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REVIEW OF "A STRONG BUDGET FOR LOS ANGELES" 

The City Council directed our office to review Labor's Proposed 29010-11 Budget 
entitled "A Strong Budget for Los Angeles - Solutions from City Workers to Protect Neighborhood 
Services". 

The authors of "A Strong Budget" are to be commended for their insightful analysis of 
City operations. Altogether, Labor proposed a net $432.4 million in new revenues and expenditure cuts 
including the restoration of fire suppression and EMS services. 

Attachment A is a summary of the fiscal components of the review. On Attachment B, we 
have provided a CAO Comment directly below each section of the Labor proposal to facilitate review. 
We did not have sufficient time to categorize Labor's proposals into one-time vs. ongoing cuts or 
revenues, but it is an important issue, and we will report-back on this issue, if directed. 

Summary 

Labor Proposals in the Mayor's Proposed Budget ($27.4 Million) 
Some of the proposals in Labor's budget plan were confirmed to be included in the 

Mayor's 2010-11 Proposed Budget. For example, several of the proposed fee increases related to the 
Fire Department are in the Mayor's Proposed Budget, as well as a freeze on firefighter hiring. 
Presuming that all of labor's assumptions on the beginning budget deficit were true, the effect of 
incorporating this category of proposals would reduce Labor's beginning deficit from $432.4 Million to 
$405 Million. 

Labor Proposals Classified as "Feasible" ($27.3 Million) 
This category represents the Labor proposals that we classify as "feasible" 

(e.g., restoring fire suppression and EMS service), if the Council and Mayor choose to implement these 
proposals. In some cases, the amounts shown as "feasible" are the increase in savings/revenues from 
Labor proposals that are greater than what is included in the Mayor's Proposed Budget (e.g. further 
increasing fees for false burglar alarms). It is important to highlight that the bulk of the savings in this 
category are related to deferring a planned COLA and Step Increase for Coalition members in 
exchange for no layoffs. Our revieW concludes that layoffs would generate $8.2 Million above Labor's 
proposal, which has already been included in the Mayor:'s Proposed Budget. Presuming that all of 
labor's assumptions on the beginning budget geficit were· true, the effect of incorporating this category 
of proposals, with the above category of proposals, would reduce Labor's beginning deficit from $432.4 
Million to $377.7 Million. ··· 
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Labor Proposals Classified as Not Feasible {$155.2 Million) 
This category includes the Labor proposals that that we classify as 

"Not Feasible". For example, Labor estimated that $39 Million could be saved if capital/infrastructure 
projects were not funded at the policy level of 1 percent of General Fund revenue. Our comments 
indicate that the City has not budgeted funds at this level since 2006-07, and that the budgeted level in 
the Mayor's Proposed Budget is $6.35 Million. 

This category also contains Labor Proposals that we categorize as "Amount Unknown at 
This Time". In other words, we do not dispute that additional savings or revenues can be achieved; 
however, we have no means, at this point in time, to develop a reliable financial estimate. For example, 
implementation of SB 1137 (fines and penalties charged to owners of foreclosed properties) will result 
in millions of dollars in new revenue. Estimates range from $60 Million as proposed by Labor to "tens 
of millions" as stated by a representative of the City Attorney's Office. Our review highlights that 
revenues from fines and penalties must be directed to nuisance abatement programs; how much of this 
revenue can be used to offset the General Fund deficit is not known at this time. Further, we request 
that the Building and Safety Department prepare a multi-year implementation plan so that net revenues 
can be determined (gross revenues minus implementation costs). 

Presuming that all of labor's assumptions on the beginning budget deficit were true, the 
effect of incorporating this category of proposals, with the above categories, does not change Labor's 
remaining deficit of $377.7 Million; the $155.2 Million in proposals that were classified as "Not Feasible" 
are just not included as measures to offset the budget deficit. However, it is important to note that a 
substantial amount of this deficit could be reduced when the proposals designated as "Amount 
Unknown at This Time" {e.g., SB 1137) are further analyzed and implemented. 

We welcome ideas submitted by our labor partners. "A Strong Budget for Los Angeles" 
represents the innovativeness of our City workers, their strong stake in the outcomes of budget 
decisions, and the need to continuously work together to reach mutual solutions. If you have any 
questions about the GAO's review of "A Strong Budget", please contact David Luther of my staff at 
(213) 473-7533. 

Cc: Honorable Antonio R. Villaraigosa, Mayor 

Attachments 
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Attachment A 
Fiscal Review Summary of A Strong Budget for Los Angeles 

Labor Estimate 
(Change to Deficit) 

Included in 
Proposed Budget 

4,081,849 

3,199,678 

Feasible 

7.400,000 

1,790,322 

2,380,000 

Amount Unknown At 
This Time = "X" or 

Amount is not Feasible 
= {$ reduction) 

Comments 

Labor has previously accounted for $7.7 Million 
in savings by deferring police hiring. Either 

hiring can be suspended, or sworn 
"""' 1 ~*-'tion can be backfilled with existing civilians, 

both can not be done to generate the total 

X 

lorooosed savings ($14.95 Million) without 

increase in license fee as proposed by 
Labor would generate $.6M. Additional 
revenues are potentially available (net of 
increased operations costs) if the licensing 
program is expanded including implementation 

the Administrative Citation Program. 
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Attachment A 
Fiscal Review Summary of A Strong Budget for Los Angeles 

Labor Estimate 
(Change to Deficit} 

7,500,000 

2,050,000 

1,000,000 

9.500.000 lill;!ii!!ii'!ii·l 

Included in 
Proposed Budget 

900,000 

6,000,000 

2,050,000 

1,000,000 

2 

Feasible 

500,000 

3,500,000 I 

7,500,000 I 

j I 

27,300,000 

Amount Unknown At 
.This Time= "X" or 

Amount is not Feasible 
= ($ reduction} 

X 

Comments 

!Consistent with CLA's estimate. 

!Consistent with CLA's estimate. 

If no layoffs occur, we estimate the General 
Fund savings of deferring the COLA and Step 
Increase to be $27.3 million. If 551 Coalition 
members are laid off on July 1, 2010, we 
estimate the General Fund would save 
approximately $35.5 Million ($8.2 million above 
Labor's proposal, which is included in the 
Mayor's Proposed Budget) and an 
additional $11.3 million in 2011-12. 
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IM•nlimi7"' Early Retirement Incentive Program 

Maximize Transfers of Workers Out of General 
Fund 

Reform Workers Compensation 

Renegotiate Contracts - Personal Services 
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Attachment A 
Fiscal Review Summary of A Strong Budget for Los Angeles 

Labor Estimate 
(Change to Deficit} 

Included in 
Proposed Budget 

212,578 

10,000,000 

3 

Feasible 

2,900,000 

1,037,422 

6,400,000 

Amount Unknown At 
This Time = "X" or 

Amount is not Feasible 

= 

X 

Comments 

Further savings can be achieved by 
transferring General Fund staff to Special Fund 
vacancies. However, the CAO report clarifies 
why current year vacancies and surpluses do 
not necessarily translate into 201 0-11 savings. 
To give a frame of reference, the Coalition 
Agreement includes an estimate of $6-7 million 
for such transfers in 2009-10. 
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Improve Efficiency of Debt Collection 

Hold Banks Accountable for Foreclosure 
Maintenance 

Renegotiate Excessive Interest Rates 

Operations and Management 

Deferring Capital Expenditures 
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Attachment A 
Fiscal Review Summary of A Strong Budget for Los Angeles 

Labor Estimate 
(Change to Deficit) 

Included in 
Proposed Budget 

X 

4 

Feasible 

6,350,000 

Amount Unknown At 
This Time = "X" or 

Amount is not Feasible 
Comments 

GSD and CAO are currently working to identify 
savings achieved to date and additional 
potential 

generate revenue for nuisance abatement 
Estimates from City Attorney range 

"tens of millions" to Labor's $60M. 
, it is not possible to provide any 
revenue estimate until the Building and 

Department has provided a multi-year 
I imnlementation plan. The CAO report does 

some concerns about the assumptions 
Labor to estimate revenues for this 

savings would be used to pay down long
variable rate debt in the Wastewater 

,uuuJIPrnnr"m, and could not be used to offset other 

X gained by consolidations have been achieved 
through ERIP. Without completed studies, it is 
not possible to estimate what additional 
could be aained bv the consolidations. 

The City has not budgeted 1 % of General Fund 
revenue for capital/infrastructure projects since 

(32,650,000)12006-07. The CAO does not recommend 
deleting the $6.35M for capital/infrastructure 
projects in the 2010-11 Proposed Budget. 



