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EAST LOS ANGELES IFA

PREFACE

This report provides an initial fiscal analysis (IFA) to gauge the feasibility of potential
incorporation of the East Los Angeles community. The Governor’s Office of Planning and
Research (OPR) recommends that a preliminary assessment of incorporation feasibility be
conducted to educate proponents on the fiscal potential for incorporation.*

CAVEATS

By its nature, this report assesses likely impacts and feasibility of incorporation of the East Los
Angeles community to assist the community in considering its governance options. The IFA offers
ways to improve feasibility. The IFA uses conservative, reasonable assumptions to evaluate financial
feasibility and potential impacts on the County and other affected agencies.

The report does not and is not intended to provide a comprehensive analysis of incorporation.
This report is not a substitute for the detailed financial analysis and planning required to process
incorporation. If the community decides to initiate incorporation, Local Agency Formation
Commission (LAFCO) would conduct a comprehensive fiscal analysis (CFA). The IFA identifies
issues requiring further research as part of a formal CFA in the event incorporation is initiated.

CREDITS

The authors extend their gratitude to the many agencies and county departments that provided
planning and financial documents and data used in this report. The Los Angeles County Chief
Executive Office coordinated responses from the various county departments serving East Los
Angeles. Southern California Edison, Sempra and California Water Services Company provided
data on utility usage. Comparison cities provided financial information.

Beverly Burr of Burr Consulting authored the report. Jennifer Stephenson, Cynthia Schuster,
and Alexander Hebert-Brown provided research and data analysis. Enabell Diaz of Hogle-Ireland
prepared maps and conducted GIS analyses.

! Governor’s Office of Planning and Research, .4 Guide to the LAFCO Process for Incorporations, October 2003, p. 10.
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EXECUTIVE SUMMARY

1. EXECUTIVE SUMMARY

This initial fiscal analysis (IFA) gauges the feasibility of potential incorporation of the East Los
Angeles community. Although not required by law, this analysis is recommended by the Governor’s
Office of Planning and Research prior to initiation of incorporation.

The IFA finds that the East Los Angeles community could be financially feasible as a new city.
The IFA has assumed that the new city would not increase taxes or assessments.

The IFA assumes that the County would provide services during the new city’s first three
months, and that the new city would contract with the County for law enforcement, traffic
enforcement and animal control services in subsequent years. The new city would be responsible
for street, parks, recreation, solid waste, land use, economic development, and parking and code
enforcement services. Fire, library, water, wastewater, and education services would not be affected
by incorporation.

Los Angeles County subsidized services to the East Los Angeles community in the base year for
this study—fiscal year (FY) 2005-06. The IFA estimates that East Los Angeles incorporation
would have a positive fiscal effect of about $7 million on the County. Paradoxically, a County
subsidy does not necessarily mean that incorporation is infeasible. The new city’s revenue gains are
not identical to County revenue losses, due to State and local revenue allocation formulas. As a city,
East Los Angeles could choose to reconfigure services in line with comparable cities, such as
Baldwin Park, El Monte, Huntington Park, Lynwood, and South Gate.

In its first full year, the new city would generate $43 million in general fund (discretionary)
revenues and $8 million in road fund revenues in FY 2005-06 dollars. The revenue base in East Los
Angeles is decidedly limited due to extensive tax-exempt land, such as County facilities and
cemeteries, and a relatively small sales tax base. Nonetheless, given the community’s central
location, freeway frontage, and underutilized commercial space, there is potential for Fast Los
Angeles to develop commercial uses that would enhance the future tax base and finance increased
service levels. However, the feasibility of East Los Angeles as a city does not depend on potential
growth.

Municipal service costs could be lower for a new city than the costs reported by the County. In
particular, the County estimated that it spends $24 million on law enforcement. The IFA found that
the new city would pay approximately $13 million for the same service based on per capita costs of
Sheriff contract cities with crime rates comparable to East Los Angeles. The County estimated it
spends $9 million providing street services, but the new city could provide service comparable to the
comparison cities within a $7 million budget. The new city’s park maintenance costs would be lower
than the County estimate if the new city declined to accept responsibility for regional park service.

The community should be cautioned that the IFA findings are sensitive to County cost
estimates, fiscal activity in comparison cities, and decisions affecting fiscal viability that would be
made by the Local Agency Formation Commission, the County Board of Supervisors and the
Legislature.

PREPARED BY BURR CONSULTING 1
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2. INCORPORATION

This chapter discusses the decision-making body that would ultimately decide whether and
under what conditions East L.os Angeles could become an independent city. The chapter describes
key requirements for approval of incorporation, provides a discussion of the steps involved in
incorporation, and offers historical information on past incorporation attempts in East Los Angeles.

LAFCO

LAFCO OVERVIEW

The Los Angeles Local Agency Formation Commission (LAFCO) decides whether to submit an
incorporation proposal to the voters or terminate incorporation proceedings.

In 1964, the Legislature formed a Local Agency Formation Commission (LAFCO) in each
county, including Los Angeles, as a regulatory agency with countywide jurisdiction to discourage
urban sprawl and encourage the orderly formation and development of local government agencies.
Each LAFCO is responsible for coordinating logical and timely changes in local governmental
boundaries, including incorporations of cities, annexations and detachments of territory, formations
of special districts, and consolidations, mergers, and dissolutions of districts, as well as reviewing
ways to reorganize, simplify, and streamline governmental structure. To better inform itself and the
community as it seeks to exercise its charge, LAFCO conducts municipal service reviews (MSRs) to
evaluate the provision of municipal services within the county. FEast Los Angeles was included in
the Gateway area MSR adopted by LAFCO in 2005.

Each LAFCO regulates the boundary changes proposed by other public agencies or individuals
by approving or disapproving such changes, with or without amendment, wholly, partially or
conditionally. Each LAFCO is empowered to initiate updates to the spheres of influence as well as
proposals involving the dissolution or consolidation of special districts and the merging of subsidiary
districts. Otherwise, LAFCO actions must originate as applications from affected constituents,
property owners or agencies.

Los Angeles County LAFCO consists of nine regular members: two members from the Board
of Supervisors, two city representatives, one City of Los Angeles representative, two special district
representatives and two public members (one of which represents the San Fernando Valley
Statistical Area). There are six alternates to the regular members. Commissioners are appointed to
four-year terms.

FISCAL REQUIREMENTS

LAFCO is required by law to make certain findings before submitting incorporation to the
voters. The primary fiscal requirements are:

1) The proposed city’s revenues must be sufficient to provide services, facilities and a
reasonable reserve during the three fiscal years following incorporation (Government Code
§56720),

2 REPORT TO THE EAST LLOS ANGELES RESIDENTS ASSOCIATION
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3)

INCORPORATION

The incorporation a) has no substantial fiscal impact on the county and other agencies, b)
the agencies agree to the transfer, OR ¢) LAFCO finds that negative fiscal effects have been
adequately mitigated (Government Code {56815), and

There should be a similar exchange of revenue and responsibility for service delivery among
the county, the proposed city and other agencies (Government Code §{56815).

CONSIDERATION FACTORS

In considering any proposal, LAFCO is required to consider various factors, including the
following:

1)

2)

3)

4)

The need for organized community services; the present cost and adequacy of governmental
services in the area; probable future needs for those services and facilities; probable effect of
the proposed incorporation and of alternative courses of action on the cost and adequacy of
services and facilities in the area and adjacent areas.

The effect of the proposed action and of alternative actions, on adjacent areas, on mutual
social and economic interests, and on the local governmental structure of the county.

The ability of the newly formed or receiving entity to provide the services which are the
subject of the application to the area, including the sufficiency of revenues for those services
following the proposed boundary change.

The definiteness and certainty of the boundaries of the proposal.®

INCORPORATION PROCESS

There are numerous steps involved in incorporation.

e Initial fiscal analysis: an initial fiscal analysis (IFA) gauges the feasibility of potential
incorporation of the East Los Angeles community. Although not required by law, this
analysis is recommended by the Governor’s Office of Planning and Research prior to
initiation of incorporation.

e Notice of intent to circulate petition: the proponents file with LAFCO intent to
circulate an incorporation petition (Government Code §56700.4(a)).> The LAFCO
Executive Officer then notifies affected local agencies.*

2 Government Code §566068 lists other factors LAFCO must consider.

¥ As an alternative to the petition process, the law provides for incorporation to be initiated by resolution of an affected local agency.
For example, the Rossmoor Community Services District initiated incorporation of the Rossmoor community in 2007, but did so
after a petition process showed community support for the proposal.

* The law defines an affected local agency as any local agency (a city, county, or special district subject to LAFCO jurisdiction) which
contains, or would contain, or whose sphere of influence contains, any territory within a proposal to be reviewed by the commission.
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EAST LOS ANGELES IFA

e Petition drive: the proponents prepare the petition and collect signatures from 25
percent or more of the 33,875 registered voters. The proponents have up to 180 days to
complete this process. Within 30 days of receiving the petition, the LAFCO executive
officer will have it examined by the county elections official (Government Code
§56706(a)) who compares the petition signers with the voters’ register to ascertain the
number of registered voters in the affected area and the number of qualified signers.
(Government Code §56707). If LAFCO determines there are enough valid signatures, it
issues a certificate of sufficiency.

e Application: the proponents submit the petitions, statement of the nature of the
proposal, map and legal description, and the names of up to 3 petitioners/proponents to
LAFCO (Government Code §56652). The LAFCO executive officer may require the
proponents to file additional information at this time.

e Comprehensive Fiscal Analysis: a Comprehensive Fiscal Analysis (CFA) must be
prepared (Government Code §56800). LAFCO will issue a request for proposals from
consultants for the CFA to be prepared, most likely after the proponents pay their fees
and the certificate of filing is completed. Preparing a CFA requires data collection,
substantial analysis and report preparation.

e Proponent-County negotiations: after a preliminary draft of the CFA has been prepared,
the incorporation proponents and the County negotiate fiscal terms and conditions,
typically with LAFCO staff facilitating. If the negotiations do not result in an adopted
agreement, LAFCO develops the fiscal terms and conditions. The CFA is then revised
to reflect the agreed-upon terms and conditions, or those recommended by LAFCO.

e Controller review: Upon CFA completion, any party may request State Controller
review of the CFA for a period of 30 days. The requesting party must pay the
Controllet’s costs of review.

e Executive officer’s report: The executive officer’s report makes recommendations on
the application (Government Code §56665). LAFCO staff prepares the executive
officer’s report at least five days in advance of the LAFCO hearing, and drafts the
resolution making determinations.

e LAFCO hearing: LAFCO holds a hearing at which it decides whether or not to approve
the incorporation and, if approved, any terms and conditions. At the public hearing,
LAFCO’s Commission hears the staff report and testimony of interested parties both
supporting and opposing the incorporation. LAFCO may continue the hearing to a
future date or close the public hearing and act on the proposal.

e Reconsideration: ~ Within 30 days of LAFCO approval, reconsideration by the
Commission may be requested.

e Protest hearing: LAFCO must schedule a protest hearing within 35 days of adopting the

incorporation resolution.
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INCORPORATION

e Flection: After the protest hearing is completed, the election may be scheduled and
must be at least 88 days after the resolution calling the election was adopted.

e Incorporation: Once the election results are certified, typically there is at least a two to
three-month period during which the elected council members hire an interim city
manager and attorney, and the attorney prepares legal documents for the Council to
adopt at its first official meeting.

e Transition period: the County is required to provide services during the first partial
fiscal year after incorporation, and the new city reimburses the net expense over a five-
year period.

RECENT INCORPORATIONS

CALIFORNIA

The most recently incorporated California cities are shown in Table 2-1. Among these, Elk
Grove is the only new city more populous than East Los Angeles.

Table 2-1: Newest Cities in California, 2007

Incorporation attempts in Year Population
Hacienda Heights (Los |City County Incorporated 2007
Angeles) and Castro Valley |Goleta Santa Barbara 2002 30,169
(Alameda) were rejected by [Aliso Viejo Orange 2001 45,037
voters in 2003 and 2002 |[Elk Grove Sacramento 2000 136,318
respectively. Rancho Santa Margarita Orange 2000 49,718

Laguna Woods Orange 1999 18,426

Incorporation  proposals |[Citrus Heights Sacramento 1997 87,017
are being processed currently [Truckee Nevada 1993 16,019
in several communities, Sources: Burr Consulting; California Department of Finance, 2007

including Rossmoor (Orange),
Wildomar (Riverside), San Martin (Santa Clara), and Arden Arcade (Sacramento). Of these, only
Arden Arcade is comparable in size to East Los Angeles.

PREPARED BY BURR CONSULTING 5
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LoS ANGELES COUNTY

Table 2-2: Newest Cities in Los Angeles County, 2007

Of the 88 existing cities in Los Angeles Year Population
County, 75 had already incorporated when |City Name Incorporated 2007
LAFCO was created in 1964. Calabasas 1991 23,652

Malibu 1991 13,748

The most recently incorporated cities in the |Diamond Bar 1989 60,207
County are Calabasas, Malibu, Diamond Bar, |Santa Clarita 1987 177,158
Santa Clarita, and West Hollywood. Among [|West Hollywood 1984 37,653
the newer cities, Santa Clarita and Lancaster are |Agoura Hills 1982 23,340
of comparable size to East Los Angeles. Westlake Village 1981 8,893

La Habra Heights 1978 6,145

Since Calabasas formed in 1991, there have |Lancaster 1977 143,818
been several incorporation attempts. Hacienda |Rancho Palos Verdes 1973 43,092
Heights cityhood was rejected by voters in |Sources: California Dept. of Finance, 2007; Pitt and Pitt, 1997.
2003. Proposed “special reorganization,”

simultaneous detachment from the City of Los Angeles and incorporation as a separate city, was
rejected by voters in 2002 for the San Fernando Valley and Hollywood communities. The Harbor
community had also proposed special reorganization, but proceedings were terminated by LAFCO
because the community was not found to be financially self-sufficient as a city.

EAST LOS ANGELES INCORPORATION

PRIOR INCORPORATION ATTEMPTS

There have been three previous attempts at incorporation in East Los Angeles in 1961, 1963 and
1974.

Both the 1961 and 1963 attempts predated LAFCO, and the application process was minimal
compared to the current procedural requirements. Proponents were required to submit a property
owner petition and a “workable plan,” so fiscal plans for the proposed city were not available for the
1961 and 1963 cityhood attempts.

In 1961, the Citizens Committee to Incorporate East Los Angeles led the first attempt at
incorporation, citing poor conditions and low-quality public services as the driving forces for
cityhood. Notable supporters of incorporation were Supervisor Ernest Debs and the Los Angeles
County Fire Department. Incorporation was opposed by the Whittier Boulevard Businessmen and
the East Los Angeles Property Owners Association.® Voters defeated the measutre in April 1961.
Of the approximately 5,000 votes cast, the ballot measure lost by a mere 321 votes.®

® Macias, Reynaldo F., 1973, pp. 20-23.

® Valdes, Danicl, 1974, p. 2.
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INCORPORATION

In 1963, a member of the 1961 incorporation committee led another incorporation attempt.
The proponents hoped to have more power over locally generated revenues and to use the local
municipal government as a starting point for Mexican-Americans with political aspirations.
However, the incorporation committee suffered from a lack of financial resources and supporters.’
The attempt was unsuccessful at collecting the necessary signatures and incorporation was not
initiated formally.

More recently, in 1974, the Ad Hoc Committee to Incorporate East Los Angeles was formed to
lead incorporation efforts. The benefits of incorporation were seen as self-determination, increased
accountability, enhanced economic growth, and representation in national organizations.® The
measure was rejected by 57 percent of the 5,500 voters in November 1974.

The 1974 attempt was made under LAFCO jurisdiction and the required feasibility study
provides in-depth analysis of the financial needs of the proposed city at the time. The study
concluded that the proposed city was financially viable without property tax revenue. Revenues
were projected to be $4 million (1973 dollars)—37 percent from sales tax, 15 percent from vehicle
license fees and 15 percent from fines and forfeitures. Expenditures were anticipated to be
approximately $3.5 million. Major proposed expenditures were police services (55 percent), street
construction and maintenance (21 percent), and park operations and maintenance (17 percent). The
study compared options for law enforcement service and concluded that an independent police
department was the most cost-effective option due to the relatively high expense of $3.5 million for
contract Sheriff service.

2007 PROPOSAL

The East Los Angeles Residents Association (ELARA) began a cityhood effort in 2007. If the
proponents decide to formally initiate incorporation, their application will provide further specifics
on the nature of the incorporation proposal. For purposes of this IFA, the authors have made the
following assumptions regarding the nature of the proposal.

Boundary

ELARA defined the boundary of the proposed city to include the entire East Los Angeles
unincorporated area. The proposed boundary is shown on Figure 3-2.

City Name
The name of the proposed city is the City of East Los Angeles.

" Macias, Reynaldo F., 1973, pp. 23-26.

& Torres, Esteban, 1973, p. 13.
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EAST LOS ANGELES IFA

Form of Government

The form of government is a general law city with five council members elected at large. The
Council/Manager form of government has been assumed. Under a Council/Manager approach, a
City Manager is responsible for the day-to-day operations of the new city.

