐lieu Fees) (419)  $115,000  

Improvements & Acquisition Fund (General Fund) (420)  $860,000  

Developer Mitigation Fee Funded (420)  $200,000  

Parking Improvement Fund (421)  $250,000  

Grants Capital (423)  $2,459,698  

CDBG‐Capital (428)  $186,948  

Measure R (431)  $181,000  

Total Sources  $8,515,896  
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CIP Uses by Project Type:  Amount 

Street & Alley Improvements  $1,316,844  

Traffic Signal & Lighting Improvements  $771,403  

Bridge Improvements  $1,138,715  

Parking Improvements  $250,000  

Community Improvements  $724,084  

Parks & Park Facilities Projects  $115,000  

Police & Fire Improvements  $30,000  

Sewer Improvement Projects  $3,727,100  

Refuse Improvements  $100,000  

Admin & Other  $342,750  

Total Uses  $8,515,896  
 
For Fiscal Year 2012-2013, staff is recommending that the General Fund transfer 
$500,000 to fund capital projects. 
 
Notable projects in the Proposed Budget include:  $821,000 for Residential Paving; 
$250,000 for new and upgraded parking meters; and $3,727,100 for sewer 
improvements. 
 
Culver City continues to fund capital projects, but the current level of funding falls well 
short of the actual amount needed to sufficiently address the City’s ongoing 
maintenance needs and the amount of deferred maintenance from prior years.  This low 
level of funding is unsustainable and will only increase costs to address deferred 
maintenance down the road.  Going forward, the City will need to significantly increase 
the amount provided for Capital Projects or face mounting costs in the future.   
 
GENERAL FUND 
 
Overview 
 
During the last year before the ‘bubble’ burst (Fiscal Year 2007-2008), total General 
Fund revenues, including significant development related revenues, were over $86 
million.  General Fund revenues for the current fiscal year are projected at $81.1 million.  
Through the end of Fiscal Year 2011-2012, the City will have used approximately $4.85 
million of reserves to make up deficits over the last four fiscal years.   
 
Retirement Costs 
 
While the past year has seen improved performance in the stock market, the significant 
losses experienced by CalPERS are still causing increased employer contribution rates.  
In Fiscal Year 2012-2013, the Non-Sworn employer contribution rate will increase from 
15.08% to 15.95% of salary.  The Sworn employer contribution rate will increase from 
32.5% to 33.22%.  The overall budget for the employer contributions will increase by 
$0.6 million.  CalPERS also provides rate projections out two years in the future.  The 
projected Non-Sworn rates are 16.2% for 2013-2014 and 16.5% for 2014-2015.  The 
projected Sworn rates are 33.7% for 2013-2014 and 34.1% for 2014-2015. 
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Recently, the CalPERS board approved a decrease in the annual earnings assumption 
from 7.75% to 7.5%.  This will lead to an increase employer contribution rates of 3% to 
5% for sworn employees, and 2% to 3% for non-sworn.  CalPERS will phase these 
increases in over two fiscal years, starting in 2013-2014.  These increases are not 
included in the projected rates. 
 
Other Post Employment Benefit Costs (Retiree Medical) 
 
The liability for Other Post-Employment Benefits (OPEB) per Government Accounting 
Standards Board Statement 45 (GASB 45) consists of retiree medical insurance 
premiums, which are currently funded on a ‘pay-as-you-go’ basis.  The City’s audited 
financial statements as of June 30, 2011 reflect a $23 million liability for OPEB.  The 
total liability for current retirees and active employees is over $200 million based on the 
current pay-as-you-go methodology.  Treating this liability like a pension and prefunding 
it would significantly reduce the total liability and is the financially prudent path the City 
has begun.  During Fiscal Year 2011-2012, the City embarked on the first year of a five 
year plan to phase in the pre-funding of the retiree medical.  Based on the completion of 
negotiations, the City was successful in reducing this benefit for the majority of current 
employees (tenured employees were grandfathered) and all new hires.  The City has 
engaged an actuary to re-evaluate the liability based on the new labor agreements.   
 