Section Page 

TOTALS: 

Attachment A 
Fiscal Review Summary of A Strong Budget for Los Angeles 

Labor Estimate 
(Change to Deficit) 

$ 432,400,958 

Included in 
Proposed Budget 

Feasible 

Amount Unknown At 
This Time = "X" or 

Amount is not Feasible 
= 

$ 27,444,105 $ 27,257,744 $ (155, 160,958) 

5 

Comments 



Defining the Shortfall 

The City of Los Angeles approaches Fiscal Year 2010-11 with a significant shortfall. The Chief 
Administrative Officer (CAO) projected the shortfall for Fiscal Year 2010-11 at $485 million. 
Using the Controller's revenue estimates and the CAO's projected expenditures as of the Mid
Year Financial Status Report (FSR), dated January 29, 2010, the initial shortfall is $426.8 
million. Adjusting projections according to some recent data (described below), the starting point 
for this budget is $432.4 million- just more than 10% of the City's General Fund. 

Without the actions of City workers last year to approve an early retirement program and other 
contractual changes, the problem would be much greater. 

Initial Shortfall 
Coalition COLA Deferral (from FY 2009-10) 
ERIP Payroll Savings 
ERIP Healthcare Savings 
ERIP Incentives and Sick Payout 
Increased Pension Contribution 

Total Agreement Impact 
Current Shortfall Projection 

$544.7 
$33.5 

90.3 
9.9 

(23.5) 
2.0 

112.3 
$432.4 

City workers were out front, working on productive solutions as soon as the current recession hit 
Los Angeles. We remain committed to finding productive, pro-active solutions to address the 
challenges Los Angeles faces, preserving services for the residents of Los Angeles. 

CAO Comment: 
Labor's proposed budget begins with an estimated deficit of $432.4 Million. The 
beginning deficit in the Mayor's Proposed Budget is $492 Million. There are many 
reasons why reconciling the estimates is difficult to accomplish (e.g., different 
revenue bases were used to estimate the deficits). However, from our 
perspective, the beginning budget deficit is not material to the purposes of this 
review, i.e., reviewing labor's proposed budget balancing measures. 

Revenue (Assumptions) 

The budget crisis facing the City of Los Angeles is primarily a revenue crisis. The anticipated 
shortfall of $432 million in FY 2010-11 is the result of an historic drop in economically sensitive 
revenues that the City relies on for its General Fund. 

The issues leading up to this revenue crisis are well documented. Despite warnings that the top 
revenues may not be stable over the long term, the City continued to rely on revenue growth. 
City officials were warned of possible revenue declines by early 2008. Unfortunately, the City 
was slow in developing and implementing plans to cut costs and restructure with fewer 
resources. In addition, the City's revenue-estimating team over-projected revenues for FY 2009-
1 0 as the recession reached its worst. Combined with slow reaction to the budget problem, this 
resulted in a severe current-year shortfall, despite an historic cut in the City workforce 
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The largest single revenue source to the City of Los Angeles remains property tax receipts. 
Over the past five years, the City has received more property tax revenues as a result of 
changes in the way the state distributes revenues to local government. Therefore, the slightest 
change in property tax revenue has a major effect on the City's budget. Because of the fallout of 
the real estate market, the City saw an actual drop in property tax receipts -for the first time in 
over a decade. 

Additionally, the recession has had a chilling effect on tourism, which in turn lowers the City's 
receipts of the hotel bed tax. Over the past two years, the City saw a decrease in the hotel bed 
tax by 8% and 7% respectively. 

For the upcoming fiscal year (FY 2010-11), it appears that the economy is showing signs of 
slow recovery. This should bode well for City's anticipated revenues. However, historically, the 
City's revenues lag the financial indicators by 12 to 18 months. This would place FY 2010-11 as 
the year where the City hits its low point in revenue receipts. 

The Controller estimates that General Fund revenues for FY 2010-11 will be $4.2 billion, nearly 
five percent less than the current year (FY 2009-1 0) adopted budget, within one percent of the 
anticipated actual revenues for the current fiscal year, and $55 million more than the 
conservative estimate outlined by the CAO in the City's FSR. 

Since March 1, there have been external factors that slightly improve the outlook for revenue 
estimate. In the Fourth Financial Status Report, the CAO reported $26 million in additional 
property tax revenue received for FY 2009-10 a 1.82% increase over projections. Therefore, for 
this budget, the Coalition assumed that the conditions will result in a similar adjustment on next 
year's property tax projections. 

Reports are that March retail sales -which translate into sales tax receipts -were stronger than 
expected and are showing signs of sustained growth. This points to stronger than anticipated 
revenue for FY 2010-11, though this budget does not rely on any sales, business, or hotel tax 
receipts beyond that projected by the Controller. Additionally, stabilization in the housing market 
and a recovery in sales of existing homes could result in more Documentary Transfer Tax (OTT) 
revenue. OTT revenue is treated as one time revenue, as it is extremely volatile and tied directly 
to the health of the residential housing market. However, rebounding housing values with 
foreclosed properties coming onto the market make an increase likely in next year's OTT as 
well. 

In sum, this budget starts from a projection of $4.215 billion in General Fund revenues, just $26 
million greater than the Controller's report. Given the rebounding economy and recent receipts, 
this is still believed to be a conservative number. 

CAO Comment: 
Labor's proposed budget begins with the Controller's 2010-11 General Fund 
revenue estimate of $4. 19 billion. Labor's proposed budget adds $26 Million to 
the Controller's estimate for property tax to arrive at a 2010-11 General Fund 
revenue estimate of $4.2 Billion. Based on a line-by-line analysis of property tax 
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and additional information since the Controller's report, the Mayor's Proposed 
Budget adds $19 Million in property taxes. 

Expenditure (Assumptions) 

The base General Fund expenditures assumed in the Coalition's budget come directly from the 
CAO through its FSR, adjusted according to new information from the City. The FSR projected 
$4.616 billion in anticipated expenditures for FY 2010-11. Since then, the CAO identified 
additional costs, including $21.6 million in additional sworn and civilian retirement contributions; 
$11.7 million in benefits; $2.1 million in debt service; and $11.3 million for the Police 
Department; slightly offset by $15.1 million in savings on Medicare costs, for a total of $4.648 
billion. The GAO's base expenditure assumes continuing the city's services at the current levels 
and meeting the city's financial obligations such as debt service, employee pension and 
healthcare obligations. 

CAO Comment: 
In the Mid-Year FSR, the CAO estimated 2010-11 expenditure levels at $4.616 
Billion. The CAD's Supporting Information booklet for the 2010-11 Proposed 
Budget summarizes the proposed changes and adjustments to the 2009-10 
Adopted Budget to arrive at a 2010-11 General Fund expenditure estimate of $4.34 
Billion. 

Maintain Public Safety by Supporting CommunityRBased 
Policing 

Budgeted 
Impact 

Program Changes FY 2010w11 

Delay police hiring plans $7,700,000 
for one year. 

Move Sworn Police Officers out $7,250,000 
of positions that can be filled 
by civilians and replace via 
transfer of general fund workers 

Restore Fire Suppression and EMS Service$(39,800,000) 

Freeze Firefighter hiring and training $9,230,000 

Consolidate and streamline Fire $4,990,000 
Department management 
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Potential 
Impact Ongoing 

FY 2010-11 Impact 

N/A N/A 

$7,250,000 $7,250,000 

$(39,800,000) $(39,800,000) 

$9,230,000 N/A 

$4,990,000 $4,990,000 



Mayor Villaraigosa has identified public safety as the City's number one priority. Los Angeles 
has been successful in recent years employing a broad strategy to lower crime. City leadership 
worked with Chief William Bratton to modernize LAPD, expand police forces, and adopt a 
comprehensive approach to public safety. 

Libraries, recreation programs, street services, and economic development programs, among 
others, set the temperature for public safety in our neighborhoods. Police are the leading, but 
not the only, face of public safety in Los Angeles. The impact of police comes when they are on 
patrol and fighting crime, utilizing their full skills and training. 

The budget for the Los Angeles Police Department is by far the single most expensive 
department in the City budget. At nearly $1.2 billion, LAPD accounts for a quarter of all General 
Fund expenditures. The initial expenditures in this budget also include an $11.3 million increase 
in LAPD, as anticipated by the CAO. Given the size of LAP D's budget, it would be a mistake to 
ignore it as a candidate for cost savings and efficiency. Each one percent of efficiency would 
result in $12 million in savings. 

The City's current police force and broad range of community-supporting public safety programs 
have succeeded in recent years in bringing crime to historic lows. It would be a mistake to 
equate each dollar spent or position budgeted with crime reduction, rather than to recognize the 
full and broad public safety strategy carried out by the City. 