Reorganization

The incorporation proposal is assumed to include detachment of East L.os Angeles from certain
County-dependent special districts, with related fund balances, property taxes and responsibilities
transferring to the proposed city. Specifically, the IFA assumes that East Los Angeles would be
detached from the Belvedere Garbage Disposal District, County Road District No. 1, Bella Vista
Recreation and Park District, Montebello Recreation and Park District, and Lighting Maintenance
District No. 1687.

The IFA assumes that East Los Angeles would remain within the bounds of other affected
agencies, including the Consolidated Fire Protection District of Los Angeles County, Central Basin
Municipal Water District, Los Angeles County Sanitation District, Greater Los Angeles County
Vector Control District, and the County Library District.

Effective Date

The IFA authors have assumed the effective date of the incorporation would be April 1, 2009.

Service Levels

To the extent that the County’s estimated costs exceed the IFA estimates of the new city’s
expenditures, one could argue that service levels have been changed. However, the County did not
provide data useful for measuring service levels in East Los Angeles. One cannot conclude from the
information available at this time that the County is effectively spending its funds, and in some
cases, such as law enforcement, it appears that the County’s cost estimates may be overstated.

New Taxes

The IFA does not include new taxes. Proposition 218 requires that any proposals to increase
taxes be approved by voters. The proponents or the new city could propose to increase taxes to
finance increased service levels through a ballot measure. The IFA provides estimates of potential
revenue enhancements, although these are not included in the IFA conclusions as they have not
been proposed or approved.
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3. EAST LOS ANGELES

This chapter provides an overview of the proposed incorporation area and existing municipal
service providers. It also provides statistics on comparison cities used in subsequent chapters to
develop cost and revenue estimates.

East Los Angeles is an unincorporated community located in Los Angeles County. The
community is 7.5 square miles (4,783 acres) in size. The community is bounded by the cities of Los
Angeles, Commerce, Monterey Park, and Montebello. A map depicting the area and key public
facilities is shown on the next page of this report.

POPULATION

Table 3-1: East Los Angeles Population, 2000-2015

There were 126,054 residents in East Los Angeles, according to the |Petiod Population
2000 Census.® Most residents (95 percent) reported their ethnicity as [April 2000 126,054
“Hispanic.” Approximately two-thirds of residents reported they are |FY 03-04 131,313
U.S. citizens. The Census undercounts approximately 10.6 percent of [FY 04-05 132,662
unauthorized Mexican immigrants.”® The IFA has not adjusted for this FY 05-06 132,947
undercount because official rather than actual population estimates are |FY 06-07 133,232
used to allocate a variety of funding streams. FY 07-08 134,108

FY 08-09 134,989

The East Los Angeles population has grown since the 2000 Census. |FY 09-10 135,876
In other cities with comparable density, poverty and ethnicity— [FY 10-11 136,375
Hawthorne, Huntington Patk, Lynwood, and South Gate—population [FY 11-12 136,376
grew annually by 0.79 percent on average between 2000 and 2007, [FY 12-13 137,379
according to official population estimates by the California Department |FY 13-14 137,883
of Finance (DOF). Population growth in East Los Angeles was |FY 14-15 138,389

comparable, as evidenced by 0.84 percent annual growth in high school enrollment in the East Los
Angeles area over the same petiod.™

Future population growth was estimated based on a combination of DOF countywide
projections and the Southern California Association of Governments (SCAG) most recently
adopted projections for the comparable cities.”” Specifically, the SCAG projections were reduced to
adjust for observed growth through 2007 and for subsequently released DOF growth projections.

® The East Los Angeles study area is the unincorporated portion of the following census tracts: 5302.02, 5303.01, 5303.02, 5304,
5305, 5306.01, 5306.02, 5307, 5308.01, 5308.02, 5309.01, 5309.02, 5310, 5311.01, 5311.02, 5312.01, 5312.02, 5313.01, 5313.02,
5315.01, 5315.02, 5316.02, 5316.03, 5316.04, 5317.01, 5317.02, 5318, 5319.01, 5319.02, and 5304 (block 4000).

10 Marcelli and Ong, 2002, p.24.

1 School enrollment data from California Department of Education’s California Basic Educational Data System (CBEDS) was
analyzed for the Garfield, Thomas Riley, Central City Value, and Ramona Opportunity High Schools.

23CAG, Regional Transportation Plan, 2004.
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DEMOGRAPHICS

East Los Angeles is densely populated. The 2000 population density of 16,867 residents per
square mile is nearly double the density of adjacent cities Los Angeles, Montebello and Monterey
Park. East Los Angeles is more densely populated than each of the comparison cities, except
Huntington Park, as shown in Table 3-3.

Incomes are lower in FEast Los Angeles than in adjacent cities. The median household income
was $28,544 (1999 dollars) in East Los Angeles, and $34-40,000 in adjacent cities.

The 27 percent poverty rate in East Los Angeles was higher than in adjacent cities and most of
the comparison cities.

Table 3-3: Demographics in East Los Angeles and Selected Cities, 2000

Population Median Family Home Median
Density Household Poverty Ownership ~ Home
Geographic Area Population  (per sq. mi.)  Income Rate Rate Value % Citizen % Latino
Unincorporated Areas
East Los Angeles 126,054 16,867 $28,544 27% 36% $157,000 64% 95%
Unincorp. Total 987,855 375 na 17% 63% na 79% 53%
Adjacent Cities
Commerce 12,583 1,915 $34,040 18% 27% $158,700 74% 93%
Los Angeles 3,694,834 7,874 $306,687 22% 27% $215,600 73% 47%
Monterey Park 59,933 7,851 $40,724 16% 47% $211,600 7% 29%
Montebello 61,960 7,511 $38,805 17% 26% $195,100 80% 75%
Comparison Cities
Baldwin Park 75,753 11,362 $41,629 18% 61% $144,100 72% 79%
Compton 93,226 9,195 $31,819 28% 56% $135,700 76% 57%
El Monte 116,249 12,164 $32,439 26% 41% $153,100 65% 72%
Hawthorne 83,963 13,849 $31,887 20% 26% $184,800 79% 44%
Huntington Park 61,370 20,251 $28,941 25% 27% $162,700 58% 95%
Inglewood 112,482 12,308 $34,269 23% 36% $170,400 79% 46%
Lynwood 69,899 14,394 $35,888 23% 47% $147,300 68% 82%
Pomona 149,644 6,549 $40,021 22% 57% $134,000 74% 64%
South Gate 96,418 13,085 $35,695 19% 47% $161,400 67% 92%
Source: 2000 Census

There were 31,660 East Los Angeles housing units enumerated by the 2000 Census. Nearly all
of these (30,337 units) were occupied at the time of the Census, and the remainder was vacant.
Although renters occupied the majority (64 percent) of housing units in East Los Angeles, the home
ownership rate in East Los Angeles is higher than in the adjacent cities of Commerce, Los Angeles
and Montebello. Home ownership in Fast Los Angeles is lower than the countywide rate of 48
percent.
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ECONOMY

There are approximately 22,457 jobs at employer sites in East Los Angeles, as of mid-2007.

Job concentration varies substantially across communities, with some more commercial in
nature and others primarily bedroom communities. There were 1.3 jobs per housing unit in the
County as a whole, but only 0.9 jobs per housing unit in the unincorporated areas.”® The job-
housing ratio in East Los Angeles was 0.7. By comparison, there were 15 jobs per housing unit in
Commerce, 1.3 in Montebello, 1.4 in Monterey Park, and 1.3 in the City of Los Angeles. The job-
housing ratio in the comparison cities varies from 0.7 in Hawthorne to 1.4 in Pomona.

Table 3-4: Job Concentration, 2000

Another measure of job concentration is Job- Employment
employment density or, in other words, the ratio Housing Density
of jobs to land area (measured in square miles). |Geographic Area Ratio  (per sq. mi.)
Employment density does not take into account |Countywide 1.3 1,009
the amount of land in each jurisdiction that is |Unincorporated Areas
zoned for commercial and related uses, rather East Los Angeles 0.7 2,861
simply the total land area. In Los Angeles Unincorp. Total 0.9 93
County, the countywide employment density was [Adjacent Cities
1,009 jobs per square mile in 2000, as shown in Commerce 15.1 7,542
Table 3-4.* In the incorporated areas, there were Los Angeles 1.3 3,529
2,691 jobs per square mile. By comparison, Monterey Park 1.4 3,627
unincorporated areas had 93 jobs per square mile, Montebello 1.3 3,026
due to the extent of open space and low-density |Compatison Cities
uses in outlying unincorporated areas. Baldwin Park 1.0 2,453

Compton 1.3 2,960

In East Los Angeles, there were 2,861 jobs El Monte 1.3 3,756
per square mile, which is higher than the overall Hawthorne 0.7 3,367
employment density in several cities. In adjacent Huntington Park 11 5,333
cities, the employment density is higher, Inglewood 0.8 3,353
particularly in Commerce and Monterey Park. Lynwood 0.9 2,577
Although the City of Los Angeles employment Pomona 1.4 2,255
density is higher than FEast Los Angeles, it is South Gate 0.9 2,734
unknown what the employment dCI’lSity is in the [Sources: U.S. Bureau of Labor Statistics' Quarterly Census of
adjacent communities of Boyle Heights, Lincoln LEmployment and Wages; Census Bureau

B Job-housing ratios are the ratio of estimated jobs to occupied housing units in 2000. The number of jobs in 2000 is estimated as
the number of workers whose primary job was located in a particular jurisdiction, with an additional increase of two percent to reflect
the countywide total number of jobs, as measured by the Bureau of Labor Statistics’ Quarterly Census of Employment and Wages in
2000.

Y The job base in 2000 is used to calculate employment densities. Actual employment activity in cities and unincorporated areas is
not updated by state or federal agencies on an annual basis, and must instead be estimated.
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Heights and El Sereno. The employment density in East Los Angeles is higher than in Baldwin
Park, Lynwood, Pomona and South Gate, but lower than in Compton, El Monte, Hawthorne,
Huntington Park, and Inglewood.

INDUSTRIAL COMPOSITION

The manufacturing sector makes up 11 percent of East Los Angeles jobs. Ten of the largest
employers are manufacturers of products ranging from metals, brushes and adhesives to tortillas and
ice cream. Food-related manufacturing is more concentrated in East Los Angeles than in the
County as a whole. The manufacturing sector job base has been declining by four percent annually
in the county, comparable to the national trend.

Health care and social assistance constitute 13 percent of jobs. The East Los Angeles Doctors
Hospital and Los Angeles Community Hospital are major employers. AltaMed and Kaiser
Permanente have medical offices in East Los Angeles. Social assistance employers include Buena
Ventura Care Center (nursing home), Nuevo Amanecer Latino Children’s Services, The East Los
Angeles Community Union (TELACU), and other non-profit social assistance organizations.

The leisure and hospitality sector makes up six percent of jobs. Most of these jobs are in food
service, although there are some hotels in East Los Angeles. McDonalds is the largest employer in
this sector. King Taco, Tacos Mexico, Jack in the Box, Pizza Hut, Domino’s, Taco Bell, and other
restaurants also have a presence in the community.

The retail sector constitutes five percent of the economic base. A supermarket (“El Super”) is
the largest retail employer. Furniture, auto parts, and gas station retailers are more concentrated in
East Los Angeles than in the county as a whole. There are a number of auto dealerships. Under-
represented retail industries include department stores, apparel, electronics, and office supplies.
There is no conventional mall in East Los Angeles; the closest mall amenities are located in adjacent
Commerce, Monterey Park and Montebello.

Education makes up 15 percent of East Los Angeles jobs. Major employers are Los Angeles
Unified School District (LAUSD) and Montebello Unified School District. LAUSD is the second
largest employer in East Los Angeles.

Approximately one-third of East Los Angeles jobs are in public administration. Public
administration jobs are nine times more concentrated in East Los Angeles than in the county as a
whole. Los Angeles County is the largest employer in East Los Angeles Los Angeles County’s
facilities in East Los Angeles include its Internal Services Department, Fire Department
headquarters, Emergency Operations Center, the Sheriff’s heliport, training and other specialized
facilities, and the Community Development Commission. Other public employers include the Los
Angeles Superior Court, the State, and the U.S. Postal Service.

The remainder of the East Los Angeles economic base is made up of miscellaneous service
industries. Security services are more concentrated in FHast Los Angeles than countywide. Major
service employers include Aramark (laundry), American Security Force (security), Meyer & Son (mail
marketing), Johnson Controls, and Arnies Supplies (repair). High-wage service industries—finance,
professionals, and entertainment—have very few locations in East Los Angeles.
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EcoNOMIC OUTLOOK

East Los Angeles offers commercial development potential primarily due to its significant
freeway frontage, underutilized commercially-zoned corridors, and relatively inexpensive land.
Strategic redevelopment and economic development efforts could entice sales tax generating
businesses aiming to attract the multitude of commuters who drive through the area. The East Los
Angeles Community Plan envisions revitalization of commercial and industrial areas.”® “East Los
Angeles holds tremendous potential for transit-oriented, infill development along major commercial
corridors,” specifically Whittier and Atlantic Boulevards, and Olympic and Cesar Chavez Avenues,
according to a 2006 study by a Los Angeles County consultant.*

The Los Angeles County Metropolitan Transportation Authority (MTA) is extending the Metro
Gold Line to serve eight new stations, four in East Los Angeles along Third Street/Pomona
Boulevard. The most complex part of the project—two 1.7-mile-long, 21 foot-diameter tunnels
under Boyle Heights—was completed in 2006. Upon its 2009 completion, the Metro will offer a 17-
minute commute from East Los Angeles to Union Station, enhancing opportunities for residents.

REAL ESTATE

The total taxable assessed value for all parceled land in the community equals $3.6 billion. There
are 4,783 acres in East Los Angeles. Seventy-four percent (3,563 acres) are located on parcels and
the remaining 26 percent is unparceled territory, such as streets and freeways. By comparison, the
unpatceled land area share is 17-22 percent in adjacent areas.””  FEast Los Angeles encompasses
portions of the 5, 10 and 710 freeways and Highway 60, increasing the unparceled land area.

Table 3-5: Parceled Land Use in East Los Angeles, 2007

The community is primarily % of Average
residential with some industrial, Parceled Assessed Value
commercial, and institutional Parcels Acres Acres per Acre
uses and minimal recreation and |Residential 15,980 2,115 59 % $1,342,257
service uses, based on acreage.”® [Commercial 1,054 175 5 2,081,793
Largely due to the high [Service 539 100 3 1,307,458
concentration of public sector [Industrial 375 164 5 978,865
employers in the area, tax exempt |Recreation 14 5 0 1,251,320
parcels comprise 19 percent of Instirutional 112 208 6 262,225
the -community’s parceled land - |yfiscellancous 23 7 0 159,899
area. Tax exempt Parcels include Vacant 844 110 3 524,083
government buildings, schools, B 387 679 19 0

Soutce: Los Angeles County Assessor

B Los Angeles County, 1988, p. 1 and 5.
18 Fulton, et. al., 2006, pp. 20-21.
Y The unparceled area is 17 percent in Commerce, 21 percent in Monterey Park and 22 percent in the Boyle Heights community.

18 1nstitutional uses include hospitals, churches, and mausoleums.
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parks, and cemeteries, of which the County owns 43 percent.

Table 3-6: Top 10 Property Owners in East Los Angeles, 2007

The top 10 property owners based on
assessed value of their holdings is shown
in Table 3-6.

Top property owners by assessed Ron.mn (.:atholic Archbishop of LA $8,952,254
value include the Roman Catholic Maflo V.1rgen . 7,482,499
Archbishop of Los Angeles, California Ca.hforma Water Service Company 6,394,264
Water Service Company, AltaMed Health Olive M. Kemp Trust 5,370,552
Services Corporation, TELACU |Altamed Health Services Corporation 3,981,209
Development Corporation, and [Jack and Sharon Hadjinian 3,525,280
Humboldt Creamery, in addition to [Robles Family LLC 3,311,252
several individual and family trusts. TELACU Development Corporation 3,165,894

Gustavo and Martha Alatorre 3,131,391

The median owner-occupied home in  [{{ymboldt Creamery LLC 3,122,504

East Los Angeles was worth $157’000 a8 |Source: Los Angeles County Assessor

of the 2000 Census. By comparison, the
median home countywide was worth $201,400. At that time, East Los Angeles home prices were
comparable with Commerce and most comparison cities, but lower than in other adjacent cities.