Deficit Reduction To Date 
 
In the Adopted Budget for Fiscal Year 2010-2011, the City took its first steps at 
significantly addressing the ongoing structural deficit in the General Fund.  Through the 
combination of a retirement incentive program and existing vacancies, 49 total positions 
were eliminated.  The Adopted Budget for Fiscal year 2011-2012, an additional 8 
positions were eliminated, and a total of approximately $1.5 million in recurring costs 
were reduced.  While this was a significant action, it still left very large deficits projected 
for future years due to increasing pension contributions, medical insurance costs, and a 
huge unfunded retiree medical liability.  It was acknowledged during last year’s budget 
discussions that further significant actions would be required, but that ongoing labor 
negotiations needed to be completed.   
 
Subsequent to the adoption of the Fiscal Year 2011-2012 Budget, negotiations with all 
groups were completed.  The success and highlights of these negotiations have already 
been summarized.  At that time, while there remained a projected structural deficit in the 
General Fund, it was a more manageable number that was decreasing over time.  
There was also what seemed a realistic chance that redevelopment would survive in 
some manner. 
 
As previously discussed, the Supreme Court action upholding AB 26 while finding AB 
27 unconstitutional has removed approximately $7.5 million in, what had been for many 
years, recurring revenues.  This may well have been the proverbial “straw that broke the 
camel’s back” in attempting to address the deficit without significantly altering the level 
of City services. 
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A highlight of what this funding covered is as follows: 
 

 24 full-time, dedicated redevelopment and housing positions at an approximate 
cost of $3.3 million. 

 Overhead, rent and other reimbursements of $1.3 million. 
 Portions of various positions throughout City departments that provided some 

level of support to Agency operations or objectives, at an approximate cost of 
$1.7 million. 

 Reimbursement for police overtime, code enforcement, graffiti removal and 
engineering services at $1.2 million. 

 
Even though the funding is eliminated, the majority of these costs do not go away.  
Recognizing the need to eliminate the directly-funded redevelopment positions, but 
attempting to minimize the effect to employees, a two-year retirement incentive was 
offered to targeted positions where it was believed reorganization could occur.  At this 
point, it is anticipated that eleven employees will be taking this incentive.  The vacancies 
created by the incentive, along with existing vacancies due to a hiring freeze, allowed 
for all full-time redevelopment-funded employees to be offered a comparable position 
elsewhere in the organization.   
 
The Proposed Fiscal Year 2012-2013 Budget includes the net elimination of 19 full-time 
positions in the General Fund, as detailed below: 
 

Department Position Title Change 
City Clerk Deputy City Clerk -1 
City Clerk Records Management Coordinator -1 
City Clerk Clerk/Typist RPT +1 
Finance Executive Assistant -1 
IT Chief Information Officer -1 
IT Sr. Computer Programmer -1 
IT Computer Programmer +1 
PR&CS Recreation Manager -1 
Comm Dev Associate Planner -1 
Comm Dev Code Enforcement Analyst -1 
Comm Dev Cultural Affairs Coordinator -1 
Comm Dev Management Analyst -1 
Comm Dev Redevelopment Project Manager -2 
Comm Dev Secretary -3 
Comm Dev Housing Assistant -3 
Comm Dev Housing Supervisor -1 
Comm Dev Sr. Building Inspector -1 
Comm Dev Structural Rehab Specialist -1 
Comm Dev Property Inspector +1 
Public Works Associate Engineer -1 
Public Works Sr. Management Analyst +1 
Public Works Facilities Maintenance Supervisor -1 

  Total -19 
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Some of the positions above are currently vacant or are becoming vacant as a result of 
the retirement incentive.  All non-retiring full-time employees occupying any of these 
positions will be offered a transfer opportunity.   
 
Included in the Proposed Budget document is a summary of all reductions and 
enhancements for each department.  Certain enhancements were required or have 
been recommended as detailed on this summary.  However, the majority of items on 
this list in the General Fund are reductions.  The net reduction to the General Fund 
based on these position eliminations and miscellaneous O&M changes is $1.9 million. 
 
Over the course of the last four years, the General Fund reductions previously 
implemented, and now proposed, total 71 positions or 17.4%.    
 