Freeze Police Hiring for the Year 

The quickest and most cost-effective way to increase police presence in the field is to redeploy 
officers working civilian jobs, as outlined above. Given that there are hundreds of officers who 
could be moved in that vein, the prudent course of action is to stop police hiring. In the mid-year 
Financial Status Report, the GAO laid out several scenarios for savings from changes to police 
hiring, ranging from a savings of $7.7 million to $69.4 million in 2010-11. While the most 
conservative fiscal policy would be to recommend the layoff all probationary officers and the 
halting of hiring, this budget recommends that the City suspend hiring plans for FY 2010-11, to 
allow the Department to absorb the newly sworn officers that were hired in FY 2009-10, focus 
on efficiently using sworn resources, and continue working with other city departments to 
increase public safety. 

Such a policy decision would result in savings of $7.7 million. At the same time, it will help 
address the structural deficit by moving the City towards its primary goal without incurring 
additional on-going salary and benefit obligations to the City's General Fund. 

Source: Mid- Year Financial Status Report- Addendum (Council File 09-0600) 
Pages 2-3 
February 3, 2010 

CAO Comment: 
If sworn hiring were deferred until FY 2011a12, then the City would save $7.4 
million. 
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Move Sworn Officers out of Civilian Positions 

The greatest impact of police officers on public safety derives from their presence in the 
community. There are an estimated 600 sworn officers currently deployed in jobs that could be 
effectively filled by civilians. 

A 2008 audit by the Controller detailed recommendations for strategic civilianization in the Los 
Angeles Police Department (LAPD). The report outlines best practices and sets a roadmap for 
deploying sworn officers who currently perform administrative functions to the field. It's time to 
implement the feasible action items identified in that audit and for the Police Department to 
maximize the efficient and cost-effective use of its resources. 

The audit identified 400 positions that could be performed by civilian employees. At the time, the 
average cost savings was estimated at $29,000 per position. This budget assumes that 250 
positions will be filled in the fiscal year with current City employees whose positions are 
threatened for elimination. 

Source: Review of Increased Civilianization in the Los Angeles Police Department, Page 104 
Office of Controller Laura Chick 
March 19, 2008 

CAO Comment: 
To generate the $7.25 Million in savings identified by labor, the City would have to 
layoff 104 officers in sworn personnel and transfer existing General Fund civilian 
staff into the vacant positions. Transferring existing General Fund civilian staff 
would result in service reductions in other City departments. 

Alternatively, sworn hiring could be reduced and civilians could be used to 
backfill attrition. However, labor has previously accounted for $7. 7 Million in 
savings by deferring police hiring. Either sworn hiring can be suspended, or 
sworn attrition can be backfilled with existing civilians, but both cannot be done 
to generate the total proposed savings ($14.95 Million) without layoffs. 

Civilianizing one-for-one (deleting or not hiring a police officer and hiring or 
restoring a civilian position) would only save $1.5-2 Million. 

Ensure Fire Safety by Prioritizing Front-Line Responders 

Fully Restoring Fire Suppression and EMS Service 

Cost: $39,800,000 

In FY 2009/10, the Los Angeles Fire Department sustained a dramatic decrease of resources 
for basic life safety services. The Mayor cut the Fire Department by nearly $40 million, which 
resulted in a 10 percent decrease in service each day to Los Angeles residents through the 
daily closure of 28 resources (fire engines, fire trucks, and ambulances). These "rolling 
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brownouts" add additional pressure on non-closed resources and can leave parts of the City 
uncovered when other resources are on runs. But, because the closures change on a daily 
basis, and are not concentrated in one community, the residents of Los Angeles are not aware 
of the vulnerabilities this policy presents to them and their neighbors. 

The basis for this policy rests on the assumption that at any given time, there are emergency 
units throughout the city that are idle, and therefore a 10 percent closure represents a more 
efficient system. However, in practice, when an emergency occurs, a nearby unit should be on 
the ready. And if that incident occurs at a time when the closest unit is browned out, there is no 
consolation to the resident in medical distress or trapped in a burning building for the efficiency. 

Throughout the year, continued debate occurred surrounding this decision and its ramifications. 
The Chief publicly indicated that the closures are prolonging response times, which in a life 
threatening emergency every second is critical. The Los Angeles Times reported incidents 
where closed units may have resulted in excessive damage or even loss of life. Several 
incidents occurred in which the closest unit was "browned out" while the open unit was 
responding to another incident. The next closest unit that arrived on scene had to travel from a 
different district, prolonging the time it took to render aid. 

Fundamentally, appropriate life safety service levels must be added back into the FY 2010-11 
budget. While it represents nearly $40 million in additional budget costs, the City should commit 
to providing the life safety services levels the residents of Los Angeles deserve. The 
commitment to fully restore these critical services to communities represents city workers' core 
values and underscores their commitment to a budget that prioritizes frontline services over cuts 
that impact Los Angeles residents. 

Source: 2009-10 Proposed Budget Blue Book 

CAO Comment: 
We concur with Labor's estimated cost to restore fire suppression and EMS 
service. The Mayor's Proposed Budget added additional positions to Modified 
Deployment raising the cost to restore fire suppression and EMS service to 
$41.2 Million. The $41.2 million in overtime savings reduces the need to make 
alternative cuts to fire services. Alternative cuts, if necessary, would have a 
greater impact on fire services including the possible closure of Fire Stations and 
the elimination of the urenth Member" on a Task Force. 

Freezing Firefighter Hiring and Redeploying Training Staff to the Field to Provide more 
Frontline Firefighters in the Community 

Cost Savings: $9,230,000 

Closing all drill tower operations for FY 2010-11 and redeploying firefighters back into the field 
to backfill positions that are required by constant staffing will save the City $9.23 million dollars. 
This redeployment results in 20 firefights in the field from the drill tower who can fill the 250 daily 
platoon duty positions that are vacant each day and require the City to pay time and a half to fill 
these constant staffing spots. 
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The total savings is also achieved by cancelling three recruit classes and not paying salaries for 
the 100 recruits that were not hired in this current fiscal year, as a result of the current year 
postponement of two drill tower classes. 

Source: Fire and Police Efficiency Working Group Memo (Council File 09-0600-S159) 
Attachment 
February 25, 2010 

CAO Comment: 
Savings of $4 Million from freezing firefighter hiring and redeploying training staff 
to the field is included in the 2010a11 Proposed Budget. The approximate cost of 
$5 Million to hire 150 recruits was not in the 2009~10 base budget and, therefore, 
cannot be counted as 2010-11 savings. 

Consolidating Fire Department Management and Returning Firefighters to the Field 

Cost Savings: $4,990,000 

Rather than continue to cut front-line deployment, the Fire Department could eliminate two 
battalion offices, effectively eliminating 6 Battalion Chief positions (3 platoon duty positions for 
each battalion) and the 6 staff assistants attached to each of eliminated Battalion chief 
positions. This will save the City almost $2.2 million in direct cost associated with the elimination 
of the 12 positions as well as $300,000 by redeploying the staff assistants to the field, saving 
some overtime associated with constant staffing. 

Additionally, we are proposing the consolidation of one Assistant Chief office (from three to two) 
and moving the remaining two Assistant Chiefs from platoon duty to straight time, in line with 
other fire departments. This move effectively eliminates 7 Assistant Chief positions and 9 staff 
assistants. The remaining two Assistant Chief positions would remain in the budget, and serve 
without staff assistants. This management consolidation saves $2.5 million. 

Calculations: Eliminate 6 Battalion Chief positions ($1.09 million) 
Eliminate 7 Assistance Chief positions ($1.4 million) 
Redeploy 15 Staff Assistants, reducing constant staffing costs ($2. 5 m;tlion) 

CAO Comment: 
The estimated savings to consolidate Fire Department management as proposed 
by labor is accurate. The Proposed Budget includes $3,199,678 in savings from 
an alternative management reduction plan: 

Added to Modified Deployment (Overtime savings) 
One Division Office (three Assistant Chiefs and three Staff Assistants) 
One Battalion Office (three Battalion Chiefs and three Staff Assistants) 
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Elimination of Positions (Does not result in layoffs) 
Six Staff Assistant positions from two Division Offices 
One Special Duty Assistant Chief in the Training Division 
One Special Duty Battalion Chief in the Quality Improvement Section 

Maximize Revenue Collection 

Budgeted Potential 
Impact Impact 

Program Changes FY 2010-11 FY 2010~11 

Hire 50 Traffic Officers $11,700,000 $11,700,000 

Improve Dog Licensing $2,380,000 $4,170,000 

Increase Burglar Alarm Fee $1,400,000 $1,400,000 

Increase Ambulance Transportation Fee $5,000,000 $5,000,000 

Increase Ambulance Treatment Fee $3,500,000 $3,500,000 
. 