Table 3-7: Single-Family Home Sales and Prices, 2006
Home prices had more than doubled by 2006. Median
The median single-family home price countywide |Area Sales ($1000s)
was $541,000 in 20006, as shown in Table 3-7. Countywide 69,779 $541
East Los Angeles 503 $420
By 2006, the median single-family home in [Adjacent Communities
East Los Angeles had increased to $420,000." Los Angeles
Homes in the 90022 zip code sold for $450,000, Boyle Heights 70 $398
while the median home in the 90023 and 90063 zip El Sereno 303 $449
codes sold for $385,000. East Los Angeles prices Lincoln Heights 146 $475
are higher than in the adjacent Boyle Heights Montebello 266 $550
community, but lower than in Montebello and Monterey Park 283 $538
Monterey Park. East Los Angeles home prices are |Compatison Cites
comparable to Pomona and higher than Compton. Baldwin Park 551 $445
Prices are no more than 10 percent higher in Compton 1,364 $388
Baldwin Park, El Monte, Huntington Park, El Monte 431 $457
Lynwood, and South Gate. Home prices in the Hawthorne 479 $538
Westside comparison cities—Inglewood and Huntington Park 301 $458
Hawthorne—are higher. Inglewood 574 $512
Lynwood 414 $455
Pomona 1,478 $417
South Gate 602 $460
Source: DataQuick

19 DataQuick home values are available by zip codes, not by legal city boundaries. East Los Angeles includes all of zip codes 90022,

90023 and 90063.
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MUNICIPAL SERVICE PROVIDERS

Municipal service providers in the East Los Angeles community include Los Angeles County,

various special districts, state agencies, and private companies, as shown in Table 3-8.

Table 3-8:

FEast Los Angeles Service Providers

Municipal Service

Existing Service Provider

Post-Incorporation Provider

Public Safety
Law Enforcement

LA County Sheriff

Contract with Sheriff

Traffic Enforcement CHP Contract with Sheriff
Parking Enforcement LA County Sheriff City of East LA
Code Enforcement LA County City of East LA
Fire & Paramedic Consolidated Fire Protection District No change
Ambulance American Medical Response No change
Utilities
Water Wholesaler Central Basin MWD No change
Water Retailer California Water Service Co. No change
Wastewater Collection LA County Consolidated Sewer Maint. District  No change
Wastewater Treatment LA County Sanitation District No. 2 No change
Solid Waste Belvedere Garbage Disposal District City of East LA
Consolidated Disposal Service Hauler to be selected
Electricity Southern California Edison No change
Gas Southern California Gas Company No change
Cable Time Warner No change
Public Works
Street Maintenance County Road District #1 City of East LA
Street Lighting Co. Lighting Maint. District No. 1687 City of East LA
Southern California Edison Southern California Edison
Stormwater LA County City of East LA
Community Services
Park Maintenance LA County City of East LA
Recreation LA County City of East LA
Senior Services LA County City of East LA
Library LA County No change
Transit LA County City of East LA
Animal Control LA County County contract
Mosquito/Vectot Greater LA County Vector Control District No change
Land Use LA County City of East LA
Economic Development LA County City of East LA
Education LAUSD, Montebello USD No change
Health Care LA County No change

Sources: LAFCO municipal service reviews, Los Angeles County CEO, authors
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The Los Angeles County Sheriff provides law enforcement and parking enforcement services.
California Highway Patrol provides traffic enforcement services. The Los Angeles County
Department of Public Works provides code enforcement services.

The Consolidated Fire Protection District of Los Angeles County (CFPD) provides fire
protection and emergency medical services. CFPD serves the unincorporated areas of the County as
well as 57 cities. The District is governed by the County Board of Supervisors. Ambulance
transport service is provided by a private company, American Medical Response.

The California Water Service Company (“Cal Water”) provides water distribution services. Cal
Water operates 25 water systems serving over 50 communities in southern California. East Los
Angeles is served by Cal Water’s East Los Angeles District, which also serves portions of the cities
of Montebello, Commerce and Vernon. Water sources are groundwater from Cal Water wells (20-
30 percent of supply) and imported water purchased from Central Basin Municipal Water District.

Central Basin Municipal Water District is responsible for water wholesale service and provides
recycled water. The District serves the entire East Los Angeles community in addition to 24 cities.
The District is a member of the Metropolitan Water District of Southern California (“Met Water”)
from which it purchases water. The sources of imported water are the Colorado River and the
Sacramento Delta.

Los Angeles County Sanitation District (LACSD) No. 2 provides wastewater treatment and
disposal services. LLACSD is a confederation of 25 independent separate special districts that work
cooperatively under a joint agreement; the confederation serves 78 cities and unincorporated
territory within the County. In addition to East Los Angeles, LACSD No. 2 includes Monterey
Park, Montebello, Commerce, and 13 other cities. LACSD No. 2 is governed by a Board of
Directors consisting of the mayor of each city within the District and the Chair of the Board of
Supervisors for county unincorporated territory.

The Los Angeles County Consolidated Sewer Maintenance District (LACCSMD) is responsible
for maintaining the wastewater collection system in East Los Angeles as well as 40 cities. The
District is governed by the Los Angeles County Board of Supervisors. Solid waste collection services
are provided by the Belvedere Garbage Disposal District. The District contracts with a private
company—Consolidated Disposal Services, Inc.—for garbage collection. The District is a County-
dependent district governed by the Los Angeles County Board of Supervisors.

Other utility services are provided by private companies under franchise agreements with Los
Angeles County.

The County provides stormwater maintenance services. Street maintenance is provided by the
County through Road District No. 1. Street lighting is provided through Lighting Maintenance
District No. 1687.

The County provides community services, including park maintenance, recreation, senior
services, library, land use planning, animal control and shelter, and shuttle and paratransit services.

Mosquito and vector control is provided by the Greater Los Angeles County Vector Control
District.
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4. MUNICIPAL REVENUES

The general and road revenues of the proposed new city are discussed in this chapter.

PROPERTY TAX

There were over $30 million in property tax revenues generated in East Los Angeles from the
one percent property tax in FY 2005-06. The allocation of that revenue is shown in Table 4-1.

Table 4-1: Allocation of East Los Angeles 1% Property Tax, FY 05-06

The proposed city would
receive property taxes currently [Recipient Agency Amount
allocated to the County for [Total Property Taxes $30,095,303
general purposes in addition to |Affected by Incorporation
$2.7 million in property taxes LA County General 7,020,249
currently allocated to special County-Dependent Districts
districts from which FEast Los Belvedere Garbage Disposal District 1,215,511
Angeles is expected to detach. Lighting Maintenance District No. 1687 1,191,484
Road Disttict No. 1 147,408
In FY 2005-006, the general Montebello Recreation & Park District 96,098
county share of FEast Los Bella Vista Recreation & Park District 5,852
Angeles property taxes was $7.0 |Unaffected by Incorporation
million.  This would transfer County-Dependent Districts
from the County to the new city Consolidated Fire Protection District 4,234,025
based on a formula in LA County Library 543 477
Government Code §56810. The LA County Flood Control District 256,473
formula defines the property tax Other 158,592
transfer as the product of 1) the Independent Special Districts
“Auditor’s Ratio” o, specifically County Sanitation District No. 2 304,042
County property tax revenue as Water Replenishment District 4,156
a percent of County general Greater LA County Vector Control District 8,387
purpose revenue and 2) the Education
County’s “net cost” of services LAUSD 4,177,186
that would transfer to the new Montebello USD 1,250,109
city. Education Other 838,286
ERAF 7,553,196
The Auditor’s Ratio is |Redevelopment - Gross Tax Increment Revenues 1,090,772

estimated as 55 percent in FY 2005-06 and 58 percent in FY 2006-07, as shown in Appendix A,
Table A-2. Based on budget figures, the Auditor’s Ratio is expected to have increased in subsequent
years due to rapid housing appreciation and the temporary reduction in property taxes in FY 2004-
05 and FY 2005-06 related to the State budget crisis. For IFA purposes, the estimated FY 2006-07
Auditor’s Ratio is used due to the temporary nature of reduced property taxes in FY 2005-06. As
part of the CFA process, the Auditor-Controller and LAFCO would calculate the final Auditor’s
Ratio based on FY 2006-07 actual revenues.
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For purposes of calculating the property tax transfer, state law defines the “net cost” of services
to be existing County costs that the County funds with general purpose revenues. In other words,
“net cost” for the property tax calculation carries a specific legal meaning that is not the intuitive
meaning of the term. “Net cost” includes direct and indirect costs of those services for which
responsibility would transfer to the proposed city. In calculating “net costs,” offsetting revenues
must be deducted if generated by fees, service charges, assessments, or revenue streams that must be
used for specific purposes. But general purposes revenues, such as property and sales tax revenues,
are not deducted. For IFA purposes, Proposition 172 funds—sales tax funds that must be used for
police, fire, district attorneys, corrections or lifeguard purposes—were treated as offsetting revenues.

The County’s “net cost” of services for which responsibility would transfer to the new city was
$18.5 million in FY 2005-06, according to cost estimates submitted by the County. The IFA
assumes that the County would continue to be responsible for regional park services (maintenance,
patrol and graffiti removal) and for County Hall and Civic Center graffiti abatement.* Also, one-
time costs for local park maintenance that had been deferred by the County are not costs that could
be transferred to the new city.

Table 4-3: County “Net Cost” for Transferred Services, FY 05-06

Gross County Offsetting Net County
Expense Department Cost Revenue Cost
Law Enforcement Sheriff 24287825 11,241,211 13,046,614
Park Patrol Office of Public Safety 526,825 12,370 514,455
Animal Control Animal Care & Control 211,960 158,852 53,108
Park & Recreation Operations Parks & Recreation 3,959,136 131,889 3,827,247
Park Improvements Parks & Recreation 4,069,027 3,817,126 251,901
Park Districts Parks & Recreation 98,519 98,519 0
Planning Regional Planning 957,682 652,591 305,091
Environmental Environmental Health 1,741,955 1,738,654 3,301
Graffiti Abatement Public Works 457,431 0 457,431
Total Transferred $36,310,360 $17,851,212 $18,459,148
Source: authot's calculations from data provided by the Los Angeles County CEO

It is important to note that the County’s cost estimates appear to be substantially overstated, are
subject to future revision by the County, and do not reflect the expected costs at which the
proposed city could deliver services. For example, the County reported the gross cost of law
enforcement services in Fast Los Angeles as $24 million; by comparison, the Sheriff provides both
law and traffic enforcement to contract cities with comparable crime rates at costs that equate to $13
million, as discussed in Chapter 5. County costs differ from contract city charges due to a provision
of state law (Government Code {51350) preventing counties from charging contract cities for
countywide services and general overhead costs. Thus, the IFA relies on county estimates for
purposes of calculating the property tax transfer.

The law requires that LAFCO calculate the property tax transfer by multiplying the Auditor’s
ratio by the net cost of service. Consistent with County cost estimates, the estimated transfer is

20 As discussed in Chapter 5, the IFA assumes that the County Hall and Civic Center would continue to be owned by the County and
that the new city would rent space. LAFCO would determine which assets would transfer to the new city.
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$10.8 million, which exceeds the County’s $7.0 million general share of the property tax by $4.1
million. The law directs LAFCO to provide the amount of the property tax transfer to the Auditor-
Controller after approving incorporation, but the law does not direct LAFCO to reduce the property
tax transfer if it exceeds the County’s general share of the property tax. LAFCO could choose to
cap the property tax transfer amount at $7.0 million and impose “revenue neutrality” terms and
conditions requiring lump sum payments by the County to the new city to mitigate negative fiscal
effects. For IFA purposes, the authors assume that LAFCO would cap the property tax transfer at
the County’s $7.0 million general share of the property tax. The actual property tax transfer could
differ significantly, depending on future cost estimate revisions by the County, what LAFCO
determines the County’s net costs to be, and how LAFCO chooses to handle this matter in lieu of
clear direction in state law.

In addition to the transfer of the County general property tax, $2.7 million in property taxes
currently allocated to county-dependent special districts would transfer.

PROPERTY TAX INCREMENT

Over $1.1 million in property tax revenues are presently allocated to the County’s redevelopment
agency, the Los Angeles Community Development Commission (LACDC), for redevelopment
project areas located in East Los Angeles. These redevelopment projects may be transferred from
the County to the new city. The new city would create its own redevelopment agency; it could fund
redevelopment activities with the $1.1 million in tax increment revenue, or cease the allocation of tax
increment.? In the latter case, the tax increment would be distributed pro rata among the agencies
listed in Table 4-1, with FEast Los Angeles receiving 30 percent of that revenue, and the remainder
distributed to school districts and other special districts.

In FY 2005-006, there were $1.1 million in property tax revenues allocated to LACDC for the
Maravilla redevelopment project in East Los Angeles. The Maravilla redevelopment project area is
primarily residential but also includes manufacturing and commercial businesses and tax-exempt
institutional uses.  The redevelopment project objectives relate to eliminating blight and
incompatible land uses and developing affordable housing. The Maravilla project expires for tax
increment purposes in February of 2013, four years after the proposed incorporation effective date;
eminent domain powers there have expired. Although there is short-term debt associated with the
project area, there is no long-term debt.

Since FY 2005-006, the County formed a new redevelopment project area—the Whiteside area—
in an industrial area in East Los Angeles. The County’s objective is to upgrade public facilities and
infrastructure and promote economic development, particularly in the emerging biomedical industry.
The new city may choose to assume control of the Whiteside project area and associated tax
increment revenue. Redevelopment potential in the area may be limited by historic soil and/or
groundwater contamination, which developers or other project applicants would be required to
clean up. There are 57 sites with moderate to high likelihood of contamination, particularly asbestos

21 To continue to receive the property tax increment, a redevelopment agency must incur debt. LACDC has justified continued
receipt of tax increment through short-term loans. The new city could cease this practice if it wishes to stop the receipt the tax
increment for one or both redevelopment project areas.
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and lead paint.”? The Whiteside redevelopment area’s eminent domain powers expire in 2018;
redevelopment activities expire in 2030.

The County and the City of Los Angeles are engaged in developing a joint project area involving
Whiteside and an adjacent redevelopment area in the City of Los Angeles. The County anticipates
finalizing an agreement with the City on the joint project area by winter 2007. Formation of the
joint project area could complicate transfer of the Whiteside redevelopment area to the new city, and
could limit the new city’s control over the use of associated property tax revenues.

SALES TAX

The new city would receive sales tax revenues based on taxable sales activity located within its
territory. The Board of Equalization (BOE) estimated that there were $390.4 million in taxable sales
in East Los Angeles in CY 2006. The FY 2005-06 equivalent of taxable sales in East Los Angeles is
$379.2 million, based upon the most recent observed annual growth rate in sales activity countywide
of 5.8 percent. The geographic location of a portion of sales and use tax activity has not been
determined, and related “pool” revenue is allocated to jurisdictions based on their share of
geographically allocable sales activity. The East L.os Angeles allocation of pool revenue in FY 2005-
06 would have been $0.4 million. Hence, the total estimated sales tax that would accrue to the new
city is $4.2 million in FY 2005-06 dollars.

The BOE methodology for assigning new accounts to jurisdictions relies on postal city (the city
name used for mailing purposes and postal delivery convenience) rather than legal city. In East Los
Angeles, commercial corridors on Atlantic and Eastern Avenues and Whittier Boulevard, and most
other addresses have a postal city of “Los Angeles.” In the course of studying sales tax in East Los
Angeles, the County identified sales tax accounts that were not credited as being in the
unincorporated area. BOE investigated, found that 302 accounts had been credited to adjacent
jurisdictions, and reallocated this activity to the unincorporated area.

Table 4-4: Taxable Sales per Resident, FY 05-06
The estimated sales |Unincorporated Comparison Cities
activity in  East Los East Los Angeles 2,774 Baldwin Park 6,862
Angeles is relatively low All other areas 4,737 Compton 4,927
compared with most other [Adjacent Cities El Monte 14,154
jurisdictions.”® There were Alhambra 13,232 Hawthorne 11,570
$2,774 in taxable sales per Commerce 101,837 Huntington Park 9,548
resident in FEast Los Los Angeles 9,712 Inglewood 8,274
Angeles, compared with Monterey Park 6,310 Lynwood 4,237
$13,097 per  resident Montebello 16,807 Pomona 8,834
countywide. Vernon 4,614,600 South Gate 7,056
Sources: Board of Equalization, Department of Finance

2 County of Los Angeles Community Development Commission, 20006.

2 The new city would be expected to enhance revenue through enforcement efforts, as other cities do; however, the IFA results do
not include revenue enhancements from future enforcement activities.
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In cities adjacent to East Los Angeles, Montebello attracts a relatively high level of sales tax
activity. Monterey Park has a relatively small sales tax base compared with the county average, but is
still substantially higher than East Los Angeles. Due to business-to-business transactions among
wholesalers and extensive non-residential land uses, Commerce and Vernon have extraordinarily
high sales per capita.

Median sales per capita among the comparison cities was $8,274, triple the level in East Los
Angeles. Although Compton and Lynwood had the lowest levels of sales per capita, their sales
levels were substantially higher than East Los Angeles.

Among the 88 cities in Los Angeles County, there are seven cities with lower sales per capita—
Bradbury, Hidden Hills, La Habra Heights, Palos Verdes Estates, Rancho Palos Verdes, Rolling
Hills, and Sierra Madre—all of which are high-income communities with relatively high property
values and tax bases. There are two cities—Maywood and Bell Gardens—with sales per capita only
slightly higher than in East Los Angeles.