General Fund Specifics 
 
The following table summarizes the proposed revenue budget for the General Fund for 
Fiscal Year 2012-2013, with comparisons to the adopted budget and estimated 
amounts for Fiscal Year 2011-2012: 
 

(in thousands) Adopted Estimated Proposed 

  2011-12 2011-12 2012-13 

Sales Tax 16,542 17,268 17,700 

Business Tax 10,050 10,050 10,050 

UUT 15,120 15,010 14,925 

Other Taxes 9,917 10,520 11,000 

Licenses and Permits 1,949 2,209 2,093 

Intergovernmental 3,631 3,754 3,701 

Charges for Service 11,705 9,373 7,130 

Fines and Forfeitures 4,100 2,693 3,510 

Interfunds and Transfers In 6,781 6,659 6,651 

Other 824 1,509 4,375 

Total Revenues 80,619 79,045 81,135 

 
Overall, proposed revenues are anticipated to increase by approximately $0.5 million 
compared to the Fiscal Year 2011-2012 Adopted Budget.  However, there is $2.0 million 
in one-time revenue included for the sale of two City-owned properties in Fiscal Year 
2012-2013.  Taking this into account, projected operating revenues for FY 2012-2013 
are lower than Fiscal Year 2011-2012 by approximately $1.5 million.  The following 
table summarizes the main variances between the Adopted Budget for Fiscal Year 
2011-2012 and the Proposed Budget for Fiscal Year 2012-2013: 
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Description 

 Increase/ 
(Decrease) 
from 11-12 

Budget 
(Millions)  

Loss of RDA Reimbursements                  (7.5) 
Increased parking enforcement in the downtown                    0.4  
Increase in projected Sales Tax revenue                    1.2  
Projected overall decrease in UUT revenue                  (0.2) 
Increase transfer from Parking Fund for new meter costs                    0.2  
Full year of Successor Agency staff reimbursement                    1.0  
Decrease in Red Light Revenues                  (1.0) 
Successor Agency reimbursement for former employee 
liabilities 

                   0.5  

Housing Authority reimbursement                    0.5  
Transient Occupancy Tax rate increase                    0.8  
Miscellaneous increases                    1.2  
Pacific Theater contract revenues/expenditures in GF                    1.5  
Total                  (1.5) 

 
The loss of $7.5 million in RDA reimbursements is partially offset by approximately $3.5 
million in projected reimbursement from the Successor Agency and Housing Authority 
($2.0 million) and the revenue associated with the Pacific Theaters agreement being 
accounted for in the General Fund ($1.5 million).  Much of this offset is subject to 
approval by the Oversight Board to the Successor Agency, and review by the County 
and State.  
 
The following table summarizes the proposed expenditure budget for the General Fund 
for Fiscal Year 2012-2013, with comparisons to the adopted budget and estimated 
amounts for Fiscal Year 2011-2012: 
 

(in thousands) Adopted Estimated Proposed 

  2011-12 2011-12 2012-13 

Personnel Costs 67,190 65,866 70,120 

O&M 12,108 12,455 12,348 

Internal Service Fund 
Charges 

3,470 2,904 3,869 

Other/Transfers 700 729 500 

Total Expenditures 83,468 81,954 86,837 

 
The proposed Fiscal Year 2012-2013 General Fund expenditure budget is 
approximately $3.4 million higher than the adopted budget for Fiscal Year 2011-2012.  
The table below summarizes the major variances accounting for this increase: 
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Description 

 Increase/ 
(Decrease) from 

11-12 Budget  

Increase to pre-funding OPEB liability                          0.9 

Increase charges for Self-Insurance Fund                          1.1 
Increase in CalPERS employer rate                          0.6 

Net remaining personnel cost changes due to position 
reductions and new MOU provisions                          0.4 

Decrease in contract legal services 
 

(0.2)

Increase in insurance premium cost (formerly paid by RDA)                          0.2 

Net remaining O&M increases                          0.2 

Increases in Internal Service Fund charges                          0.4 

Reduction in infrastructure investment 
 

(0.2)
    
Total                          3.4 

 
 
The following graph is helpful in understanding the current allocation of resources by 
department: 

 
 
 
Financial Outlook 
 
There is approximately a $5.7 million deficit between revenues and expenditures in the 
Proposed General Fund Budget.  When adjusting out one-time revenues and 
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expenditures, the operating deficit is $7.2 million.  Without other steps being taken 
during the upcoming fiscal year, this deficit will be funded by reserves.   
 
Assuming no further action, the five-year General Fund forecast shows a persistent 
operating deficit of $7 million to $8 million existing in future years even with a modest 
recovery in revenues.  This deficit figure does not include the City making adequate 
investment in its infrastructure. 
 