Create EMS Voluntary Fee Program $7,500,000 $7,500,000 

Increase Brush Clearance Fee $2,050,000 $2,050,000 

Increase Industrial Building Inspection Fee $1,000,000 $1,000,000 

Broaden Documentary Transfer Tax $9,500,000 $13,000,000 

Enforce Library Fees and Adjust Limits $5,000,000 $5,000,000 

Increase the Number of Parking Enforcement Officers 

Revenue Increase: $11,700,000 

Ongoing 
Impact 

$11,700,000 

$2,380,000+ 

$1,400,000 

$5,000,000 

$3,500,000 

$7,500,000 

$2,050,000 

$1,000,000 

$13,000,000 

$5,000,000 

During FY 2007-08, the Parking Enforcement Bureau issued 2,806,712 citations and generated 
more than $127 million in net revenue to the General Fund. In FY 2008-09 the Bureau issued 
2,784,351 citations and generated $133.5 million to the General Fund. The projection for FY 
2009-10 is 2,614,500 citations and projected to generate $134 million. 

The Bureau is not operating at maximum capacity. More enforcement officers are needed to 
ensure that parking signs are being enforced throughout the city. The Bureau management 
believes that an additional 50 enforcement officers can be used to maximize the Bureau's 
effectiveness. 
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With an additional 50 parking enforcement officers, the Bureau projects that a total of 300,000 
citations would be written, representing an $11.7 million increase in revenue over FY 2009-10. 
These new enforcement officers could be drawn from the ranks of the existing workforce in 
positions that have been slated to be eliminated. Thus, no new salary costs would be added to 
the base budget. 

The City should also explore proposals to expand meter days and add enforcement of street 
sweeping restrictions on additional streets. Coupled with additional enforcement, this would 
result in a further increase in revenue to the City, as well as, in the case of street sweeping, 
make that service more efficient. 

While the Bureau identified the need for 50 more enforcement officers, additional expansion of 
meter days and street sweeping enforcement may require additional enforcement officers over 
the proposed 50. The increase in revenue to the City resulting from each additional 25 officers 
is approximately $4 million. 

Bureau of Parking Enforcement, Department of Transportation, calculations on 
Department data 

CAO Comment: 

Increased Traffic Officer Positions 
Labor's proposal concludes that if 50 Traffic Officer positions are added to the 
Department of Transportation (DOT), revenues from parking citations will 
increase by $11.7 million. 

Additional information regarding this proposal is required to confirm the revenue 
estimate. The additional information should include: 

• Consideration of the drop in citation issuance in 2009-10 from 2008M09, despite 
an increase in Traffic Officer positions performing citation issuance; 

• Consideration of the potential reduction in citation fine collections; 

• Additional costs for new traffic officer positions, such as vehicles, fuel, 
uniforms, equipment and other resources. 

DOT has not provided a request for additional traffic officers to the Mayor and 
City Council detailing a need to maximize enforcement capacity or for any other 
purpose. Further analysis would be required to determine if there would be a 
significant increase in revenue from additional Traffic Officer positions in the 
Department of Transportation. The CAO requests to report back on a larger study 
regarding the net cost of additional traffic officers. 
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Expansion of Days of Meter Operation 
In the 2008-09 Adopted Budget, DOT was provided authority to increase meter 
operations from six days to seven days per week in some areas in order to 
maximize parking availability. These areas are generally high-volume areas 
providing greatest revenue to the City, including retail and entertainment areas. 
Additionally the hours of meter operation were increased on a daily basis. 
Therefore, this expansion has already occurred. Yet despite this increased 
opportunity to issue citations, actual citation issuance has decreased over the 
past year. No additional revenue is anticipated from increased meter operations. 

Expansion of Street Sweeping Restrictions 
Street sweeping parking restrictions are posted on all streets/routes requiring 
such restriction. Therefore, in order to increase street sweeping parking 
enforcement, new routes would have to be added. However, the Public Works 
Department - Bureau of Street Services does not have the resources to create 
additional posted street sweeping routes at this time. It is unknown how the cost 
to add street sweeping routes, including salaries, pension and benefits, 
equipment and other resources would compare to the revenue received through 
collected street sweeping parking violation fines. No additional revenue is 
anticipated from increased street sweeping restrictions. 

Dog Licensing 

Revenue Increase: $2f380f000 - $4f 170f000 

The City of Los Angeles has a population of approximately 400,000 to 800,000 dogs. According 
to the May 2008 Controllers "Audit of Revenues and Expenses at the Department of Animal 
Services," the Department has registered just 123,000 dogs on average annually and only 
collects fees for 70% of these. The City collects approximately $2.7 million in annual revenue 
from dog licensing fees, but it is losing about $800,000 from not aggressively pursuing licensing 
renewals and potentially several million from not applying late fees. 

The Controller's recommendation based on these findings was that the Department needs to 
aggressively pursue a program focused on increasing the number of licensed animals in the 
City. 

• Increase its efforts to ensure that pet shops and breeders notify the Department of dog 
sales. 

• Establish procedures that ensure information on spay/neuter coupons and certificates 
are entered into Chameleon for annual license billing. 

• At City and Department-sponsored events, make available forms for pet owners to 
voluntarily submit their names, addresses and pet information. 

• Reconsider re-instituting its program whereby veterinarians are reimbursed $2 for each 
application processed and license issued. 

AHachment B 
A Strong Budget for LA (with CAO Comments) 
Page 10 



To address this issue the City and SEIU Local 721 agreed in 2008-09 to form a Joint Labor 
Management Taskforce to evaluate the City's Animal Licensing Program and recommend policy 
changes to capture a minimum of 89,000 new licenses. The Animal Services Joint Labor 
Management Task Force suggested that license fees be raised to $20 per year from the current 
$15 per year. Based on this, a conservative estimate would be that animal licensing could bring 
in an additional $1,780,000 from new licenses and $600,000 more from currently licensed 
renewals. 

If the City were to pursue licensing for an additional 50,000 dogs, above the 89,000, it could 
generate $1 million more in revenue. In addition, more aggressively pursuing debt and fines 
could result in an additional $800,000 to several million dollars in revenue. 

Source: City of Los Angeles Office of the Controller, Audit of Revenues and Expenses at 
the Department of Animal Services. 
Controller Laura Chick 
May 27, 2008 

CAO Comment: 
In order to realize an effective increase in dog licensing issuance and revenue, 
several policy initiatives would need to be implemented. First, an increase in the 
license fee similar to that proposed by organized labor could potentially generate 
approximately $600,000 in current license revenue. This would require an 
ordinance change. Secondly, to successfully expand licensing and capture new 
revenue, actions such as those recommended in the Controller's audit would be 
critical in achieving these goals. 

Enforcement of dog license compliance is another programmatic function that 
has the potential to enhance license issuance and revenue. The existing Animal 
License Canvassing program generates approximately $300,000 in annual 
revenue. The total program cost is in excess of $400,000, which includes direct 
salary and pension/benefits costs for eight Animal License Canvasser positions. 
However, the Department Canvassers have limited authorization in collecting 
license fees and lack the ability to enforce compliance of the law through the 
issuance of a citation. Absent this authority, the potential effectiveness of the 
Canvassers is limited. Supplemental tools such as the DWP dog database are 
useful in locating pets citywide, however without fully trained and authorized staff 
(e.g., Animal Control Officers) the license issuance and enforcement capabilities 
of the Department is minimized. 

The 2010-11 Proposed Budget eliminates the eight Canvasser positions. Should 
the retention of these positions be considered, this action would require an 
increase in license fee revenue to fully fund the direct salary and related costs. 
These positions could be retained to continue to promote license compliance 
however; effective enforcement of the licensing program will require fully trained 
staff in the classification of Animal Control Officer. Full cost recovery for the 
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license enforcement program could be achieved through the implementation of 
the proposed Administrative Citation Program. 

Increase Fees for False Burglar Alarms 

Revenue Increase: $1,400,000 

Support the CLA's proposed increase in alarm fees. This will result in $1.4 million in additional 
revenue to the City, based on an 18.3% increase in the fee and similar number of false alarms. 
Total revenue anticipated increase from $7.6 million to $9 million 

Source: Updated Options for Revenue Generation, item D (CF 09-0600-S178) 
Chief Legislative Analyst, Gerry Miller 
March 3, 2010 

CA 0 Comment: 
The revenue is consistent with the Chief Legislative Analyst's estimate provided 
that the number of false alarms/officer responses remains the same. However, 
receipts from this category have fallen in the current year due to a significant 
reduction in officer responses due to the ubroadcast and file" policy after the 
second false alarm. The new system has been tracking this, resulting in fewer 
responses. 

The Police Commission recommended increasing the fee from $136 to $149 
effective July 1, 2010, an increase of 9.5 percent. Anticipated revenue for 2010-11 
is only $7 Million even with the recommended increase. Increasing the fee to 
$161 to achieve the ful/18.3 percent increase from the base of $136 could bring in 
an additional $500,000 in revenues. However, as noted above, LAPD's new 
system has resulted in fewer false alarm responses, which decreases the number 
of bills mailed. 