UTILITY USERS TAX

The County levies a five percent utility users’ tax (UUT) on the sales of electricity, gas and
telephone (landlines and cellular phones); the tax is paid by residents and businesses consuming
these utilities in the unincorporated areas. LAFCO’s practice is to condition incorporation on the
continuation of taxes currently imposed in the area, including UUT.*  In other words, the UUT
would be imposed in the new city.

Table 4-5: East Los Angeles Utility Tax Revenue, FY 05-06

The IFA estimates $5.7 million in UUT revenue was generated in East Revenue
Los Angeles in FY 2005-06. Estimates for electricity and gas are based on Amount
data provided by Southern California Edison and Sempra, respectively. |Electric $1,860,298
The telephone tax estimate was provided by the County. The County’s [Gas 695,212
estimate of electric UUT revenue was 21 percent lower than the estimate |Telephone 3,141,673
based on geo-coded utility data, and the gas estimate was one percent [TOTAL 5,697,183

lowet.

Table 4-6: UUT Tax Base Sensitivity Analysis

To test for reasonableness of these Base Per Base Per
estimates, the authors analyzed the UUT tax Capita Capita
base in two cities—EIl Monte and Bellflower— (Residents)  (24-Hour)
with UUTs imposed on the same utility [East Los Angeles $857 $1,067
services as the County. The East Los Angeles [El Monte 911 1,004
UUT estimate implies utility charges of $857 [Bellflower 998 1,196
per resident. By compaﬁson, pet resident pre- Source: authot's estimate from State Controller, Census, and
tax utility charges for electric, gas and [Department of Finance data sources

telephone were $§911 and $998, respectively, in El Monte and Bellflower, both of which impose the

 The vote on the incorporation question is considered sufficient to indicate voter approval for conditions, including continuation of
taxes.
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UUT on the same utility services as the County. Based on this measure, the UUT estimate appears
to be understated by about $0.6 million. When measured on a 24-hour population basis (hybrid
measure of residents and employees), the East Los Angeles estimate appears to be reasonable.

The Fast Los Angeles UUT rate is substantially lower than the rate imposed by neighboring City
of Los Angeles. Los Angeles charges a 10 percent tax on telephone, gas, cable, and residential
electricity, and a 12.5 percent tax on non-residential electric use. Monterey Park levies a three
percent tax on residents and six percent tax on commercial use of telephone, electricity and gas.
Montebello and Commerce do not levy a UUT.

Most of the nine comparison cities—cities in Los Angeles County selected due to comparable
size, density and income levels—Ievy a higher tax than the East Los Angeles UUT. The median
comparison city charges a seven percent UUT. Three of the nine cities charge a UUT on cable use,
and seven of the nine levies a UUT on water bills as well; by comparison, the East Los Angeles
UUT is not levied on cable or water use.

OTHER TAXES

The County imposes a tax of $1.10 per $1,000 in value of property on deeds transferring
property. Revenue and Taxation Code {11911 permits general law cities within counties that have
imposed such a tax to capture half of that amount from the county. The County estimated that such
tax revenues were $0.4 million in FY 2005-06. The County would retain half of that amount, and
the new city would receive half.

The County imposes a transient occupancy tax (TOT) at a rate of 12 percent of hotel bed sales.
There are a few small hotels and motels in East Los Angeles (e.g., Whittier-Atlantic Hotel with 36
rooms). The County estimated TOT revenues at $32,380 in FY 2005-06.

FRANCHISE FEES

The new city may impose franchise fees on utility providers for the privilege of transmitting and
distributing utilities on the public ways of the area. Under the Franchise Act of 1937, the fee is the
higher of one percent of annual sales to occupants of the area or two percent of annual sales derived
from utility pipelines and infrastructure located in the area.

Table 4-7: FEast Los Angeles Franchise Fee Revenue, FY 05-06

The County currently imposes franchise fees on water, cable, |Franchise Revenue
gas, electric, and petroleum pipeline utilities in unincorporated areas, |Water 296,965
including East Los Angeles. Petroleum 10,588

Cable/Telecomm 184,000

The IFA estimates that East Los Angeles would receive |Gas 141,352
approximately $1.0 million in franchise fees in FY 2005-06 dollars. |Electric 372,060
The water and gas estimates were provided by the utility companies. |[Total $1,004,964

The cable and petroleum pipeline estimates were provided by the
County. The electric estimate is consistent with the IFA estimate of electric UUT revenues
discussed in the prior section.
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VEHICLE LICENSE FEES

The new city would receive revenue termed “vehicle license fees” (VLF). VLF is essentially a
charge in lieu of the property tax on vehicle value. The rate was two percent from 1948 through
2004. For 2005, the legislature reduced the VLF rate to 0.65 percent.

Historically, VLF revenue was distributed to cities based on population. In FY 2004-05, most of
the allocation was shifted from population to a property tax basis for existing cities. Initial
allocations for existing cities were based on prior allocations (population). Subsequently, growth in
assessed value affects the allocation. A small portion of the allocation ($6.43 per capita in FY 2005-
06) remains based on population. New cities receive no property taxes in lieu of VLF for the
assessed value within the newly incorporated or annexed area at the time of the reorganization.
However, they do receive the small portion of VLF distributed based on population. In 2000,
legislation (AB 1602) partly remedied the lack of VLF for new cities formed before July 1, 2009. AB
1602 provides a population-based allocation ($51.80 per capita in FY 2005-00) as well as temporary
revenue increases for new cities. Specifically, new cities receive an additional “bump” of 50 percent
in VLF revenue in their first year, declining by 10 percent annually until the “bump” is phased out in
the sixth year.

The estimated FY 2005-06 population of East Los Angeles is 132,947. Based on this population
estimate, the new city would receive $7.7 million in VLF revenues in FY 2005-06 dollars. During
the first year, the VLF “bump” would provide an additional $3.9 million in revenue to the new city.
This would decline to $3.1 million in the second year, $2.3 million in the third year, $1.5 million in
the fourth year, and $0.8 million in the fifth year. These calculations are actually made on a monthly
basis, so the first year “bump” would extend through the first 12 months of the new city’s existence.

ASSESSMENTS

Table 4-8: East Los Angeles Direct Assessments, FY 06-07

East Los Angeles [Agency Purpose Amount
residents  pay  direct |Affected
assessments  that are |Belvedere Garbage Disposal District solid waste collection $ 152.00
distributed to various |LA County solid waste management $  3.51
agencies. Although [LA County street lighting $ 5.00
collected on the property |Unaffected
tax bill, assessments are |Consolidated Sewer Maintenance District sewer collection $ 3550
not formally considered |County Sanitation District sewer treatment $ 104.50
property taxes. Those |LA County trauma health care $ 4132
assessments that would |LA County library $ 2572
be distributed to the new [LA County Fire Protection District fire protection $ 49.93
city are solid waste LA County Flood Control District flood control $ 2343
service charges and street LA County Vector Control District pest control $ 5.58
light assessments. Those Metropolitan Water District water $ 20.44
that would continue to [Regional Park & Open Space District park improvements $ 18.63

be distributed to regional Note: amount is annual assessment for a single-family home in FY 2006-07 in zip code 90022

agencies and special Source: County Assessor
districts include sewer, fire protection, flood control, and library assessments.
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Solid waste collection service for single-family homes, apartments, businesses and non-profits is
financed by a combination of property tax and assessment revenues. In FY 2005-00, property taxes
contributed $1.2 million and assessments contributed $3.6 million toward solid waste collection
services. The assessment also funds collection of recyclables and green waste. The solid waste
assessment for a single-family home in East Los Angeles increased from $108 in FY 2005-06 to
$152 in FY 2006-07 to $192 in FY 2007-08. Assessments for non-residential properties are
somewhat higher; for example, gas stations pay $384 and supermarkets pay $768 annually in FY
2007-08.  The assessment schedule does not list rates for public schools or County-owned
properties; it is unknown whether they pay assessments or receive services. Tax-exempt properties,
such as cemeteries, do not contribute property tax revenues to defray the solid waste expense. The
new city would be subject to State requirements that at least 50 percent of solid waste that was
generated in 1990 be diverted from landfills via recycling and other efforts, or be subject to fines.
Neither property taxes nor assessments create incentives for properties to minimize the amount of
waste disposed. The new city may wish to develop a more equitable financing tool for solid waste
that would provide incentives for all properties to practice recycling. However, the IFA assumes
that the new city would operate solid waste under the same approach as the County.

Street lighting assessments paid by East Los Angeles amounted to $0.2 million in revenue in FY
2005-006, and were used in combination with a share of property taxes to fund street light services.

OTHER REVENUES

GENERAL REVENUES

Fines and forfeitures include revenues from court-imposed fines, parking fines, and forfeitures,
such as drug seizures. The County estimated such revenue to include $900,371 in court-imposed
fines, $3,641 in forfeits and penalties, and $26,550 in parking citations, amounting to $0.9 million.
By contrast, the median revenue from these sources among the comparison cities was $14.85 per
capita (24-hour population), implying the new city would generate $1.65 million.

The local share of revenue for moving violations (i.e., vehicle code fines) is distributed to cities
for their use for traffic safety purposes, including street and traffic enforcement services. The
median comparison city received $8.42 per capita in these revenues. By implication, the new city is
expected to receive $0.9 million in vehicle code fine revenues. This revenue was credited to the
general fund to fund traffic enforcement.

The comparison cities generated a median of $8.08 per capita from state and federal asset
forfeitures. This revenue is generated by the proceeds—cash, assets, and other items of value—
alleged to have been used or derived from the proceeds of illicit drug trafficking activity. This
revenue stream may be spent by cities for law enforcement purposes. The revenue should amount
to approximately $0.86 million for East Los Angeles. It should be noted that the County did not
report offsetting revenues relating to asset seizures in its East L.os Angeles data submittal, so this
offsetting revenue is not reflected in the property tax transfer calculations discussed earlier in this
chapter. That issue bears closer examination if a CFA is conducted.

Within unincorporated areas, certain businesses must be licensed by the County and pay a fee
for that privilege. The modest tax would be extended to East Los Angeles by LAFCO. Business
licenses yield $0.2 million in revenue, according to County estimates. If the proponents wish to
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enhance revenue, the tax could be increased or restructured subject to Prop. 218 requirements.
Adjacent cities impose higher business license tax rates.

Building and zoning permits issued in Fast Los Angeles for new construction, rehabilitation and
additions to properties generated $0.9 million in FY 2005-06, according to the County’s estimates.
The County estimate amounts to $8.85 per capita. In the comparison cities, building and zoning
permits generated $11.71 per capita. Cities may charge for these permits on a cost recovery basis.
Growth rates—both residential and non-residential—in the comparison cities are on a par with East
Los Angeles. With local governance and code enforcement, city government may be more effective
than county government at enforcing the need for permits for rehabilitation projects. Hence, it
appears reasonable to assume that the new city would capture more revenue than estimated by the
County because the new city would more effectively enforce permit requirements and would face
fewer challenges than the County in establishing full cost-recovery permit charges. The IFA
estimates permit revenues would be $1.25 million, which is in line with per capita revenues in
comparison cities. It should be noted that permit revenue is cyclical; however, the new city would
be positioned to adjust its expenditures in line with construction cycles (and permit revenue) if it
were to contract for onsite current planning staff through private engineering and planning firms
and rely on direct staff only for the top positions in planning and engineering.

In addition to permits, there are fees charged on a cost-recovery basis for plan checks,
engineering review, environmental review and related services provided by local government in
reviewing development and rehabilitation plans. The County reported related revenues were $0.5
million, or $4.83 per capita. By contrast, the comparison cities generated $6.34 per capita in service
charge revenues for the same services. For the same reasons discussed under building and zoning
permits, the IFA assumes the new city would be as effective in enforcing the review process and
levying fees on a cost-recovery basis as the comparison cities. The IFA estimates such revenues at
$0.7 million.

Community Development Block Grant (CDBG) funds may be used by local government to
rehabilitate properties, but may also be used to finance code enforcement activities and 15 percent
of the grant amount may be used to finance enhanced municipal service levels. CDBG funds are
distributed based on poverty, overcrowded housing and population of communities. The proposed
city would have received approximately $3.4 million in FY 2005-06. The County presently uses a
portion of CDBG funds to finance code enforcement services in East Los Angeles.”® The County
estimated that revenue (and expense) at $0.8 million. The IFA estimates that the new city would use
a similar share of its CDBG funds to finance code enforcement.

ROAD REVENUES

The new city would receive gas tax revenue from the State to be used for road-related purposes.
Similar to VLF, gas tax revenue allocations are based on population and there is an additional
“bump” in revenue during the new city’s early years. The IFA estimates gas tax revenues would be
$2.4 million in FY 2005-06 dollars, in addition to the “bump” in years one through five.

% Code enforcement activities include enforcing the building permit process for property owners building or modifying their
properties and enforcing municipal regulations, such as restrictions against parking trucks on residential streets and restrictions against
abandoning vehicles in the front yard.
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Under the Traffic Congestion Relief Program (also known as Proposition 42), cities receive a
share of the State sales tax revenue from gasoline sales for road infrastructure and maintenance
projects. These funds are distributed based on population. The IFA estimates $0.6 million in
revenue would be available to the new city from this source.

Proposition C revenues are revenues from a 0.5 percent sales and use tax which was imposed in
1990 pursuant to Proposition C to fund public transit, paratransit, and repairing and maintaining
streets used by public transit. The new city would receive Proposition C revenues distributed by the
Los Angeles County Metropolitan Transportation Authority (MTA) in several fashions:

e One fifth of the revenues—Proposition C “Local Return” funds—are allocated and
distributed monthly to jurisdictions on a per capita basis. In FY 2005-00, cities received
$12.08 per capita based on their population in 2004. The IFA estimates the new city
would receive $1.6 million in Proposition C Local Return funds annually.

e MTA issues discretionary grants to cities and the County from two-fifths of the total
Proposition C revenues. In FY 2005-06, the County received $0.4 million in
discretionary grants for traffic signal synchronization projects in Fast Los Angeles. The
IFA estimates that the new city would receive a comparable amount of annual revenues
under this program.

e MTA distributes RAC grants to local jurisdictions with Proposition C funds. In FY
2005-00, the County received $1.0 million to finance resurfacing of Whittier Boulevard.
The IFA estimates that the new city would receive a comparable amount of annual
revenues under this program.

Federal transportation legislation authorizes the State of California to distribute Surface
Transportation Program (STP) funds to regions which, in turn, distribute the funds locally. In FY
2005-006, the County received $0.8 million in such funding for resurfacing projects in East Los
Angeles, primarily on Medford Street and Whittier Boulevard. The IFA assumes that the new city
would be as effective in competing for regional transportation dollars.

OTHER FUNDS

The IFA analyzes the operational financing needs of the new city through its general and road
funds, but does not assess all funding needs and uses of the new city. The new city’s transit
operations and park capital, for example, would be funded by sources other than the general and
road funds. Significant revenue sources are discussed in this section.

Proposition A is a 0.5 percent sales tax dedicated to funding transit in Los Angeles County.
One-quarter of Proposition A funds are distributed to local agencies based on population. In FY
2005-00, local agencies received $14.56 per capita. This revenue stream would provide for $1.9
million in annual funds to the new city for fixed-route and paratransit operations. The County
presently funds transit service in East Los Angeles with this funding source, which would transfer to
the new city.

The Los Angeles County Regional Park and Open Space District (RPOSD) provides funds for
renovation and improvement of park and recreational facilities. RPOSD received $78 million in
assessment revenue in FY 2005-06. The County reported that $0.4 million in such funds were used
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in FY 2005-06 in East Los Angeles to help finance renovation of the swimming pool at Atlantic
Avenue Park.

POTENTIAL REVENUE ENHANCEMENTS

There are several revenue sources that could potentially be available to the new city, but were
not included in the IFA estimates.

The new city could implement sales tax auditing to enhance sales tax revenues. Audit efforts
would identify non-compliant businesses as well as sales tax incorrectly allocated to adjacent cities.
The IFA relied on revenue estimated by Board of Equalization, which is based on existing
compliance levels and allocations.

The new city could potentially raise additional revenue from parking enforcement. The IFA
estimated the new city would generate $1.2 million in parking fines, based on the median revenue
per capita in comparison cities. Some cities raise substantially more revenue per capita from this
source. For example, the City of Bell is half the size of East Los Angeles, and raises $1.2 million.

Fifteen percent of the CDBG grant (or $0.5 million) may be used to finance municipal services
for service level increases, however, the IFA assumed those funds would not be used in the new
city’s start-up years.

Although solid waste franchise fees are under consideration by the County, none are levied
presently on garbage haulers in East Los Angeles. The County recently initiated garbage franchises
in Rowland Heights and other communities, levying a 10 percent franchise fee, and plans to phase in
the garbage franchise in various unincorporated communities in the coming years. The average
franchise fee for commercial wastes in California ranges from 10 to 15 percent of gross receipts or
billings. The new city could impose a 10 percent franchise fee on the solid waste hauler, whose FY
2005-06 revenues were $5.3 million. Franchise fee imposition does not require voter approval.
Related revenues would be $0.5 million.

