ELIMINATING the Tax Revenue Anticipatory Notes (TRAN)
by Daniel Wiseman – July 1, 2010

We are all aware of the conflict that developed between the City Council and the combined offices of the Mayor and DWP.  It was started by the most recent of several attempts, by the DWP, to convince the City Council and the Public that the DWP needs more money (rate increases):
     1.  to pay for increasing expenses (a dwindling amount of Sacramento Delta water and
          an increasingly expensive amount of “purchased, generated” electric power), 
     2.  to fix a neglected infrastructure (crumbling water mains, ancient power poles,
          antiquated power transformers, etc.) and 
     3.  to make the DWP more “green” (retiring coal-based power plants, building wind,
          hydroelectric & geothermal aka “renewable” power sources).  

The bottom line is that these three problems are real and the increased costs to solve them are necessary but  “unpolitical.”  No one wants to pay more than they have to but how do we know “what’s what?”  No convincing evidence or understandable budget proposals have been presented to the City officials or to the Public.  Our City officials do not want the wrath of the workers (unions which would benefit and unions denied the benefit of increased funds and staff), the rejection the political supporters (those who make campaign contributions) or the rejection of the electorate (those who make the effort to vote) which must follow any increases in Water and Power rates.  The result is blame, denial and destructive reactions.  I do not wish to suggest and, of course, do not have any authority to condemn any specific individuals, anywhere in our government.  That is a task for the DA’s Office of Public Integrity and other legal officials.  Rather the following suggestion is made to right what appears to be a domino-set of wrongs:
#1 – The City Council should propose and enact legislation which would require the DWP to make a one-time “pre-payment” of at least $ 200 million of the estimated FY2010-2011 $ 257 million DWP Power Transfer obligation. 
        a.  This obligation accrued from July 1, 2009 through June 30, 2010.
        b.  The amount of $ 200 million is clearly less than the “full” obligation as documented by the
              already-received 10% Power Utilities Tax of that time period.
        c.   These funds are sorely needed by the City, right now, to replenish a depleted Reserve
              Fund and diminish our dependence on the $ 1.2 billion FY2010-2011 Tax Revenue
              Anticipatory Notes (TRAN) which supports the City Budget in the first six months of each
              fiscal year when we do not have enough income to cover our expenses.  (See the graph.)
        d.  The argument that the DWP would be “strapped for cash” by this early payment needs 
              more clarity but the Controller’s Report implies that this “early” Transfer is feasible.
#2 – The City Council should propose and enact legislation to change the time-table for the DWPs
         payment of the Power Transfer from two payments in the “following” spring to an additional
         2/3 of one percent to each of the monthly payments of the 10% Power Utilities Tax (that is a
         total of 10.667% of “Gross Income” per month).  This is not a “raid” on the DWP funds as
         DWP accrues the Power Transfer obligation with every month’s income.  This change would
         make it a requirement that DWP keeps their obligation “current.”  It would prevent a
         recurrence of DWP “withholding” their payment again, next year.  And, it would result in a
         one year increase in income of about $ 250 million.
#3 – Any discrepancy in the “actual” calculation of the annual 8% of Gross Power Revenue which
        may be made in the “final or audited” DWP budget report can be “corrected” (an additional
        payment or refund) in the Spring (when the final calculations have been made).



#4 – A more complex but very feasible action could eliminate our dependence on the TRAN loan,
        entirely.  That would be to move the “due date” of the Business Tax from February to July.
        This would lose about $ 220 million (half a year’s tax) and could be (should be) done in the
        same year in which the “one year increase in DWP income” occurs, to “smooth” the loss.

We can hope that these actions will help balance our syncopated budget, decrease our loan requirements, benefit to our universally challenged business community, serve as an attraction
for new business and create a stimulus to our economy.