Increase Ambulance Transportation Fee to Cover Full Cost Recovery 

Revenue Increase: $5,000,000 

Support CLA recommendation to increase ambulance transport fees to full cost recovery
$1,146 ALS and $804 BLS, for a total anticipated new revenue of at least $5 million. 
Additionally, the City should undertake a fee study to ensure that the projected new fees fully 
capture cost recovery. New calculations could result in capturing higher costs, resulting in 
higher revenues to the City. Upper estimates of transport fee recovery could be as high as $10 
million, when combined with a new treatment, non-transport fee (see next entry). 

The City is contemplating outsourcing ambulance billing. With the deployment of "handheld" 
billing devices into the field and replacing the current paper system, accuracy should increase, 
minimizing the type of errors that necessitated exploring outsourcing in the first place. 
Additionally, recent policy changes allowing the fire Department to refer billing to the 
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Department of Finance place ambulance billing in a more appropriate department with trained 
collection staff. Finally, with the passage of healthcare reform and an anticipation that California 
will greatly benefit from an increased insured population, the increased collection that will result 
will drastically change the financial picture on which outsourcing would be evaluated. 

Source: Updated OpUons for Revenue GeneraUon, item B 
(CF 09-0600-S178) 
Chief Legislative Analyst, Gerry Miller 
March 3, 2010 

CAO Comment: 
The 2010-11 Proposed Budget includes an increase of $6 Million for emergency 
ambulance services fees. 

Ambulance Billing - Treatment without Transport 

New Revenue: $3,500,000 

Support CLA recommendation to implement a new fee for treatment without transport for any 
treatment at the scene. A $342 non-transport fee would lead to $3.5 million in total anticipated 
new revenue. 

Source: Updated Options for Revenue Generation, item B (CF 09-0600-8178) 
Chief Legislative Analyst, Gerry Miller 
March 3, 2010 

CAO Comment: 
Other jurisdictions do have such a fee. The revenue estimate is consistent with 
the Chief Legislative Analyst's estimate. 

Ambulance Billing - EMS Voluntary Fee 

New Revenue: $7,500,000 

Support CLA recommendation to implement a new voluntary subscriber fee entitling free EMS 
service for those with insurance and reduced cost for those without. This new fee would be 
proposed as a $5-10 fee on the bi-monthly DWP bill, resulting in $5-10 million annually, based 
on 10-15% participation rate. This budget assumes $7.5 million. 

Source: Updated Options for Revenue Generation, item A (CF 09-0600-8178) 
Chief Legislative Analyst, Gerry Miller 
March 3, 2010 

CAO Comment: 
Other jurisdictions do have such a fee. The revenue estimate falls within the 
range estimated by the Chief Legislative Analyst. 
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Brush Clearance 

Revenue Increase: $2,050,000 

The Fire Department is scheduled to increase the initial brush fire clearance fee and 
reinspection fee during the last quarter of the current fiscal year. This translates into $1.4 million 
more in revenues from initial brush fire clearance fees and $650,000 increase in revenue from 
the reinspection fee. 

Source: Fourth Financial Status Report 
Attachment 11 
Apri/9, 2010 

CA 0 Comment: 
The 2010-11 Proposed Budget includes $2.05 Million for an increase in Brush 
Clearance fees. 

Industrial Building Inspection 

Revenue Increase: $ 1 ,000,000 

The Fire Department increased the Industrial Building Inspection fee beginning in the fourth 
quarter of the current fiscal year. This will translate in $1 million in additional revenue to the City 
during FY 2010-11. 

Source: Fourth Financial Status Report 
Attachment 11 
Apri/9, 2010 

CA 0 Comment: 
The 2010-11 Proposed Budget includes $1 million for an increase in Industrial 
Inspection fees. 

Documentary Transfer Tax (OTT) 

New Revenue: $9,500,000 - $13,000,000 

Support CLA recommendation to expand the OTT to include properties held by business 
entities. Currently OTT only applies to properties held by individuals. Using previous years' 
estimates, the City would receive between $6 million and $13 million. The Budget assumes $9.5 
million. 

Source: Updated Options for Revenue Generation, item C (CF 09-0600-S178) 
Chief Legislative Analyst, Gerry Miller 
March 3, 2010 
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CAO Comment: 
On April14, 2010, the City Council took approved an action to *'Accept the County 
of Los Angeles' collection of the City's Documentary Transfer tax when a 
controlling interest in legal entities holding real properly is transferred." The 
current practice, which taxes only the sale of properly when a deed is transferred, 
is consistent with State law and does not tax cerlain changes related to 
ownership of corporations in which title to properly remains in the name of the 
corporation. County staff expects business targeted with this interpretation to 
appeal. It is possible only a porlion would be collected and that porlion would be 
subject to refund in the event of a successful appeal. The revenue estimate falls 
within the range estimated by the Chief Legislative Analyst for prior years. 
However, the Chief Legislative Analyst also states that the 2010m11 estimate is 
unknown. 

Library Fees and Collections 

Revenue Increase (Total): $5,000,000 

Reduce threshold for check-out privileges: $300,000 

Currently, patrons are allowed to check out materials while carrying a fine balance of up to $5. 
Many do not pay down fines below this amount. By reducing the threshold to $2, the library 
would increase revenue by encouraging more to pay down fines. 

LAPL has roughly 1,000,000 significant users. If 100,000 owe $5, under the new rule, the library 
would be able to collect $300,000. 

CAO Comment: 
We are unable to confirm the revenue estimate at this time. The Library does not 
provide this level of detail in the Library's Fines and Fees schedule. According to 
the Library, receipts are deposited without specifically identifying the source of 
the receipt. The Library has agreed to research the feasibility of implementing 
this proposal. · 

Include computer privileges with check-out privileges: $1,200,000 

Patrons are allowed to use the computer and gain Internet access while having large fines. 
Computer use is popular and using computer privileges as an incentive to pay down fines could 
result in significant payments. 

If 25,000 library users were to pay down fines from an average of $50 to $2, in order to gain 
computer access, the library would be able to collect $1,200,000. 

CA 0 Comment: 
We are unable to confirm the revenue estimate at this time. The Library does not 
provide this level of detail in the Library's Fines and Fees schedule. According to 
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the Library, receipts are deposited without specifically identifying the source of 
the receipt. The Library has agreed to research the feasibility of implementing 
this proposal. 

Angel Patron program: $3,000,000 

Set up an "Angel Patron" club at $5 per month. Executive privileges could include being able to 
checkout five DVDS per visit instead of three, for five days instead of two. Patrons who decline 
the "Executive Patron" account will have regular checkout periods, excluding documentaries. 

If an average of 50,000 patrons pay $5 per month, the library would be able to collect 
$3,000,000 per year. 

CAO Comment: 
The Library is supported by an active Foundation. It partners with the Foundation 
for fundraising and to build awareness of the Library. The Library states that they 
prefer to channel donors to the Library Foundation. Donor "membership" to the 
Foundation would help generate gifts (financial support) to the Library and would 
also be tax deductible. 

Cloth Book Bags: $500,000 

Sell LAPL cloth book bags. Glendale Public Library has had success selling such bags. If 
100,000 people pay $5 above cost, the library would be able to collect $500,000. 

CAO Comment: 
This idea appears to be feasible, but 100,000 bags may be optimistic. With the 
general heightened awareness of the need for reusable bags, patrons will likely 
support this initiative. Library Programs in other jurisdictions provide similar 
items for purchase. The Library agreed to forward this idea to the Library 
Foundation which has an operational structure to handle this type of initiative. 

Comprehensive Audit of Fees 

In these challenging economic times, it is critical that the City is maximizing its cost recovery 
whenever and wherever possible. Therefore, the Coalition is calling for a comprehensive audit 
by the Controller's office of all fees and the fees relationship to full cost recovery. We believe 
that rather than a piecemeal approach, the City must look at all fees collectively and make the 
determinations on which ones should be raised to full cost recovery or closer to cost recovery. 
Fees should also be set in line with other municipalities, including those fees charged to outside 
agencies, such as those for checking information and producing materials. 

The audit will also help to determine which fees are being subsidized, and further a healthy 
debate as to reasonableness of subsidies. The Coalition understands that some fees should, 
and will, be subsidized for policy reasons; however this should be done in a manner that is open 
and transparent. 
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The ad-hoc Revenue Commission will be looking at cost recovery as well. The Coalition 
supports the Commission's efforts to find new revenue sources and advocate for a 
reassessment of others that currently do not full meet cost recovery. 

This budget does not include a prediction but additional revenue is assured by a uniform, 
systematic, data-driven approach to cost recovery. 