If the proponents wish to increase taxes, it would require approval by voters. For example, the
Castro Valley incorporation attempt included a ballot measure imposing additional taxes. The IFA
did not include new taxes or tax increases in revenue estimates. If Fast Los Angeles were to decide
to increase the UUT rate from five percent to 10 percent, such a tax increase would generate $2.8
million. If East Los Angeles were to decide to levy a UUT on cable use, we estimate it would raise
approximately $0.4 million in FY 2005-06 dollars.”® Similarly, a UUT on water use would raise
approximately $0.7 - $1.0 million.”’

% The cable UUT estimate assumes 80 petcent of households purchase standard cable service ($27/month).

%" The water UUT estimates were detived from the franchise fee estimate provided by California Water Service Co.
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COMPETITIVE GRANTS

There are a variety of competitive grant funds available to local government. Such programs
may be funded for short-term periods; however, the new city would be able to compete for funding
under these or similar grant programs available in future years.

State Propositions 12 and 40—adopted in 2000 and 2002 respectively—provided funding for
park capital investments. The County received $3.6 million in funds that were used to finance
renovation of the Atlantic Avenue and City Terrace swimming pools in FY 2005-00.

Future State funding for parks will be available as a result of the Safe Drinking Water Bond Act,
approved by California voters in 2006. Competitive grants for local and regional parks are funded at
$400 million statewide. The California Department of Parks and Recreation has not yet defined the
application process, but primary goals include revitalizing communities and making them more
sustainable and livable by investing in sound land use planning, local parks and urban greening.

There are two funding programs for street, curb and sidewalk improvements in the vicinity of
schools. The State program—Safe Routes to School—targets infrastructure projects around K-12
schools and offers a statewide total of $52 million for the upcoming cycle of FY 2007-08 and FY
2008-09. Local agencies compete for these funds and must contribute 10 percent of project
funding. The Legislature has approved funding through 2013. Eight of the nine comparison cities
received awards of $239,000 to $588,000 between FY 1999-00 and FY 2006-07. Comparison cities
have used the funds for curb construction, sidewalk widening, and sign posting. Inspired by the
California program, the Federal Safe Routes to School program began funding in 2005 street and
traffic safety projects in the vicinity of K-8 schools. Several of the comparison cities received
awards in FY 2006-07 and FY 2007-08. Inglewood received $239,470 to fill in sidewalk gaps and
install four speed view signs; South Gate received over $900,000 to install countdown pedestrian
signals, flashing beacons and widened sidewalks. Adjacent to East Los Angeles, Alhambra was
awarded $270,189 to install similar safety measures. The federal program is approved through 2009,
with over $40 million to be distributed in California through that date.

PROPOSITION 172

The County received $630 million in Proposition 172 funds in FY 2005-06, of which it reported
that $10.3 million offset East Los Angeles patrol costs in FY 2005-06.

In 1992 and 1993, the Legislature began shifting billions of local property taxes from cities and
counties to schools in response to State budget deficits. Local property taxes were diverted from
local governments into the Educational Revenue Augmentation Fund (ERAF) and transferred to
school districts and community college districts to reduce the amount paid by the State general fund.
In recognition of the considerable negative fiscal impact on the ability of local government to
finance public safety, a 1993 ballot measure—Proposition 172—adopted a 0.5 percent sales tax to
be distributed to local agencies in proportion to the impact of ERAF on that agency’s property tax
revenues. Proposition 172 funds were distributed most generously to counties, mitigating about 61
percent of county ERAF losses, and less generously to cities, mitigating about 19 percent of city
ERAF losses. The revenue allocation formula is complex, accounting for not only ERAF losses but
also vehicle license fee revenues (which were subsequently restructured as discussed earlier in this
chapter). Counties and cities may use the revenue to fund police, fire, district attorneys, corrections
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and lifeguard services. A “maintenance of effort” provision requires that the agency continue to
spend at least as much as the general revenues that financed public safety activities in FY 1992-93.

New cities receive property tax as a portion of the County’s property tax. The County’s
property tax allocation had been dramatically reduced by ERAF. In the case of Los Angeles County,
ERAF losses were approximately two-fifths of its property tax revenue (in FY 2005-06 dollars).
Due to the nature of the property tax transfer, the County’s ERAF property tax loss is passed on to
the new city. The law implementing Proposition 172—the Local Public Safety Protection and
Improvement Act of 1993—did not provide any process by which new cities receive Proposition
172 funds,” perhaps as an oversight or perhaps due to the complexity of the revenue allocations.
Proposition 172 funds are not formally considered property tax revenues, and have not in the past
been interpreted to be subject to property tax transfer to newly incorporated cities. Because most
recently incorporated California cities have been required to make fiscal mitigation payments to the
respective county, the matter of Proposition 172 allocations has not been addressed.

Transfer of any Proposition 172 funds from the County to the new city would be negotiable,
and is a matter over which LAFCO may choose to establish terms pursuant to its powers under
Government Code §56815(c) and 56886. Given that Proposition 172 provided less generous fiscal
mitigation to cities than to counties, any such transfer of Proposition 172 funds might approximate
allocations in other cities. The median comparison city received $3.05 per capita in FY 2005-06. On
this basis, a reasonable allocation to East Los Angeles would be approximately $0.4 million.

FISCAL MITIGATION

Government Code {56815 was intended by the Legislature to ensure that incorporation result in
a similar exchange of revenue and responsibility between a county and proposed new city, and that
incorporation not happen for primarily financial reasons. It requires that the revenues that transfer
from a county to a new city be substantially equal to the costs of services that transfer to the new
city, that the county agrees to the transfer, or that negative fiscal effects be mitigated.

b

LAFCO may impose “revenue neutrality” conditions, such as taxes, lump-sum payments, or
transferred assets, to mitigate negative fiscal effects. The law was written to protect counties from
the negative fiscal effect of the incorporation of areas with substantial tax revenues. However, the
law does not specify that the mitigation could only be paid by the new city to the County; hence, it is
within LAFCO’s discretion to impose fiscal mitigation measures on the County. Indeed, the
Riverside County Board of Supervisors approved subsidies for the proposed Wildomar and Menifee
Valley cities in order to ensure fiscal viability. This complex issue would be addressed in the
comprehensive fiscal analysis and LAFCO incorporation process.

% Government Code §30054
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5. MUNICIPAL COSTS

Municipal expenditures are discussed and analyzed in this chapter.

PUBLIC SAFETY

LAW ENFORCEMENT

Serious crime—as reported in the FBI Crime Index—in East Los Angeles is slightly higher than
in the unincorporated areas as a whole.” While higher than in adjacent Commerce, Montebello and
Monterey Park, East Los Angeles has less serious crime than in the City of Los Angeles and most of
the comparison cities. Arrest rates, which reflect not only the extent of criminal activity but also
service levels, are higher in Fast Los Angeles than in adjacent areas, but are comparable to
unincorporated areas as a whole and lower than many of the comparison cities.

Table 5-1: Serious Crime and Arrest Rates by Area, 2004

Serious Violent Property Felony Misdemeanor
Geographic Area Crimes Crimes Crimes Arrests Arrests
Countywide 265 76 189 145 216
Unincorporated Total 246 79 167 196 166
East Los Angeles 251 87 164 195 183
Adjacent Cities
Commerce 192 30 162 113 110
Los Angeles 309 107 202 129 162
Montebello 190 25 165 105 215
Monterey Park 232 45 187 120 271
Comparison Cities
Baldwin Park 243 46 197 155 154
Compton 388 173 215 301 156
El Monte 275 71 205 163 238
Hawthorne 320 57 262 206 301
Huntington Park 398 89 308 195 273
Inglewood 289 88 201 127 230
Lynwood 347 112 235 222 117
Pomona 304 81 223 169 336
South Gate 333 65 269 181 260
Note: crime and arrest ratios are expressed per 10,000 24-hour population, a hybrid measure of residential and
employment activity for comparability.
Sources: California Attorney General, Los Angeles County Sheriff, Census, DOF, SCAG

 Serious crimes are murder, rape, robbery, aggravated assault, burglary, larceny (over $400), motor vehicle theft, and simple assault.
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The Los Angeles County Sheriff provides law enforcement, detective and helicopter services to
East Los Angeles as well as the City of Commerce from its East Los Angeles station. The Sheriff
provides traffic enforcement services to Commerce. Although CHP is primarily responsible for
traffic enforcement in Fast Los Angeles, the Sheriff does issue some citations in the area. The
Sheriff issued 1,883 in East Los Angeles in 2003 compared with 5,566 in Commerce according to
LAFCO’s Municipal Service Review of the Gateway area.

The Sherift described the field staffing dedicated to East Los Angeles as 88 sworn deputies in
addition to 7.5 deputies on crime impact and community-oriented policing teams in FY 2005-006.
The Sheriff estimated that the costs of serving East Los Angeles were $24 million, not including the
costs of park patrol—the Office of Public Safety that relies on sworn officers to patrol parks—and
traffic enforcement services. The County reported that it finances the services in East Los Angeles
with Proposition 172 funds ($10.3 million), fines ($0.9 million), intrafund transfers ($0.3 million) and
the County general fund ($13.0 million).

Table 5-2: Contract City Sheriff Costs, FY 2005-06

Comparison of the Sheriff’s East L.os Angeles cost estimates to the amounts paid by contract

Cost per Cost per Serious Felony 24-Hour
Capita Capita Crime Rate Arrest Rate Population

Community (24-hour) (residents) 2004 2004 2006

East Los Angeles1 $228 $183 251 197 106,755

Contract Cities Median’ 121 114 282 145 59,366
Compton 141 129 388 301 91,481
Hawaiian Gardens 195 156 380 373 12,732
Bellflower 102 85 364 171 64,385
Lynwood 99 80 347 222 59,366
Lancaster 116 101 340 270 125,560
Palmdale 125 102 322 240 119,166
West Hollywood 231 299 305 117 48,544
Norwalk 96 80 282 162 92,494
Lawndale 150 120 262 139 26,674
Rosemead 107 96 256 119 51,309
Artesia 140 128 242 145 16,337
Carson 102 114 224 134 110,026
Cerritos 148 177 215 99 66,093
Lomita 121 102 193 145 17,771
Commerce 93 348 192 113 50,966

Soutces: Contract cities, County Sheriff, California Attorney General, Census, DOF, SCAG.

Notes:

(1) East Los Angeles cost is the Sheriff estimate.

(2) Contract cities include those with a serious crime rate (per 10,000 24-hour population) of 192 or more. Cost data

wete not available for Paramount, LLakewood, Pico Rivera, South El Monte, L.a Puente, and Duarte.

cities indicates that the cost estimates appear to be substantially overstated, as shown in Table 5-2.
Compton, Lancaster, Palmdale, and Norwalk are comparably sized cities with higher crime and
arrest rates, and paid substantially less. The median contract city paid $121 per capita (24-hour); at
that rate, the East Los Angeles cost would be $13 million.
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There are several challenges in estimating accurate contract costs in East Los Angeles. First,
there is substantial countywide Sheriff activity based in East Los Angeles, including the Emergency
Operations Center, the heliport, and special enforcement training and vehicle yard on Sheriff Road.
Second, the County Auditor-Controller has reported that patrol time monitoring is unreliable and
inaccurate, and that Sheriff contract city cost estimates are budget-based and not based on actual
costs. The Auditor-Controller has found allocation and accounting errors in recent years, has
expressed concern that the Sheriff needs to make improvements (e.g., timecard implementation) to
ensure it is maximizing revenues and not subsidizing contract cities.*

There are differences between the County’s cost of providing services and the amount that
would be charged if East Los Angeles were to become a city and contract for services. County costs
differ from contract city charges due to a provision of state law (Government Code §51350)
preventing counties from charging contract cities for countywide services and general overhead
costs (i.e., overhead costs the County would pay if it were not providing contract city service).
However, the difference between County costs and contract city costs would be expected to be
modest in size.

The IFA concludes that the contract city cost for providing law and traffic enforcement services
to East Los Angeles would be approximately $13 million in FY 2005-06 dollars.

PARK PATROL

The County provides security services in parks in East Los Angeles by sworn officers employed
by the Office of Public Safety (within the Human Resources Department). Services include
educating park and recreation personnel about public safety and attending community meetings.
Performance outcomes reported in the County’s FY 2007-08 Budget include a five percent
reduction in graffiti, gang activity and lewd behavior in the parks.

The County estimates this service in East Los Angeles cost $1.1 million. That figure includes
patrol of the Belvedere County Regional Park. As discussed later in this chapter, the IFA assumes
that the regional park would remain the responsibility of the County.

By comparison, the contract cities mostly rely on non-sworn park rangers for park patrol
services, and on their police departments for criminal apprehension in the parks. The IFA assumes
that the new city would rely on a service approach consistent with the comparison cities.

PARKING ENFORCEMENT

The County provides modest parking enforcement services in East Los Angeles. The Public
Works department reported $2,168 in meter and off-street parking revenues (and costs). The Office
of Public Safety reported $26,550 in parking citation revenue.

By comparison, the median comparison city generated $11.74 per capita in parking citation
revenues. That equates to $1.2 million in East Los Angeles. The comparison cities spend more on
parking enforcement. The IFA assumes that the new city would provide its own parking

% McCauley, 2003; McCauley, 2005.
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enforcement services, likely taking over this service during the incorporation transition period
(between April 1, 2009 and June 30, 2009), and estimates that parking enforcement expenses for the
new city would be $0.5 million in FY 2005-06 dollars.

ANIMAL CONTROL

The County provides animal care and control services to East Los Angeles. Services include
providing for the rabies vaccination and licensing of dogs and cats and the public safety-related
removal and impoundment of domestic animals. Dangerous animal control, animal sheltering,
placement, lost animal recovery and public education programs also are provided. East Los Angeles
is served by an animal shelter with a veterinary medical clinic.

The County estimated the cost of providing animal services to East Los Angeles as $0.21
million, with offsetting license and fee revenues of $0.16 million. These costs compare favorably
with analysis of animal service costs per capita paid by the comparison cities.

PARKS AND RECREATION

The County provides park and recreation services to East Los Angeles, as shown in Table 5-3.

The County reported that it cost $6.9 million to provide park maintenance and recreation
programming operations in FY 2006-07, of which $1.8 million reflects one-time expenses to address
a 30-year backlog of deferred maintenance.® Although fees are charged for some recreation
programs, many of the classes are offered at no cost. Offsetting revenues were modest at $0.3
million, leaving a net operating cost of $6.6 million. In addition to operations, the County spent
$4.3 million on capital projects in FY 2005-00, including refurbishment of pools at City Terrace and
Atlantic Avenue Parks. Most of the park capital expense was financed by State Proposition 12
funds, with portions funded by Proposition 40 and the countywide Regional Park and Open Space
District. The County indicated that FY 2005-06 was an extraordinary year for park improvements.
By comparison, park capital expense was only an estimated $0.7 million in FY 2006-07.

Belvedere Community Regional Park is the largest park in East Los Angeles with 39.1 acres.
The County’s net cost of operating the park was $1 million in FY 2005-06, in addition to $0.5
million spent on deferred maintenance. The County continues to operate regional parks of
comparable size to Belvedere within the city limits of Glendale, Arcadia, Covina, Carson, and Los
Angeles, although the County has in the past considered transferring those parks to the cities during
periods of fiscal distress (e.g., in 2003). Given that the County is maintaining and operating regional
parks in more affluent cities than East Los Angeles, it seems reasonable to expect that the new city
may wish not to take on the responsibility of park and recreation operations at the regional park.

a County of Los Angeles, Department of Parks and Recreation. _Annual Report 2005-2006, p. 1. The County plans to address the
deferred maintenance over a three-year period, extending from FY 2005-06 through FY 2007-08, with half the expense programmed
in FY 2005-06.
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Table 5-3: East Los Angeles Park and Recreation Services
Park Acres Facilities Recreation Programs
- Baseball fields - Community building |- Youth sports - After-school club
- Bbgs - Ceramic room - Ceramics - Fitness programs
- Play areas - Computer room - Swimming - Computer club
Obregon Park 12.79 |- Gymnasium - Picnic area - Cheerleading - Tiny Tots toy loan
- Pool - Social hall - Day camps - HEAT
- Tiny tot room - Weight room
- Preschool - Computer clubs
- Preschool - Computer room - Holiday events - After-school club
- Bbgs - Playground - Aztec dining - Ceramics (seniors)
- Gymnasium - Community building |- Cheerleading - County capers
- Picnic area - Basketball court - HEAT - Basketball (gitls
Salazar Park 84 | Senior hall - Tennis court - Dance class - Karate S
- Pool - Baseball fields - Day camp - Swimming
- Pool tables - Youth sports - Weight training
- Senior activities
- Cheerleading - After-school club
- Baseball field - Community building |- County capers - Computer club
Saybrook County - Bbgs - Playground - HEAT - Basketball (gitls)
Park 48 | Picnic Area - Computer room - Day camp - Summer lunch
- Tennis court - Baseball courts - Tennis - Youth sports
- Tiny tots
- Bbgs - Locker rooms
Atlantic Avenue 296 |- Playground - Pool - Computer club - Swimming
Park - Computer room
- Baseball field - Handball court
- Bbgs - Patio - Arts and crafts - Senior activities
- Playground - Field - Baseball - Soccer
City Terrace 413 | Community room - Basektball court - Basketbal - Swimming
County Park ' - Craft room - Picnic area - Computer clubs - Tennis
- Computer room - Swimming pool - Handball - Tiny tots programs
- Gymnasium - Tennis courts
i 10k g - Basketball court - P?ay areas - None identified
Suenos 1.6 |- Bbgs - Picnic area
- Boxing gym - Shower rooms - Boxing training - HEAT
Heredia, Eddie - - Boxing ring - Outdoor bleachers - Cardio training - Weight training
Eastside Boxing na |- Computer room - Weight room - Computer club
Club - Kitchen - Lockers
- Basketball - Karate
- Ampbhitheatre - Basketball courts - After-school club - Modern dance
- Baseball field - Picnic areas - Aztec dining - Day camp
- Bbgs - Social hall - Cheerleading - Summer lunch
Eeliprilie - Playground - Swimming pool - Computer club - Swimmin,
. Y8 Z gp ® )
Corr'lrnumty S Computer room - Tennis courts - County capers - Tennis
liggoell 1 - Fishing lake - Weight room - Fishing - Tiny tots
- Basketball (gitls) - Weight training
- HEAT - Youth sports
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After factoring in the revenues from recreation fees, the IFA estimates that the County’s net cost
of park and recreation operations at the local parks was $4.0 million in FY 2005-06. This amounts
to $31 per resident. The comparison cities spent a median of $37 per capita on park and recreation
services; however, the comparison cities are expected to spend more as a portion of the expense
related to ongoing park maintenance and the comparison cities have more city-maintained park
acreage per capita than Fast Los Angeles would have. The IFA assumes that the new city would
provide park and recreation services at the local parks at a cost comparable to the County’s net costs
in FY 2005-06 dollars, and that the County would continue to provide services at Belvedere
Community Regional Park.