 
 
Important assumptions in the five-year forecast are as follows: 
 

 Reflects new MOU's for all bargaining groups 
 Incorporates Salary Initiative Ordinance (SIO) increases for current LA City and 

County contracts 
 Reflects 2% SIO Increases for all Safety for 15/16 and beyond 
 Reflects no COLA's for CCEA or CCMG during term of forecast 
 Reflects increase of TOT to 14% 
 Reflects gradual revenue increases of approximately 2.5% per year (no double-

dip) 
 Land sale proceeds from former Fire Station #3 and hillside property in FY 2012-

2013. 
 
Over the last several fiscal years, the City as earlier discussed has implemented 
numerous approaches to reduce the deficit.  With negotiations completed, the 
redevelopment agency eliminated and a slow recovery underway, there are few ‘moving 
parts’ that remain to be evaluated.  It is clear the status-quo forecast above cannot be 
allowed to play out, as the City’s reserves would be completely eliminated.   
 
We now face two clear choices:  reduce costs in ways that begin to dramatically affect 
service delivery to our community  or increase revenues.  As previous budgets have 
highlighted, approximately 80% of General Fund expenditures are employee cost 

2011-12 
Estimate

2012-13 
Budget

2013-14 
Projection

2014-15 
Projection

2015-16 
Projection

2016-17 
Projection

2017-18 
Projection

Beginning Appropriable Fund Balance 42,492 39,583 33,882 26,002 17,429 8,874 896
Total GF Revenues 79,045 79,135 81,037 83,089 85,262 87,519 89,863

Total GF Expenditures (80,484) (84,487) (85,914) (87,835) (89,820) (91,558) (93,132)

OPEB Contribution (770) (1,850) (2,640) (3,520) (3,740) (3,740) (3,740)

Current Net Operating Surplus/Deficit (2,209) (7,202) (7,517) (8,266) (8,298) (7,779) (7,009)

Est. Savings from Two-Tiered Pensions 0 0 138 193 243 301 301

Adjusted Net Operating Surplus/Deficit (2,209) (7,202) (7,379) (8,073) (8,055) (7,478) (6,708)

One-time - Transfers to CIP Projects (700) (500) (500) (500) (500) (500) (500)
One-time - Sale of Property 0 2,000 0 0 0 0 0

Total Net One-time (700) 1,500 (500) (500) (500) (500) (500)

Gross Surplus/Deficit (2,909) (5,702) (7,879) (8,573) (8,555) (7,978) (7,208)

Ending Appropriable Fund Balance 39,583 33,882 26,002 17,429 8,874 896 (6,312)

49.20% 40.10% 30.27% 19.84% 9.88% 0.98% -6.78%

Budget Plus Five-Year Forecast

 Forecast Reflecting Status-Quo with FY 2012-13 as base [in thousands]
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related. 55% of the General Fund budget is dedicated to public safety (Police and Fire 
Departments).  General Fund staffing has been reduced by 13.5% over the last three 
years, and will be reduced further to a total of 17.4% by adoption of this recommended 
budget.  The organization is very close to being as lean as possible given current City 
Council and community expectations.  If the City Council directs to solve the deficit 
primarily with expenditure reductions, it will mean an extreme reduction in staffing,  
many layoffs with no possibility for  placement elsewhere in the organization and 
significant reductions to City services.  It is also hard to contemplate how such 
reductions could occur while holding public safety services harmless. Culver City would 
become a very different place than it is now.   
 
An alternative would be to explore allowing our voters the opportunity to consider 
increasing local tax revenues.  Many cities within California have successfully pursued 
this strategy, including most recently Santa Monica. I am retaining a public opinion 
research firm to examine our community’s attitudes toward this option.    
 
Through the budget process I will seek general direction from the City Council on how 
we wish to proceed in permanently addressing the structural deficit. 
 
Conclusion and Acknowledgments 
 
My second recommended budget still brings further dire financial news, even after all 
our actions to date.  I wish it were otherwise.  There are many cities in a worse position 
than Culver City, but we still have a momentous problem to solve.  As public servants, it 
is our duty to respond especially when it involves difficult decisions.  I am confident that 
working together, the City Council, staff, and the community can successfully address 
these issues.   
 
I continue to be impressed by the care and commitment to this community exhibited by 
both employees and residents.  I would like to thank the City Council for your leadership 
and the commitment you continue to exhibit in ensuring that Culver City enhances and 
maintains its outstanding quality of life .   
 
Respectfully submitted, 
 
 
 
 
John M. Nachbar Jeff S. Muir 
City Manager  Chief Financial Officer 
 