Capitalize on Coalition Agreement to Maximize Savings 

Program Changes 

Wage Freezes and Deferrals 

Continue Early Retirement Incentive 
Program for 363 retirees 

Transfer workers from General Fund to 
fill positions in Proprietary Departments 
and Special Funds 

* NOTE: Ongoing impact for two years 

Budgeted 
Impact 

FY 2010~11 

$32,200,000 

$16,400,000 

$73,000,000 

Achieve Wage Freezes through No-Layoff Budget 

Cost Savings: $32,200,000 

Potential 
Impact 

FY 2010-11 

$32,200,000 

$16,400,000 

$73,000,000 

Ongoing 
Impact 

$32,200,000* 

$22,400,000 

$73,000,000 

CAO's mid-year FSR and 3-year plan assumed layoffs of Coalition units, which triggers a 3% 
COLA on July 1, 2010, and a 2. 75% Step Increase on January 1, 2011. If layoffs are avoided in 
Coalition units, the increases would be deferred for an additional year, per the Coalition 
Agreement. 

The cost of the COLA and Step Increase for all units covered by the agreement would total 
$44,900,000, with about $23,400,000 on the General Fund. Of the $11,000,000 pension 
contributions incurred by the increases, an estimated 80%, or $8,800,000, would have accrued 
to the General Fund. 

The $23,700,000 in savings to Special Funds and Proprietary Departments could help mitigate 
financial pressures in those areas, as well as freeing up funds that could alleviate pressure on 
the General Fund through transfers or work contracts with General Fund programs. 

Source: Payroll data from GAO; 
LAGERS contribution estimates from Segal Company. 
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CAO COMMENT: Absent any Coalition member layoffs, the Coalition Agreement 
defers the July 1, 2010 COLA and January 1, 2011 Step Increase to 2011-12. In 
the event the deferred COLA and Step Increase are triggered due to Coalition 
member layoffs, the amount saved by the City is dependent on the number of 
laid-off members and whether the laid-off positions are back-filled. 

The Coalition's estimated savings of $32.2 Million in General Fund savings 
appears to be overstated. If no layoffs occur, we estimate the General Fund 
savings of deferring the COLA and Step Increase to be $27.3 million. If at least 
551 Coalition members are laid off on July 1, 2010, we estimate the General 
Fund would save approximately $35.5 Million ($8.2 million above Labor's 
proposal) and an additional $11.3 million in 2011-12. The $11.3 million additional 
savings in 2011-12 is primarily due to the elimination of the Coalition 
Agreement 1.75% cash payout on November 1, 2011, which is removed in the 
event layoffs occur. 

Maximize Early Retirement Incentive Program 

Cost Savings: $16,400,000 

The City could allow an additional 363 workers to retire under the Early Retirement Incentive 
Program (ERIP), as permitted under the ERIP Ordinance. If an estimated 70% of the impact 
was directed to the General Fund, savings would be $16.4 million. 

Source: Payroll and LAGERS data. 

CAO Comment: 
The Early Retirement Incentive Program (ERIP) was approved with a maximum 
number of 2,400 participants. It is anticipated that all 2,400 approved applicants 
will be retired by no later than June 5, 2009. 

Due to various factors (e.g. rescissions, limited classes, etc.) Labor's number of 
363 additional retirements is not possible to achieve with the existing ERIP 
applicant pool. Currently, there are approximately 198 applicants remaining that 
would potentially be able to qualify for ERIP if the number of available packages 
is approved to exceed 2,400. Out of the 198 remaining applicants, 26 are on the 
general wait list and 172 occupy a uumited Classification 11 meaning there is a cap 
applied to certain specific classes. The Limited Classification cap has been 
reached. Therefore, absent opening a new filing period, it is not possible to 
achieve an additional 363 ERIP retirements. 

We also anticipate that any savings for 2010-2011 would be diminished by the 
amount of time it would take to process the additional retirements. If all 198 
applicants retire on October 1, 2010, the maximum savings is estimated at 
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approximately $11.1 million for all funding sources, or $5.2 million for 94 General 
Funded retirements. 

Due to associated ERIP costs including amortizing the unfunded actuarial 
accrued liability, the savings for all funding sources and General Funded 
retirements are reduced by $5 million and $2.3 million, respectively (these 
amounts represent the City's annual ERIP costs for the next 15 years). Therefore, 
the net savings is $6.1 million for all funding sources and $2.9 million for General 
Funded retirements. 

In contrast, laying-off 94 General Fund employees would result in an 
approximate net savings of $7 million to the General Fund. 

Maximize Transfers of Workers Out of General Fund 

Cost Savings: $73,000,000 

The ERIP agreement and Coalition Agreement contemplated moving as many workers as 
feasible out of General Fund positions and into positions on Special Funds and in Proprietary 
Departments. 

ERIP opened up 1,200 positions in these funds and provided a total of more than $100 Million in 
savings. About two thirds of these positions could be filled by transfers of qualified workers from 
General Fund positions. 

City Council sources estimated a savings of $73 Million to the General Fund from such 
transfers, equivalent to 800 workers transferring at an average of $91,000 per position 
(including benefits). As of April 1, 2010, the City had transferred a total of 280 workers off of the 
General Fund, 196 through interdepartmental transfer and 84 through intradepartmental 
transfer. 

The Fourth Financial Status Report revealed more than 900 vacancies in special funds or 
proprietary departments, including 360 in the Bureau of Sanitation; 175 in the Bureau of 
Engineering; 352 in the Bureau of Street Services; and 56 in the Bureau of Street Lighting. With 
these positions unfilled, an 800 worker transfer from the general fund to these positions is a 
conservative estimate. 

Additionally, the Fourth Financial Status Report also outlined budget surpluses in Special Funds 
in excess of $35 million. These are current-year surpluses. Carrying those surpluses over to 
FY 2010-11 could be used to contract for services with general fund departments as well as 
provide extra funding to bring in employees from eliminated general fund positions. 

CAO Response: 
The Fourth FSR includes an Employment Level Report (Attachment 9) that lists 
vacancies by department as of January 31, 2010. The total number of vacancies 
stated is 3,704 of which 2,413 are General Fund and 1,291 are Special Fund. Just 
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as very few to none of the General Fund's 2,413 vacancies have cash behind 
them,· few of the Special Funds' 1,291 vacancies have cash behind them. These 
extra position authorities are provided to departments without funding to allow 
for management flexibility. They are kept vacant in adherence with the 
departments' salary savings rates and/or to pay for unfunded substitute 
authorities. 

With respect to the budget surpluses in Special Funds, it is normal to have 
surpluses during any given fiscal year. The term "surplus", as used in the Fourth 
FSR, refers to funds that are not anticipated to be spent during the current fiscal 
year, but does not mean that the funds are available to be reprogrammed (e.g. a 
delayed project will generate a surplus in the current year, but those funds will be 
needed to proceed with the project in the following fiscal year.) Every year, the 
anticipated surplus funds from the current year are programmed into the 
following year's budget. Exhibit B of the Mayor's 2010m11 Proposed Budget lists 
these amounts under the "Available Balances" section. For 2010-11, these 
amounts total $258.5 million. For 2009-10, these amounts totaled $398.3 million. 
For 2008-09, these amounts totaled $405.0 million. The declining Special Fund 
Available Balances is an issue of concern. 

To give a frame of reference, the Coalition Agreement includes an estimate of 
$6-7 million for such transfers in 2009-10. Labor has proposed deferring COLA's 
as part of an overall budget balancing plan. Depending on what overall plan is 
adopted, COLA deferrals could generate Special Fund savings. 

Reduce Retirement Plan Costs 

Program Changes 

Expand smoothing period for LACERS 
2007-2009 losses to 10 years 

Adjust Amortization of LACERS losses 
to 20 years (from 15) 

Reform Workers Comp through 
Alternate Dispute Resolution 

* NOTE: ongoing for 6 years 

Attachment B 

Budgeted 
Impact 

FY 2010-11 

$44,759,000 

$0 

$1,250,000 
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Potential 
Impact 

FY 2010-11 

$44,759,000 

$33,000,000 

$3,000,000 

Ongoing 
Impact 

$44,759,000* 

$33,000,000 

$5,0001 000+ 



Spread Repayment of Investment Losses by Expanding LACERS Smoothing Period 

Cost Savings: $44,759,000 

Recognizing that the losses to LAGERS in 2007 ~08 and 2008-09 were an extraordinary 
occurrence, LAGERS could smooth the impact of those two years over a 10 year period rather 
than th.e current 5 year period. The 5 year smoothing would revert back for market gains/losses 
for 2009~ 10 and future years. This would provide additional time for the City to pay off the asset 
losses. An actuarial study commissioned by the Coalition recommended this change, as an 
prudent option to minimize the General Fund obligation to LAGERS in these challenging times. 
The actuary estimates that such a change would result in a $44 million savings to the employer. 