The IFA assumes that the new city would rely upon contract service with the County during the
transition year, and assume direct responsibility for services in the first full fiscal year of operation.
After the transition period, the net County cost of park and recreation operations is programmed as
the new city’s expenses; thus, it includes overhead costs such as employee benefits and insurance.

COMMUNITY DEVELOPMENT

Community development services include land use planning, building permits, building
inspection, code enforcement, and economic development. The IFA assumes that the new city
would provide these services directly as soon as practical after incorporation. Services would be
directed by a Deputy City Manager, included in general government costs.

For the issuance of building permits, building inspection, and plan check services, the IFA
assumes that such services would be provided on a full cost-recovery basis. The comparison cities
and the County provide such services on a full cost-recovery basis. As discussed under revenues for
building permits, plan check and engineering service charges, the IFA estimated revenues based on
revenues received in the comparison cities. The IFA expenditure estimate is the equivalent as a
result of charging fees on a full cost-recovery basis.

Code enforcement activities include enforcing the building permit process for property owners
building or modifying their properties and enforcing municipal regulations, such as restrictions
against parking trucks on residential streets and restrictions against abandoning vehicles in the front
yard. Code enforcement services are funded by the County through a portion of the Community
Development Block Grant (CDBG) proceeds. The IFA assumes that the new city would also fund
code enforcement costs with CDBG; the IFA cost estimates are equivalent to the County’s
expenditures for zoning and building code enforcement activities in FY 2005-06.

Economic development activities include recruitment and retention efforts with respect to
business activities. The County’s Community Development Commission (CDC) reported its FY
2005-06 economic development costs were $2.7 million, of which $0.6 million represents salaries
and employee benefits for development specialists and managers. CDC services include
administration of business loan programs, fagade improvements, and maintenance of four parking
lots in the Maravilla redevelopment area (through a private contractor). The IFA assumes that the
new city’s redevelopment agency would assume responsibility for redevelopment activities, such as
parking lot maintenance in the Maravilla area, and that those activities might be phased out when the
Maravilla redevelopment project area expires in 2013. The IFA estimates that the new city would
spend $0.4 million on ongoing costs for economic development, and $0.2 million in the start-up
phase for preparation of an economic development strategic plan. Clearly, this budget unit would
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be a funding priority of the new city, subject to availability of grants or other funds; economic
growth would expand the new city’s tax base and allow it to finance increased service levels in the
community. This budget unit in many cities reports directly to the City Manager; if the new city
wishes to organize this function under the City Manager, it would not affect the cost estimates.

Advance planning involves preparation of a general plan for the new city, and amending that
plan to update zoning needs. Typically, built-out cities like East Los Angeles update their general
plans every 10-20 years. New cities, however, must adopt a general plan in their early years to
provide for zoning policy to be communicated to property owners and prospective developers. The
expected cost of adopting the general plan is $500,000 in FY 2005-06 dollars; however, the cost may
be higher because there is no existing comprehensive plan for the area.¥ On an ongoing basis,
advance planning would involve relatively modest expense related to amending the general plan.

PuBLIC WORKS

Public works services include street maintenance, traffic control, street lights, street sweeping,
solid waste, and stormwater quality programs. In East Los Angeles, there are approximately 147
miles of street to be serviced. Public works services would be directed by a Deputy City Manager,
included in general government costs.

The County estimated that it spent $9.0 million on street services, $1.4 million on street lighting,
and $5.3 million on solid waste collection services in FY 2005-06. The County funded street
services primarily with gas tax revenues. Generally, counties receive more ample gas tax revenues
than do cities; the County reported $8.2 million in gas tax, whereas the new city would receive $2.4
million in gas tax in FY 2005-06 dollars. The County funded solid waste collection and street
lighting services with assessments and property tax revenues. Only $0.5 million in graffiti abatement
costs were reported to be net costs of the County general fund. The County funded $0.1 million in
stormwater quality expenses through its flood control assessments.

Based on analysis of the comparison cities’ street expenditures, the median city spent $38,365 on
street reconstruction, patching, sealing, maintenance, and pedestrian and bikeways per street mile in
FY 2004-05.® The median city spent $11,839 per street mile on street lighting and traffic signals.
Adjusting for inflation and multiplying these estimates by street miles in East Los Angeles yields an
estimated $5.8 million in street maintenance expense and $1.8 million in street lighting and traffic
signal expense. The IFA assumes that the new city would continue to provide street lighting
services at the same cost ($1.4 million in FY 2005-06 dollars) as the County, and would continue to
finance street lighting services from assessments and property tax revenues collected for street
lighting purposes. After deducting the street lighting cost, the traffic signal cost to be funded by the
new city’s road fund is $0.4 million. The IFA assumes that the new city would fund $0.5 million in
graffiti abatement costs from its general fund.

%2 There is an 8-page community plan for East Los Angeles that was adopted in 1988.

® For street analysis purposes, Pomona and Compton were excluded due to relatively low density of street miles in these jurisdictions.
Street expenditures in FY 2004-05 were reported by the jurisdictions to the State Controllers” Office. The IFA data sources for these
calculations include the Caltrans Highway Pavement Management System and the State Controller’s Office Streets and Roads Annual
Report for FY 2004-05.
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The County provides solid waste collection services to residences and businesses in East Los
Angeles by contract with a private hauler, Consolidated Disposal. Services are funded by
assessments and property tax revenues. The cost has increased significantly since the FY 2005-06
base year, although the County has increased service charges to offset the cost increase. The solid
waste service responsibility would transfer to the new city. The new city would likely rely on the
County through a contractual approach during the transition period, and would then select a hauler
through a competitive bid process.

The new city may wish to modernize the solid waste service configuration, although the IFA has
not assumed such restructuring in its cost estimates. The current funding mechanism is not
equitable as property taxes are higher for more recently purchased properties, and the assessment
charges appear to be somewhat low for certain businesses, such as supermarkets. Further, tax
exempt properties pay less toward solid waste services than do taxable properties. The new city
might decide to convert solid waste collection services to a franchised system with service charges
structured for equity as well as to create incentives to recycle. The new city would face the risk of
fines of up to $10,000 per day if it fails to promote diversion of solid waste from landfills. The
California Integrated Waste Management Act requires cities and counties to reduce the amount of
solid waste generated in their jurisdictions and disposed in landfills. Jurisdictions that do not meet
the state mandate fall under CIWMB compliance orders to implement waste diversion programs,
and may be fined.

The new city would fund the $0.1 million in stormwater quality expenses through its general
fund. The regulatory environment is rapidly evolving, and future regulatory requirements may be
more stringent and costly for cities.

GENERAL GOVERNMENT

ASSUMPTIONS

In order to estimate general government costs, the IFA makes assumptions about service
configuration, staffing, and compensation levels. General government staffing levels and expenses
were estimated based on analysis of comparable cities; however, the comparable cities are not the
same as the comparison cities used to estimate direct service costs. General government costs
involve management and support for direct services, and tend to be lower at cities that contract for
major services and at cities with smaller workforces. Lynwood and Elk Grove were used as guides.
Cities with independent police departments, such as El Monte, were used as a check on salary

assumptions. The authors also compared to general government staffing estimates made for the
Hacienda Heights CFA and Arden Arcade IFA.

Cost estimates for general government functions include various overhead charges for
consistency with County cost estimates used elsewhere in the report. Employee benefits were
calculated as 35 percent of direct payroll, per Bureau of Labor Statistics data on Employer Costs for
Employee Compensation for state and local government workers in FY 2005-06. This includes
pension, health and other insurance programs, Social Security, Medicare, Unemployment Insurance,
and Workers Compensation.
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Expenses include professional and contractual services, materials and office supplies, travel and
meetings, and memberships and dues. The cost of materials and office supplies were estimated to
be at least $2,000 per full-time equivalent employee (FTE).

Overhead includes building rent, liability insurance, vehicle expense, telephone, and internet
utilities. Building rent costs were based on the assumption that each FTE requires at least 300
square feet of space, that space would be available for $2.00 per square foot monthly, and that
additional space would be needed for Council chambers and conference rooms. Vehicle expense
assumes vehicle costs of $500-600 monthly for department heads and field staff. Liability insurance
costs are assumed to be $3,000 per FTE.

Start-up costs include $10,000 per FTE for computers and furnishings, and budgets for extra
professional and contractual services.

CoSsT ESTIMATES

The IFA estimates the City Council’s annual budget at $0.5 million. This budget provides for
compensation of elected officials at pro-rated, part-time rates and minimal administrative staffing of
one full-time equivalent employee (FTE). The budget includes rental expense for 4,800 square feet
to account for council chambers and office space for council members.

The City Clerk budget of $0.4 million provides for a full-time City Clerk and two administrative
staff. The budget includes the cost of legal notices, $60,000 for outside services on an ongoing
basis, and $10,000 for outside services during the first year of the new city.

The City Attorney budget of $1.2 million provides for a full-time City Attorney and legal
secretary, supplemented by $0.85 million in legal expenses to be purchased through professional law
firms. Extra legal expense of $350,000 has been budgeted as a start-up cost item in light of the need
to prepare ordinances and other legal documents during the start-up phase. The budget includes
rental expense for 1,800 square feet to provide for a conference room and archive space.

The City Manager’s office would be staffed by a City Manager, three Deputy City Managers, two
analysts, and an executive secretary. A Deputy City Manager would serve as department head for
Public Works and another as department head for Community Services. The third would handle
intergovernmental relations and oversee public safety service contracts with the County. The City
Manager’s budget includes $200,000 for outside professional services, and an additional $100,000 for
professional services needed during the start-up phase. The total budget is $1.6 million.

Finance and Administrative Services would be responsible for accounting, purchasing, risk
management, and information technology. Assumed staffing includes a Finance Director, two
finance analysts, a third analyst with expertise in risk management, an accountant, two accounting
technicians, four accounting clerks, an information technology manager, an information technology
assistant, an executive secretary, and two clerical staff. The budget includes $200,000 for outside
services (such as independent auditor and temporary help) and an additional $250,000 for services
(such as accounting system set-up) needed during the start-up phase.

Human Resources would provide employee recruitment and screening services, background and
reference checks, employee benefit administration, and training services. It would be staffed by a
director, an analyst and a clerk. Its budget is $0.5 million.
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Although many cities budget for nondepartmental costs, such costs have been included in this
case in department budgets and would be redundant. The County’s cost estimates include overhead
charges, as do the general government costs that would be staffed directly by the new city.
However, there would be a $1.4 million contingency fund. In addition, the new city would make
payments for a transition period loan for the net cost of County services provided during the first
partial fiscal year of the new city’s existence. The loan would be repaid over the first five years of
the new city as allowed by Government Code §{57384. The loan estimate assumes that the County’s
costs during that first partial year would exclude countywide costs, consistent with Government

Code §51350.
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6. CONCLUSIONS

To authorize incorporation for voter consideration, LAFCO is required to ensure that three
fiscal requirements are met: East Los Angeles must be financially viable as a city, any negative fiscal
effects must be mitigated, and there must be a fair exchange of revenues and service responsibilities.

FINANCIAL VIABILITY

The proposed city’s revenues must be expected to finance services, facilities and a reasonable
reserve fund during the three fiscal years following incorporation (Government Code §56720).

The IFA found that the proposed city would be fiscally viable, as shown in Tables 6-1 and 6-2.
The proposed city is expected to generate $43 million in general fund revenues in its first full fiscal
year, declining in the long-run to $40 million (in FY 2005-06 dollars) due to the phase-out of the
VLF revenue “bump.” The proposed city would have a five percent contingency fund, and would
accumulate positive reserves in its general fund balance. The fiscal estimates are predicated on zero

growth and zero inflation; actual results would differ depending on growth and inflation after the
FY 2005-06 base year.

Table 6-1: New City General Fund Estimates ($FY 05-06)

FY 08-09 FY09-10 FY10-11 FY11-12 FY12-13 FY13-14 FY 14-15
General Fund Revenues $10,884,913 $43,271,699 $42,497,551 $41,723,404 $40,949,256 $40,175,108 $39,594,498
Property Tax 2,419,150 9,676,601 9,676,601 9,676,601 9,676,601 9,676,601 9,676,601
Sales Tax 1,053,648 4214591 4,214,591  4,214591 4214591 4,214,591 4,214,591
Utility Users Tax 1,424,296 5,697,183 5,697,183 5,697,183 5,697,183 5,697,183 5,697,183
Franchise Fees 251,241 1,004,964 1,004,964 1,004,964 1,004,964 1,004,964 1,004,964
Vehicle License Fees 2,903,053 11,418,677 10,644,529 9,870,382 9,096,234 8,322,087 7,741,476
Fines & Forfeitures 444,689 2514826 2,514,826 2,514,826 2,514,826 2,514,826 2,514,826
Licenses & Permits 319,928 1,583,815 1,583,815 1,583,815 1,583,815 1,583,815 1,583,815
Other 2,068,908 7,161,042 7,161,042 7,161,042 7,161,042 7,161,042 7,161,042
General Fund Expenditures 7,443,717 37,290,267 36,324,267 306,324,267 36,324,267 36,324,267 35,903,560
Public Safety 3,438,180 13,673,070 13,653,070 13,653,070 13,653,070 13,653,070 13,653,070
Community Development 805,289 3,626,172 3,136,172 3,136,172 3,136,172 3,136,172 3,136,172
Parks & Recreation 1,019,787 4,079,148 4,079,148 4,079,148 4,079,148 4,079,148 4,079,148
Public Works 1,831,076 7,324,303 7,324,303 7,324,303 7,324303 7,324,303 7,324,303
General Government 2,121,556 6,411,175 6,001,175 6,001,175 6,001,175 6,001,175 6,001,175
Transition Period Loan -1,772,171 420,707 420,707 420,707 420,707 420,707 0
Contingency Fund 0 1,755,693 1,709,693 1,709,693 1,709,693 1,709,693 1,709,693
General Fund Surplus (Deficit) 3441,197 5,981,431 6,173284 5399,136 4,624,989 3,850,841 3,690,937
General Fund Balance 3441197 9,422628 15595912 20,995,048 25,620,037 29,470,878 33,161,815

The IFA authors assumed that the new city would implement a parking enforcement program
and rely on park rangers to patrol local parks. Furthermore, there was an $11 million discrepancy
between the Sheriff’s estimated costs of serving East Los Angeles and per capita costs paid by
contract cities with comparable crime rates. It is unknown how the Sheriff’s cost estimates might be
revised if a CFA is prepared. Changes in County cost estimates could affect the amount of property
tax that would transfer to the new city, and the amount the new city would pay for law enforcement,
or other services.

Similar to the new city’s estimated general fund, its road fund is also expected to be in balance.
The new city would receive substantially less revenue in gasoline taxes from the State than the
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County currently uses to finance street services in the area. However, the new city could afford to
provide street services at a level of service comparable to the median among the comparison cities—
Baldwin Park, Compton, El Monte, Hawthorne, Huntington Park, Inglewood, Lynwood, Pomona,
and South Gate—as measured by street expenditures per centerline street mile.