Source: Memo by Rae/ & Letson Actuaries, as submitted to LAGERS 
January 15, 2010 

CAO Comment: 
Pursuant to the State Constitution and the City Charter, LACERS Board has the 
"sole and exclusive power to provide for actuarial services in order to ensure the 
competency of the assets" of the retirement system. 

On September 8, 2009, the LAGERS Board made decisions to retain the 5-year 
asset smoothing period and expand the market value corridor to 50%-150%. In 
making its decisions, the Board: 

• Conducted duly-noticed open meetings with legal counsel present; 

• Considered a range of options, including those subsequently suggested in the 
Strong Budget document; and 

• Heard presentations by its fiduciary counsel and its consulting actuary. 

On March 17, 2010, the LACERS Board reaffirmed its prior decisions on the asset 
smoothing period and market value corridor when it adopted a comprehensive 
actuarial funding policy that included these elements. The 5-year smoothing 
period is the period most frequently used by public pension funds in California. 
We estimate the LACERS Board action regarding the market value corridor 
reduced the City's contribution payment for 2010-11 by at least $85 million. The 
change in the market value corridor provided much greater short-term funding 
relief to the City than the change in the smoothing period would have provided. 

The LAGERS Board had its consulting actuary review the Coalition's actuarial 
claims. The consulting actuary provided the following conclusions: 

• No consideration was given to long-term funding impacts; 
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• No discussion of drawbacks associated with recognizing actuarial gains over 
a shorter period than that used for actuarial losses; and 

• No discussion to extend asset smoothing period within the context of 
Actuarial Standards of Practice No. 44. 

While a longer smoothing period and increasing the amortization period for 
actuarial losses could provide some short-term relief to the City's contribution 
payment, it also means that the City pays more than it otherwise would in future 
years. The Coalition's estimate of a $44 million savings would have to be 
substantiated by the LACERS actuary. The Coalition's suggestion requires a 
fundamental change to the current LACERS funding policy. Therefore, the 
Coalition's estimate of a $44 million savings for 2010-11 is not feasible. 

Account for Historic Losses by Amortizing over Longer Period 

Cost Savings: TBD 

Changing from the current 15 year amortization from actuarial gains or losses to a 20 year 
amortization schedule would save the employer 2.3% of payroll over the next four valuation 
periods, or about $33 million per year over the next few years. We recommend this change, 
though we have not counted on any savings for FY 2010-11. 

Source: The Segal Company Report, Page 10 
March 11, 2010 

CAO Comment: 
Pursuant to the State Constitution and the City Charter, LA CERS Board has the 
*'sole and exclusive power to provide for actuarial services in order to ensure the 
competency of the assets'' of the retirement system. On March 17, 2010, the 
LACERS Board reviewed its actuarial funding policies. The current policy is to 
amortize actuarial gains and losses over a 15-year period. The LACERS Board 
considered extending the amortization period, but among other actuarial funding 
policy decisions decided to maintain a 15-year period. Doing so avoids negative 
amortization, which for LACERS occurs with amortization periods longer than 17 
years. The Coalition's estimate of a $33 million savings per year over the next few 
years (beginning 2011-12) would have to be substantiated by the LACERS 
actuary. The Coalition's suggestion requires a fundamental change to the current 
LACERS funding policy. Therefore, the Coalition's estimate of a $33 million 
savings for 2010-11 is not feasible. 
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Reform Workers Compensation to Keep Workers on Job, Out of Court 

Cost Savings: $1,250,000 

SEIU 721 participated in an Alternative Dispute Resolution (ADR) pilot to seek cost reductions 
associated with the processing of workers' compensation claims. The pilot has been deemed 
successful by the City and SEIU 721. Expanding the pilot to include all Coalition members, the 
Police Protective League and UFLAC will result in concrete, direct savings of $1,250,000. 

More importantly in the long run, the pilot illustrates that under ADR there was a 1 00% decrease 
in litigation. As the Council Report outlines, "litigated claims are much more expensive over the 
long run, not to mention defense costs." The cost savings claimed in this budget for FY 2010~11 
do not include savings resulting from litigation and/or defense costs. Therefore, the full savings 
eventually should be many times this amount. 

Additionally, the pilot showed a greater decrease in all claims, and a reduction in 100 hours by 
21%. The City's experience shows that "as claims mature, more claims will be settle without 
attorney intervention, thereby shortening the length of time the claims remain open and 
ultimately reducing claim costs." 

Moving to an ADR program is a win~win for all involved. It saves the city money, provides what 
workers need, and has the potential to gain even greater success as the program matures. 

Source: Personnel Department Report (Council File 07~1206) 
March 8, 2010 

CAD Comment: 
The Personnel Department Report (Council File 10~0389) identifies $212,578 in 
savings from the current ADR Pilot Program with SEIU Local721. The future 
savings from continuing the current program are already factored into the 
2010-11 Proposed Budget. 

We concur with Labor's estimate if the pilot is expanded to include all Coalition 
members, PPL and UFLAC after a full year of implementation. Any reduction to 
the expenditure base usually occurs in the fiscal year following implementation 
upon verification of savings. Estimated savings are based on the current ADR 
Pilot Program and costs. Actual savings will depend on the fees proposed by 
the selected vendor. 
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Trim or Eliminate Expensive Outside Contracts 

Budgeted 
Impact 

Program Changes FY 2010-11 

Renegotiate Personal Services contracts $24,428,720 

Renegotiate or Cut Supply Management $25,000,000 
System contracts 

Contract in Tree Trimming services $10,194,526 

Renegotiating Contracts 

Cost Savings: $24,428,720 Personal Services 
$25,000,000 Supply Management 

Potential 
Impact 

FY 2010-11 

$80,000,000 

$25,000,000 

$10,194,526 

Ongoing 
Impact 

TBD 

$25,000,000 

$10,194,526 

The City Council has taken modest steps to limit outsourcing, but it needs to aggressively 
pursue measures to hold contractors accountable to the public. Contractors, not the city, are 
deciding whether to accept 1 0% cuts requested by the Council. Some contracts that deal with 
emergency services may be exempt, but exemptions should not be granted without explanation 
to the public. 

The City should adopt the following measures: 
o Aggressively enforce the 10% cut on contracts and ensure that city has power to reduce 

contract budgets across the board, in times of fiscal constraint. 
• Ensure contractors are not receiving an automatic COLA. All automatic COLAs should 

be suspended until the budget is stabilized. Multi-year contracts now state rates are 
"subject to a 4% escalation" each year. 

o Eliminate profit margins and subcontracting mark-ups. Board of Public Works contracts 
allow for a 5% mark-up on "subcontract expenses" paid by the consultant to 
subconsultant for their services and a 10% built-in "profit." 

o Ensure the best price is achieved for the scope of work by prohibiting departments from 
amending contracts in attempt to avoid the competitive bidding process. 

• Ensure that the full costs of contract monitoring costs are accounted for when 
determining the cost effectiveness of contracting out work. 

• End mandatory furloughs for engineers and scientists and move workers to funded 
positions to bring work in-house. 

• Make publicly available the list of contracts that are exempt from the 10% cut and the 
justification for the exemption 

• Work with labor partners to identify contracts that can be brought in-house. 

The total amount budgeted under the line item "contract services" for all departments in 2009-10 
totaled $244,287, 195. This is an extremely conservative estimate for two reasons. First, it does 
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not capture most of the City's commodities contracts. Second, it may be inaccurate in capturing 
all services contracts. 

For example, according to a March 2, 201 0 inter-departmental correspondence, the CAO 
identifies three general fund contracts in the Department of Animal Services worth $207,000 for 
FY2009-10. Animal Services is 100% reliant on the general fund. According to data from the 
City, four 2009 contracts are worth $1.1 million, two of these worth $800,000 continue through 
2012. 

Mechanically, the City should impose an across the board cut to department's contractual 
service accounts. This results in the 10% reduction necessary, with giving managers the 
flexibility to manage their departments most efficiently. 

There is no centralized database of all City contracts. 

SEIU Local 721 researchers struggled to capture an accurate snapshot. After identifying 3,413 
non-proprietary department contracts in 2009, filtering out non-service contracts (related to 
loans, deferred compensation, purchases of property, construction of affordable housing, for 
instance). The remaining 3,000 contracts with private vendors are worth $2,257,472,124. 
Accounting for those of these that represent multi-year construction projects, $800 million in 
contracts could be reduced by 1 0% for savings of $80 million. 

Additionally, there is an estimated $500 million in commodity contracts let by the City. (The 
GAO's database shows $543.6 million in Supply Management System (SMS) contracts, while a 
GSD quote puts expenditures at $425 million.) Cutting departmental accounts for these 
purchases by 5% would save $25 million. Departments can manage these cuts by 
renegotiating contracts or reducing purchases and would be encouraged to scrub all contracts 
for waste. 