Table 6-2: New City Road Fund Estimates ($FY 05-06)

FY 08-09 FY09-10 FY10-11 FY11-12 FY12-13 FY13-14 FY 14-15
Road Fund Revenues 1,980,929 7,864,062 7,625,441 7,386,820 7,148,199 06,909,577 6,730,612
Gas Tax 894,829 3,519,662  3281,041 3,042,420 2,803,798 2,565,177 2,386,211
Proposition C Sales Tax 726,754 2,907,016 2,907,016 2,907,016 2,907,016 2,907,016 2,907,016
Proposition 42 149,565 598,259 598,259 598,259 598,259 598,259 598,259
Surface Transportation Program 192,645 770,579 770,579 770,579 770,579 770,579 770,579
Other 17,136 68,545 68,545 68,545 68,545 68,545 68,545
Road Fund Expenditures 1,136,535 7,090,259 7,012,283 6,390,259 6,390,259 6,390,259 6,390,259
Street Maintenance & Signals 2,258,559 6,260,259 6,260,259 6,260,259 6,260,259 6,260,259 6,260,259
Pavement Management System 200,000 130,000 130,000 130,000 130,000 130,000 130,000
Transition Period Loan -1,322,024 700,000 622,024 0 0 0 0
Road Fund Surplus (Deficit) 844,394 773,803 613,158 996,561 757,939 519,318 340,352

The new city could potentially enhance its revenues beyond the estimates in this report through
sales tax audit activities, economic development efforts, grants, franchise fees, or other approaches.
It is also possible that LAFCO could determine that the County would owe fiscal mitigation
payments to the new city.

Fi1scAL EFFECT ON COUNTY

Government Code {56815 was intended by the Legislature to ensure that incorporation result in
a similar exchange of revenue and responsibility between a county and proposed new city, and that
incorporation not happen for primarily financial reasons. It requires that the revenues that transfer
from a county to a new city be substantially equal to the costs of services that transfer to the new
city, that the county agrees to the transfer, or that negative fiscal effects be mitigated.

In this case, incorporation would have a positive fiscal effect on the County. Just how positive
is unknown due to data, legal and political uncertainties. The best estimate available at this time is
approximately $7 million.

There are three major issues that cloud the calculation of the net fiscal effect: 1) the $11 million
difference between the Sheriff’s estimates of actual costs and the IFA estimate of the cost that East
Los Angeles would bear as a contract city, 2) the Sheriff’s $10 million Proposition 172 credit in light
of the fact that Proposition 172 revenues do not transfer to the new city automatically by statute,
and 3) discrepancies between the County and proponents’ visions of which costs are transferable.
LAFCO may not consider the County’s costs for regional park maintenance and one-time costs of
addressing a 30-year backlog of deferred park maintenance transferable to the new city. Similarly,
extraordinary graffiti removal costs at the East Los Angeles County Hall might not be transferable,
particularly if LAFCO does not transfer the County Hall to the new city. In the past, LAFCO has
not transferred County-owned administrative buildings to newly incorporated cities.

The County estimated in June 2007 that it’s “Net County Cost” of serving East L.os Angeles was
$22 million. The County’s estimate is not the fiscal effect as defined in Government Code §56815.
There are adjustments that must be made to calculate the fiscal effect consistent with the law. Table
6-3 offers several likely adjustments, although precise calculations will depend on the factors
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discussed above and more detailed County cost estimates. Revenues, such as property and sales
taxes, which would transfer to the new city, should be deducted. Costs for maintenance of streets
that would transfer to the new city should be credited, while County revenue losses related to gas tax
and Proposition C should be deducted.* Proposition A and road fund property taxes have
comparable fiscal effects on the revenue and cost sides of the equation, and can be disregarded.
County costs for services that would not transfer to the new city are also deducted. The best
estimate available at this time of the positive fiscal effect on the County is $7 million.

Table 6-3: Net Fiscal Effect on County ($FY 05-06)

Adjustments to Calculate Fiscal Effect per Net Cost

Government Code 56815 Transfer Credit Debit
Net County General Fund Cost - County estimate 22,424,389

Credit: Prop. 172 Sheriff revenue offset 32,761,589 10,337,200

Debit: deferred park maintenance 30,965,922 1,795,667
Debit: Belvedere park 28,796,348 2,169,574
Debit: County General Revenues that transfer 10,642,948 18,153,400
Debit: portion of Sheriff cost estimate -727,517 11,370,465
Debit: extraordinary maintenance (CEO) -1,270,870 543,353
Credit: Flood Control District's Stormwater Program -1,169,543 101,327

Credit: street costs funded by gas tax 7,041,471 8,211,014

Debit: County's gas tax revenue (2106¢) loss 6,700,124 341,347

A positive fiscal effect on the County, in the context of Government Code {56815, would
appear to be a negative fiscal effect on the proposed city. It is not clear how LAFCO would
mitigate in these unprecedented circumstances. As discussed above, LAFCO cannot approve the
incorporation unless it stipulates terms and conditions to mitigate a negative fiscal effect or the
County agrees to the transfer. The law does not state that fiscal mitigation could be paid only by the
new city to the County, and indeed appears to require that a negative fiscal effect on the proposed
city be mitigated. There is no known precedent for the East Los Angeles case in which the
proposed city is financially feasible and there would be a positive fiscal effect on a county. There is
a recent precedent for county-initiated subsidies to (proposed) new cities in Riverside County.
Riverside County approved modest subsidies in August 2007 to the proposed cities of Wildomar
and Menifee Valley if either should be approved by the voters; however, the County chose to do so
prior to LAFCO’s adoption of the final resolution.

The East Los Angeles case presents a unique set of financial circumstances. Whether or not the
County would be required by LAFCO to make fiscal mitigation payments to the proposed city is
unknown. The financial circumstances could change as a result of more comprehensive fiscal
analysis on the part of the County and LAFCO. The County could agree to the transfer to avoid
risking a LAFCO requirement for fiscal mitigation payments. For these reasons, no fiscal mitigation
payments were included in the analysis of the proposed city’s financial viability.

East Los Angeles appears to be viable as a new city in spite of its relatively modest tax base and
the County’s reported subsidy of the area. However, data, legal and political ambiguities create
uncertainty as to whether or not a CFA would reach the same conclusion.

# Table 6-3 does not adjust for Proposition C impacts on the County due to data limitations. The County would need to describe
which services were funded with Proposition C revenues in East Los Angeles for related adjustments to be made.
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CONCLUSIONS

COMPREHENSIVE FISCAL ANALYSIS

In the event incorporation is initiated, a formal CFA would be conducted by LAFCO. The IFA
recommends that LAFCO consider including research and examination of several topics and issues.

e Law enforcement: Given the wide difference in Sheriff cost estimates for serving Fast
Los Angeles and the costs charged to contract cities, law enforcement costs should be
examined in much greater detail in a CFA. Also, the CFA should comprehensively
examine offsetting revenues from traffic and parking tickets and drug asset seizures, and
Sheriff practices in crediting such revenues to contract cities.

e Sales tax: In the process of preparing estimates, Board of Equalization (BOE) found
that 302 businesses had been mistakenly credited to adjacent jurisdictions. Even after
correcting for this, the BOE taxable sales estimate for the IFA shows substantially lower
sales activity per capita in East Los Angeles than in comparison cities. BOE typically
does not conduct a comprehensive analysis for a CFA after doing so for an IFA.
LAFCO should request a comprehensive assessment of taxable sales activity as part of
the CFA process.

e Service levels: Analysis of service levels provided by the County with service levels
achieved in the comparison cities would clarify the implications of incorporation for the
community. Service level analysis should focus on the effectiveness of services rather
than staffing or expenditures, and might cover indicators such as response times, crime
clearance rates, recreation programming hours per capita, and pavement condition.

e Local park patrol: The County relies on sworn officers for park patrol. The CFA should
examine the extent to which sworn officers are patrolling local parks, and should
evaluate the necessity of sworn officers rather than park rangers patrolling local parks in
East Los Angeles.

e Redevelopment: Although redevelopment is usually not examined for incorporation
processes, it appears to merit examination in an East Los Angeles CFA. The County
and the City of Los Angeles are planning to merge redevelopment activities in and
adjacent to the Whiteside area in East Los Angeles. The County’s redevelopment
agency conducts economic development activities that cities typically finance through
their general funds.

e Fund balances: The CFA should examine fund balances that would potentially transfer
to the new city.

e Proposition C: The CFA should review how the County spends Proposition C
(transportation sales tax) funds in East Los Angeles to determine accurately the fiscal
effect of incorporation on the County.
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APPENDIX A:

TABLES

Table A-1: Top East Los Angeles Employers, 2007

Business Name Type of Business Employees
George Industries Manufacturing 380
East Los Angeles Doctors Hosp Hospital 350
Los Angeles Community Hospital Hospital 250
McDonalds - Sanchez Family Corporation Fast Food 250
Aramark Laundry Services 230
American Security Force Security Services 150
Stic Adhesive Products Co Inc Manufacturing 150
Brush Research Manufacturing Manufacturing 130
El Clasificado Manufacturing 100
La Fortaleza Inc Manufacturing 98
El Super Supermarket 94
Meyer & Son Direct Mail Marketing Mailing Services 90
AltaMed Health Services Corp Medical Doctor's Office 80
Johnson Controls Business Services 80
Precision Specialty Metals Manufacturing 80
Southern California Gas Co - Belvedere Station Utility Services 76
Buena Ventura Care Center Inc Nursing Home 75
Desmond Mail Delivery Service Mailing Services 75
Nuevo Amanecer Latino Children's Services Social Services 65
Arnies Supplies Service Ltd Repair Services 60
Humboldt Creamery Association Manufacturing 60
Paper Coating Co Manufacturing 60
Pikys Garment Corporation Textile Services 60
Indiana Altamed Health Services Corp Medical Doctot's Office 50
Derale Cooling Products Manufacturing 50
Jet Plastics Inc Manufacturing 50
Kaiser Permanente Medical Doctot's Office 50

TOTAL 3,243

Sources: Dun & Bradstreet and Burr Counsulting
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Table A-2: County Property Tax Share of General Revenue
FY 2005-06 FY 2006-07
Revenue Source Actuals Estimated

Property Tax Revenue

Property Taxes - Secured $1,839,426,203 $2,147,877,000

Property Taxes - Unsecured 77,971,891 94,698,000
Property Taxes - Supplemental 183,714,794 176,846,000
Property Tax Penalties 71,041,719 41,000,000
Homeowners Property Tax Relief 21,529,678 20,500,000

Total

Other General Purpose Revenue

Vehicle License Fees - In Lieu
Vehicle License Fees

Sales Taxes

Utility Users Taxes

Taxes - Nondepartmental
Other Taxes

Franchises

Business License Taxes
Interest Income - Nondepartmental
Rents - Nondepartmental
Royalties - Nondepartmental
In-Lieu Tax

Miscellaneous State

Tobacco Settlement

Total

Property Tax as % of General Revenue

2,193,684,286

929,843,888
493,400,810
41,833,882
60,630,078
99,693,558
10,804,682
9,722,220
15,583,215
22,428,745
5,549,240
336,331
204,676
4,122,116
94,438,501
1,788,591,943
55.09%

2,480,921,000

964,609,000
509,881,000
43,519,000
51,550,000
88,700,000
0
6,500,000
12,000,000
4,000,000
3,607,000
150,000

0
0
90,659,000
1,775,175,000
58.29%

Source: Author's calculations based on County 2007-08 Proposed Budget, Vol. 2, Schedule 5.
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Table A-3: FEast Los Angeles Revenue Estimates—Sources and Methods

Sources and Methods

Revenue Source
General Fund Revenues

Property Tax
County General Share
Detached County Districts
Sales Tax
Utility Users Tax
Gas
Electric
Telephone
Franchise Fees
Water
Petroleum
Cable/Telecomm
Gas
Electric
Property Transfer Tax
Transient Occupancy Tax
Intergovernmental
Vehicle License Fees
State Mandated Costs
Fines & Forfeitures
Fines
Fotfeitures
Licenses & Permits
Business License
Building and Zoning Permits
Animal Licenses
Charges for Services
Zoning
Plan Check & Engineering
Animal Control
Street Light Assessments
Solid Waste Collection
Solid Waste Management
Miscellaneous
Transfers in
CDBG - Code Enforcement
Traffic Safety Fund
COPS
Justice Assistance Grant
POST

Potential General Revenue Enhancements

Increase UUT to 7.5%

UUT - Water

UUT - Cable

CDBG - Service Level Increases
Prop. 172

Solid Waste Franchise Fee

Road Fund

Gas Taxes

Proposition C "Local Return"
Proposition C Discretionary
Proposition C RAC Grants
Surface Transportation Program
TCRP/Proposition 42

TDA - Bicycle & Pedestrian

Auditot's Ratio x Net County Cost (County estimates) for transferred services
Transfers to new city; estimates by County Assessor and Auditor-Controller
BOE analysis for CY 2000, adjusted to base year by growth rate, includes share of pool

Sempra estimate 2006 with CPI (gas) adjustment to base year
Estimated from geo-coded SCE FY 06-07 data with CPI (electric) adjustment
County estimate, FY 05-06

California Water Service Company

County estimate, FY 05-06

County estimate, FY 05-06

Sempra estimate 2006 with CPI (gas) adjustment to base year

Estimated from geo-coded SCE FY 06-07 data with CPI (electric) adjustment
Half of County revenue transfers to new city; revenue estimate by County
County estimate, FY 05-06

Population estimates by authors, Rev & Tax Code 11005, includes year 1-5 "bump"
Median revenue per capita in comparison cities per FY 04-05 SCO data, adjusted for CP1

Median revenue per capita in comparison cities per FY 05-06 agency financial documents
Median revenue per capita in compatison cities per FY 05-06 agency financial documents

County estimate, FY 05-06
Median revenue per capita in comparison cities per FY 04-05 SCO data, adjusted for CPI
County estimate, FY 05-06

County estimate, FY 05-06

Median revenue per capita in comparison cities per FY 04-05 SCO data, adjusted for CPI
County estimate, FY 05-06

County estimate, FY 05-06

County estimate, FY 05-06

Authors' estimate of assessment revenue in FY 05-06 for solid waste management purposes
Median revenue per capita in comparison cities per FY 04-05 SCO data, adjusted for CPI

Offsets code enforcement expenditure with a share of CDBG allotment

Median revenue per capita in comparison cities per FY 05-06 agency financial documents
Median revenue per tesident in comparison cities per FY 05-06 agency financial documents
Median revenue per resident in comparison cities per FY 05-06 agency financial documents
Median revenue per resident in comparison cities per FY 04-05 SCO data, adjusted for CP1

Increase UUT rate to 7.5% for electric, gas and telephone services

Impose 5% UUT on water services; water franchise fee estimate times 5

Impose 5% UUT on cable television services; assumes 80% of households pay $27 monthly
15% of CDBG funds; CDBG estimate from Huntington Park FY 05-06 grant per resident
Median revenue per capita in comparison cities per FY 05-06 agency financial documents
Impose 10% franchise fee on solid waste

Population estimates by authors, includes year 1-5 "bump" per AB 1602

MTA per resident allocations FY 05-06, authors' population estimates

Funds received and used by County in East Los Angeles in FY 05-06 per County estimates
Funds received and used by County in East Los Angeles in FY 05-06 per County estimates
Funds received and used by County in East Los Angeles in FY 05-06 per County estimates
$4.50 per resident

MTA per resident allocations FY 05-06, authors' population estimates

Note: per capita signifies 24-hour population, a hybrid measure of residential and commercial activity
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Table A-4: East Los Angeles Detailed General Fund Revenue Estimates ($ FY 05-06)

Revenue Source FY 08-09 FY09-10 FY10-11 FY11-12 FY12-13 FY13-14 FY14-15 FY15-16 FY16-17 FY17-18
General Fund Revenues 10,884,913 43,271,699 42,497,551 41,723,404 40,049,256 40,175,108 39,594,498 39,504,498 39,594,498 39,594 498
Property Tax 2,419,150 9,676,601 9,676,601 9,676,601 9,676,601 9,676,601 9,676,601 9,676,601 9,676,601 9,676,601
County General Share 1755062 7,020249 7,020249 7,020249 7020249 7,020249 7020249 7020249 7020249 7,020,249
Detached County Districts 664088 2,656,352 2,656,352 2,656352 2,656,352 2,656,352 2,656,352 2,656,352 2,656,352 2,656,352
Sales Tax 1,053,648 4214591 4214591 4214591 4214591 4214591 4214591 4214591 4214591 4,214,591
Utility Users Tax 1424296 5,697,183 5,697,183 5697183 5697183 5697,183 5697,183 5,697,183 597,183 5,697,183
Gas 173,803 695212 695212 695212 695212 695212 695212 695212 695212 695212
Electric 465,074 1,860,298 1,860,298 1,860,298 1,860,298 1,860,298 1,860,298 1,860,298 1,860,298 1,860,298
Telephone 785,418 3,141,673 3,141,673 3,141,673 3,141,673 3,141,673 3,141,673 3,141,673 3,141,673 3,141,673
Franchise Fees 251241 1,004964 1004964 1004964 1004964 1004964 1004964 1004964 1004964 1,004,964
Water 74241 296965 296965 296965 296965 296965 296965 296965 296965 296,965
Petroleum 2,647 10588 10588 10588 10,588 10,588 10,588 10,588 10,588 10,588
Cable/Telecomm 46,000 184,000 184,000 184,000 184,000 184,000 184,000 184,000 184,000 184,000
Gas 35338 141352 141352 141352 141352 141352 141352 141352 141352 141352
Electric 93015 372060 372,060 372,060 372,060 372,060 372,060 372,060 372,060 372,060
Property Transfer Tax 46008 184033 184,033 184033 184033 184033 184033 184,033 184033 184033
Transient Occupancy Tax 8,095 32,380 32,380 32,380 32,380 32,380 32,380 32,380 32,380 32,380
Intergovernmental
Vehicle License Fees 2,003,053 11,418,677 10,644,529 9,870,382 9096234 8,322,087 7741476 7741476 7741476 7741476
State Mandated Costs 0 13215 13215 13215 13215 13215 13215 13215 13215 13215
Fines & Forfeitures
Fines 220093 1,652,439 1,652,439 1652439 1652439 1652439 1652439 1652439 1652439 1,652,439
Forfeitures 215597 862,387 862,387 862387 862387 862387 862387 862387 862387 862,387
Licenses & Permits
Business License 45,389 181,557 181,557 181,557 181,557 181,557 181,557 181,557 181,557 181,557
Building and Zoning Permits 235,614 1,246,559 1,246,559 1,246,559 1,246,559 1,246,559 1,246,559 1,246,559 1,246,559 1,246,559
Animal Licenses 38,925 155,699 155,699 155,699 155,699 155,699 155,699 155,699 155,699 155,699
Chatges for Services
Zoning 9622 190810 190810 190810 190,810 190,810 190,810 190,810 190,810 190,810
Plan Check & Engineering 118,855 484337 484337 484337 484337 484337 484337 484337 484337 484337
Animal Control 788 3,153 3,153 3,153 3,153 3,153 3,153 3,153 3,153 3,153
Street Light Assessments 43,833 175,332 175,332 175332 175,332 175,332 175,332 175,332 175,332 175,332
Solid Waste Collection 904,408 3,617,631 3,617,631 3,617,631 3,617,631 3,617,631 3,617,631 3,617,631 3,617,631 3,617,631
Solid Waste Management 30,771 123,083 123,083 123,083 123,083 123,083 123,083 123,083 123,083 123,083
Miscellaneous 55,805 223,220 223,220 223,220 223,220 223,220 223,220 223,220 223,220 223,220
Transfers in
CDBG - Code Enforcement 196,204 784,816 784,816 784,816 784,816 784,816 784,816 784,816 784,816 784,816
Traffic Safety Fund 224,838 899,350 899,350 899,350 899,350 899,350 899,350 899,350 899,350 899,350
COPS 200,242 200,242 200,242 200,242 200,242 200,242 200,242 200,242 200,242 200,242
Justice Assistance Grant 181,461 181,461 181,461 181,461 181,461 181,461 181,461 181,461 181,461 181,461
POST 47,979 47979 47979 47979 47979 47979 47979 47979 47979 47979
1) fiscal estimates over time are putely static based on the population, economy and costs in FY 2005-06, and do not include subsequent projected inflation or economic growth
Sources: authors' estimates from LA County, compatison cities' financial documents, State Controllet's Office, Southern California Edison, Sempra, California Water Service Company,
Board of Equalization, California Department of Finance, SCAG, HUD, and LAFCO municipal service review data sources.
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Table A-5: East Los Angeles Expenditure Estimates—Assumptions and Sources

Expenditure Note Assumptions and Sources
General Fund Expenditures
Legislative
City Council 1 5 part-time council members and 1 administrative assistant

Management & Support

City Manager 1 City Manager, 3 Deputy City Managers, 3 staff, and $200,000 budget for services
City Clerk 1 City Clerk, 2 administrative assistants and $80,000 budget for legal notices and services
City Attorney 1 City Attorney, legal secretary, and $850,000 budget for contract services with law firms
Finance & Administrative 1 Finance Director and 15 staff for accounting, purchasing, risk management, I'T services
Human Resources 1 Human Resources Manager and 2 staff
Nondepartmental Not applicable; all overhead included in departmental cost estimates.

Public Safety
Law & Traffic Enforcement 2 Sheriff service at median cost per capita in contract cities with above-average crime rates
Parking Enforcement 1 6 City staff conduct parking enforcement and red-light camera
Animal Control 2 Contract County service at County estimated costs

Community Development
Current Planning & Engineering 3 County cost (year 1); assumes building permits and fees achieve full cost recovery (year 2+)
Advance Planning 4 General Plan ($500K) initiated in Year 1, completed in Year 2, amended annually thereafter
Code Enforcement 3 County estimate for FY 05-06, includes County overhead rates
Economic Development 1
5

Parks & Recreation

Economic development director, 2 staff analysts and $30,000 budget for outside services
County estimate for FY 05-06, includes County overhead rates, excludes regional park costs

Public Works
Street Lighting 3 County estimate for FY 05-00, includes County overhead rates
Stormwater Quality Program 4 County estimate for FY 05-006, includes County overhead rates
Solid Waste Collection 3 County estimate for FY 05-06, includes County overhead rates
Solid Waste Management 3 Authors' estimate, assumes solid waste management assessment achieves full cost recovery
Graffiti Abatement 5 County estimate for FY 05-06 public works activity funded by general fund
Financing
Start-up Expenses Not applicable; start-up costs included in departmental cost estimates.
Transition Period Loan Repayment Net County costs (per consultant estimates) in transition year repaid with 6% interest rate
Contingencies 5% of general fund expenditures (excluding contingencies)
General Fund Surplus (Deficit) General fund revenues less expenditures
General Fund Balance General fund surplus (deficit) plus prior year estimated fund balance
Road Fund Expenditures
Street Maintenance 6 Median cost per street mile among comparison cities, per SCO FY 04-05 data
Street Signa.ls1 6 Median cost per street mile among comparison cities, per SCO FY 04-05 data
Pavement Management System2 4 Pavement management system start-up and maintenance costs staffed by new city
Transition Period Loan Repayment3 Net County costs (per consultant estimates) in transition year repaid with 6% interest rate
Road Fund Surplus (Deficit) Road fund revenues less expenditures
Note:

(1) Directly staffed functions include salaries, employee benefits, expenses, contract services, liability insurance, building rent, and vehicle expense.
(2) Functions to be staffed by contract service with County include County overhead charges.

(3) Functions to be staffed by new city that are funded by revenue soutces on a full cost-recovery basis.

(4) Functions to be provided primarily by private consulting firm, with direct city costs (Deputy City Manager) in City Manager budget.

(5) Functions to be staffed by new city for which cost estimates are based on County cost estimates (and include County overhead charges).

(6) Functions to be provided by a combination of city staff and private firms. Costs are based on comparison cities.
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Table A-6: General Government Cost Estimate Detail ($ FY 05-06)
Department/Unit Year 1 Year2  Ongoing [Department/Unit Year 1 Year2  Ongoing
City Council $183,013  $492,050 $492,050|Finance & Administrative Services $433,581 $2,243,675 $2,033,675
Staff Positions (FTEs) 1.0 1.0 1.0]  Staff Positions (FTEs) 5.0 16.0 16.0
Salaries and Employee Benefits 45,563 182,250 182,250  Salaries and Employee Benefits 137,531 1,258,875 1,258,875
Expenses 34,250 137,000  137,000] Expenses 57,500 568,400 568,400
Overhead 43,200 172,800  172,800] Overhead 38,550 206,400 206,400
Start-up Costs 60,000 0 0] Start-up Costs 200,000 210,000 0
City Clerk 96,900 376,600 366,600l Human Resources 325,225 505,900 380,900
Staff Positions (FTEs) 1.5 3.0 3.0] Staff Positions (FTEs) 3.0 3.0 3.0
Salaries and Employee Benefits 30,375 216,000  216,000] Salaries and Employee Benefits 64,125 256,500 256,500
Expenses 27,750 111,000  111,000] Expenses 18,500 74,000 74,000
Overhead 8,775 39,600 39,600  Overhead 12,600 50,400 50,400
Start-up Costs 30,000 10,000 0] Start-up Costs 230,000 125,000 0
City Attorney 674,450 1,217,800 1,217,800{Economic Development 94,538 544,650 404,650
Staff Positions (FTEs) 2.0 2.0 2.0]  Staff Positions (FTEs) 1.0 3.0 3.0
Salaries and Employee Benefits 67,500 270,000 270,000 Salaries and Employee Benefits 32,003 303,750 303,750
Expenses 222,250 889,000  889,000] Expenses 14,375 62,500 62,500
Overhead 14,700 58,800 58,800 Overhead 8,100 38,400 38,400
Start-up Costs 370,000 0 0| Start-up Costs 40,000 140,000 0
City Manager 408,388 1,575,150 1,510,150|Parking Enforcement 155,850 543,750 523,750
Staff Positions (FTEs) 3.0 7.0 7.0]  Staff Positions (FTEs) 4.0 6.0 6.0
Salaries and Employee Benefits 123,188 1,086,750 1,086,750] Salaries and Employee Benefits 74,250 357,750 357,750
Expenses 138,350 274,000  274,000] Expenses 10,000 58,000 58,000
Overhead 41,850 149,400  149,400] Overhead 21,600 108,000 108,000
Start-up Costs 105,000 65,000 0] Start-up Costs 50,000 20,000 0
Notes:
(1) Employee benefits were calculated as 35 percent of direct payroll, per Bureau of Labor Statistics' Employer Costs for Employee Compensation for state and local government
workers in FY 2005-06. This includes pension, health and other insurance programs, Social Secutity, Medicare, Unemployment Insurance, and Workers Compensation.
(2) Expenses include professional and contractual services, materials and office supplies (at least $2,000 per FTE), travel and meetings, and memberships and dues.
(3) Overhead includes building rent, liability insurance, vehicle expense, telephone and internet utilities. Building rent budgets for $2.00 per square foot monthly, assumes at least 300
square feet per FTE, and provides for additional space for Council chambers and conference rooms. Vehicle expense assumes vehicle costs of $500-600 monthly for department
heads and field staff (e.g., auditor, parking enforcement). Liability insurance costs are assumed to be $3,000 per FTE.
(4) Start-up costs include $10,000 per FTE for computers and furnishings, and budgets for extra professional and contractual services. Budget for start-up services are $350,000 for
City Attorney, $100,000 for City Manager, $250,000 for Finance & Administrative, $325,000 for Human Resources, $150,000 for Economic Development, $30,000 for Parking
Enforcement, and $10,000 for City Clerk.
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Table A-7: FEast Los Angeles Detailed General Fund Cost Estimates ($ FY 05-06)

Expenditure FY 08-09 FY09-10 FY10-11 FY11-12 FY12-13 FY13-14 FY14-15 FY15-16 FY16-17 FY17-18
General Fund Expenditures 7,443,717 37,290,267 36,324,267 36,324,267 36,324,267 36,324,267 35,903,560 35,903,560 35,903,560 35,903,560
Legislative
City Council 183,013 492,050 492,050 492,050 492,050 492,050 492,050 492,050 492,050 492,050
Management & Support
City Manager 408,388 1,575,150 1,510,150 1,510,150 1,510,150 1,510,150 1,510,150 1,510,150 1,510,150 1,510,150
City Clerk 96,900 376,600 366,600 366,600 366,600 366,600 366,600 366,600 366,600 366,600
City Attorney 674,450 1,217,800 1,217,800 1,217,800 1,217,800 1,217,800 1,217,800 1,217,800 1,217,800 1,217,800,
Finance & Administrative 433,581 2,243,675 2,033,675 2,033,675 2,033,675 2,033,675 2,033,675 2,033,675 2,033,675 2,033,675
Human Resources 325,225 505,900 380,900 380,900 380,900 380,900 380,900 380,900 380,900 380,900
Public Safety
Law & Traffic Enforcement 3,229,340 12,917,360 12,917,360 12,917,360 12,917,360 12,917,360 12,917,360 12,917,360 12,917,360 12,917,360
Parking Enforcement 155,850 543,750 523,750 523,750 523,750 523,750 523,750 523,750 523,750 523,750
Animal Control 52,990 211,960 211,960 211,960 211,960 211,960 211,960 211,960 211,960 211,960

Community Development
Current Planning & Engineering 389,547 1,921,706 1,921,706 1,921,706 1,921,706 1,921,706 1,921,706 1,921,706 1,921,706 1,921,706

Advance Planning 125,000 375,000 25,000 25,000 25,000 25,000 25,000 25,000 25,000 25,000
Code Enforcement 196,204 784,816 784,816 784,816 784,816 784,816 784,816 784,816 784,816 784,816
Economic Development 94,538 544,650 404,650 404,650 404,650 404,650 404,650 404,650 404,650 404,650
Parks & Recreation 1,019,787 4,079,148 4,079,148 4,079,148 4,079,148 4,079,148 4,079,148 4,079,148 4,079,148 4,079,148
Public Works
Street Lighting 347,519 1,390,074 1,390,074 1,390,074 1,390,074 1,390,074 1,390,074 1,390,074 1,390,074 1,390,074
Stormwater Quality Program 25,332 101,327 101,327 101,327 101,327 101,327 101,327 101,327 101,327 101,327
Solid Waste Collection 1,313,097 5,252,388 5,252,388 5,252,388 5,252,388 5,252,388 5,252,388 5,252,388 5,252,388 5,252,388
Solid Waste Management 30,771 123,083 123,083 123,083 123,083 123,083 123,083 123,083 123,083 123,083
Graffiti Abatement 114,358 457,431 457,431 457,431 457,431 457,431 457431 457431 457,431 457,431
Financing
Transition Period Loan Repayment -1,772,171 420,707 420,707 420,707 420,707 420,707
Contingencies 0 1,755,693 1,709,693 1,709,693 1,709,693 1,709,693 1,709,693 1,709,693 1,709,693 1,709,693
General Fund Surplus (Deficit) 3,441,197 5,981,431 6,173,284 5,399,136 4,624,989 3,850,841 3,690,937 3,690,937 3,690,937 3,690,937
General Fund Balance 3,441,197 9,422,628 15,595,912 20,995,048 25,620,037 29,470,878 33,161,815 36,852,752 40,543,689 44,234,627

1) fiscal estimates over time are purely static based on the population, economy and costs in FY 2005-06, and do not include subsequent projected inflation or economic growth

Sources: authors' estimates from LA County, compatison cities' financial documents, State Controllet's Office, Southern California Edison, Sempra, California Water Service Company,

Board of Equalization, California Department of Finance, SCAG, HUD, and LAFCO municipal service review data sources.
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Table A-8: FEast Los Angeles Detailed Road Fund Estimates ($ FY 05-06)

FY 08-09 FY09-10 FY10-11 FY11-12 FY12-13 FY13-14 FY14-15 |FY15-16 FY 16-17 FY 17-18

Road Fund 1,980,929 7,864,062 7,625,441 7,386,820 7,148,199 6,909,577 6,730,612 6,730,612 6,730,612 6,730,612
Gas Taxes 894,829 3,519,662 3,281,041 3,042,420 2,803,798 2,565,177 2,386,211 2,386,211 2,386,211 2,386,211
Proposition C "Local Return" 396,566 1,586,263 1,586,263 1,586,263 1,586,263 1,586,263 1,586,263 1,586,263 1,586,263 1,586,263
Proposition C Discretionary 91,266 365,062 365,062 365,062 365,062 365,062 365,062 365,062 365,062 365,062
Proposition C RAC Grants 238,923 955,691 955,691 955,691 955,691 955,691 955,691 955,691 955,691 955,691
Surface Transportation Program 192,645 770,579 770,579 770,579 770,579 770,579 770,579 770,579 770,579 770,579
TCRP/Proposition 42 149,565 598,259 598,259 598,259 598,259 598,259 598259 = 598,259 598,259 598,259
TDA - Bicycle & Pedestrian 17,136 68,545 68,545 68,545 68,545 68,545 68,545 68,545 68,545 68,545

Road Fund Expenditures 1,136,535 7,090,259 7,012,283 6,390,259 6,390,259 6,390,259 6,390,259 6,390,259 6,390,259 6,390,259
Street Maintenance 2,258,559 5,846,261 5,846,261 5,846,261 5,846,261 5,846,261 5,846,261 5,846,261 5,846,261 5,846,261
Street Signals1 413998 413,998 413,998 413998 413,998 413,998 413998 413,998 413,998
Pavement Management System” 200,000 130,000 130,000 130,000 130,000 130,000 130,000 130,000 130,000 130,000
Transition Period Loan Repayment3 -1,322,024 700,000 622,024 0 0 0 0 0 0 0

Road Fund Surplus (Deficit) 844,394 773,803 613,158 996,561 757,939 519,318 340,352 340,352 340,352 340,352

Notes:

(1) Street signal expense in transition year is included in the cost of County services.

(2) Pavement Management System is a new city start-up/transition expense managed by Deputy City Manager included in City Manager expense.

(3) Transition period loan repayment is based on the County's estimated revenues and costs of services. After the transition year, the new city would control service costs and provider decisions.

Source: authors' estimates based on Los Angeles County, State Controllers' Office, Caltrans, and Metropolitan Transportation Authority data sources
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