Source: Proposed Budget 2009-10 Blue Book 
Controller files in response to information request& 
GAO response to information request. 

CAO Comment: 
Staff from the CAO have been working with labor representatives to substantiate 
the base of City contracts so that realistic reduction targets can be set. Both 
parties have been exchanging data from different sources. There is general 
agreement between some labor representatives and our office that the immediate 
focus of contract cost reduction efforts should be directed to 3040 contracts 
(personal services) and SMS contracts (mostly contracts for materials, 
maintenance and supplies}, and there are not insurmountable differences in the 
valuation of these contracts. Labor representatives estimate the annual value of 
3040 contract appropriations at $244 Million based on the Proposed 2009-10 
Budget; we value these contracts at $202 Million based on the Adopted 2009-10 
Budget. Labor representatives estimate the annual value of SMS contract 
expenditures at $500 Million; the General Services Department values these 
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expenditures at $425 Million (the likely difference is that GSD does not include 
one-time contracts, whereas labor does). 

The CAO recently released a report on 3040 contracts to Council that detailed the 
contract reductions in the 2010-11 Proposed Budget and the remaining amount of 
reductions that could be made to achieve a 10% reduction target: 

• $8.9 Million in General Fund reductions was achieved, or 91% of the $9.8 
Million adjusted target; 

• An additional $3. 1 Million in General Fund contract savings may still be 
possible; 

• $1.1 Million in Non-General Fund reductions was achieved, or 26% of the $4 
Million adjusted target; and 

• An additional $3.3 Million in Non-General Fund contract savings may still be 
possible. 

In sum, labor estimates $24.4 Million in savings from a 10% cut to personal 
services contracts and the CAO estimates $16.4 in potential savings (of which 
$10 Million has already been accounted for in the Proposed Budget). The 
differences are explained by different base amounts and adjustments that were 
made in the CAO's review (e.g., excluding appropriations in the 3040 accounts to 
reimburse the City for services provided by City employees). 

The Council instructed GSD to negotiate 10 percent cost reductions in SMS 
contracts, and GSD has issued a status report on their cost reduction efforts. 
GSD and the CAO are currently trying to value the savings that were achieved by 
this effort, but have no information to report at this time. 

We agree that there is no centralized database of City contracts and that the 
analysis of contracts would be far more accurate and timely if there was. 
Contracts are centralized to some extent. The General Services Department 
(GSD) maintains usMS contracts" (mostly contracts for materials, maintenance 
and supplies, such as fuel contracts, contracts for elevator maintenance and 
copier leases, etc.); the CAO can provide some high-level information on 
budgeted and expended amounts for "3040 contracts"; and, there is centralized 
data within the Department of Public Works on most construction contracts and 
on related professional services contract support. As a goal, the centralization of 
all contract data, the standardization of contract information, and centralized 
monitoring of contract policies, is laudable. However, it is also extraordinarily 
complex, will require extensive study, and implementation will realistically take 
several years to accomplish. 
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Contracting In 

Private outside contractors currently provide services that could be done by city employees. For 
some services, such as tree trimming, numerous departments contract with outside providers 
while crews of workers provide the same services - at a higher quality at a lower cost. 
Economies of scale and efficiencies add fiscal benefit while moving the work in-house adds 
accountability and oversight. Right now, contract work is routinely redone or corrected by City 
workers. 

Tree Services 

Savings/New Revenue: $10,194,526 

The Bureau of Street Services (BoSS) is best situated to integrate the management and care of 
all City trees. Street Services can continue to provide the current level of street tree service, 
emergency response and provide tree services for the seven city departments that currently 
contract out tree work. 

Conservative estimates of cost savings from consolidating tree services into the Bureau of 
Street Services and contracting in tree trimming to increase service and save money is $1-$1.7 
million in intradepartmental efficiencies, $9.2 million in DWP tree trimming contracts, $367,000 
in tree work contracts currently being planned to be contracted with Public Works by LAWA, and 
approximately $5 million in Street Lighting tree contracts. 

CAO Comment: 
The Bureau of Street Services (BSS) is responsible for maintaining street trees 
located in the public right-of-way. The BSS performs this task focusing on 
aesthetics and the health of the tree. The Department of Water and Power (DWP) 
is responsible for trimming trees around power lines both in the public right-of
way and on private property, and performs this work exclusively. 

The proposed savings and new revenue require further review for the following 
reasons: 

• The current Davey Tree contract for $9.2 million was reduced to $8 million 
to reflect only line clearance tree trimming (stump grinding and tree 
planting were eliminated from the scope of work as there was no demand 
for the service); 

• Actual expenditures for line clearance contracts in the previous five years 
ranged from $5.5 Million to $6.5 Million annually; 

• If DWP is willing to contract with BSS for this service, it is unknown 
whether BSS has sufficient staff with line clearance experience to perform. 
Cal OSHA Title 8 requires that employees receive 18 months of continuous 
experience in order to be certified to perform line clearance; 

• Assumption of a contract of this size would leave few resources for the 
trimming of trees that are not in conflict with power lines; 
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• The referenced work from LAWA and the potential impact of assuming this 
work on the existing workload has not been verified; 

• We have not received enough information to verify whether $1 million to 
$1.7 million in intradepartmental efficiencies can be achieved by 
consolidation of tree trimming services within the BSS. However, we know 
that Recreation and Parks does not have enough resources to adequately 
trim all park trees. Assumption of workload from an organization that has 
inadequate resources for the task is unlikely to provide efficiencies that will 
result in actual savings. 

• The 2010-11 Proposed Budget provides $1 million for Tree Trimming 
related to streetlight locations, not $5 million. The Bureau of Street Lighting 
believes that even $1 million will be too much. 

• With the adjustments above, the estimate would be $5.5-$6.5 Million in 
General Fund revenue (LAWA and Street Lighting are not General Fund). 
However, this would result in only limited amounts of emergency tree 
trimming. There would likely be no on-demand or proactive trimming of 
street trees. This is probably not practical. 

Improve Efficiency of Debt Collection and Crack Down on 
Deadbeat Debtors 

Program Changes 

Improve Debt Collection 

Budgeted 
Impact 

FY 2010-11 

$38,242,958 

Potential 
Impact 

FY 2010-11 

$38,242,958 

Revenue Increase: $38,242,958 

Current 
Amount of 

Delinquency Debt 
Current to 60 
Days $96,739,755 
60- 121 Days $15,657,301 
121 Days- 2 
Years $117,988,949 

Over 2 Years $219,761,408 

TOTAL $450,147,413 

Ongoing 
Impact 

TBD 

The total amount of debt owed to the City was approximately $450 million, as of the end of the 
second quarter for FY2009-10. Of that amount, $352 million is accounts receivable delinquent 
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over 60 days. Modest increases in debt collection could generate significant revenue. Each 
additional 1% in collections of debt older than 60 days equals $3.52 million. Ten percent of the 
collectible debt older than 60 days generates $35.2 million. Improving efficiency of collecting 
newer debt by 3% will generate an additional $2.9 million. The City has already created a debt 
collection task force, which will have a full year working in FY 2010-11 

Many city departments are responsible for collecting money; most are ill equipped to do so. 
This work is too important to disperse. It must be centralized in one place, staffed by 
aggressive trained professionals eager to collect every cent owed to the City. 

Until a policy decision is made to centralize the collections function, the Office of Finance 
submitted recommendations that departments should follow. 

1. Refer all delinquent accounts for collection at 45 days of delinquency where practicable. 
2. Include only billable services, permits and fees to external customers on the quarterly 

accounts receivable reports. 
3. Properly report the aging of accounts receivable. 
4. Timely submit reports of uncollectible accounts to the Board of Review for approval for 

write-off annually in accordance with LAAC 5.182, the Board of Review Protocols and 
Procedures, and the Mayor's Directive No.5. 

CAO Comment: 
According to the Office of Finance, nearly 80% of this debt is for delinquent 
parking citations and emergency ambulance services, most of which is grossly 
delinquent. Since the probability of collecting the debt decreases as the 
accounts age, the Office of Finance believes that it is highly unlikely that the $38 
Million can be generated from this debt. We concur with the Office of Finance 
that it is highly unlikely that the $38 Million can be generated from this debt in 
2010-11. Any potential revenue increases resulting from improved debt 
collection efforts are already part of the 2010-11 Proposed Budget revenue 
assumptions. 

As part of the City's Three Year Plan to Fiscal Sustainability, the Office of Finance 
was instructed to implement Phase I to centralize collections as recommended by 
the Macias Consulting Group Centralized Billing Feasibility Report, dated 
December 21, 2009. This phase pertains to enhancing the financial reporting 
capability of the City. Additionally, the Department of Transportation was 
instructed to work with the Office of Finance in preparing a Request for Proposals 
for a new vendor for parking citation collections. According to Finance, it is 
anticipated that on a go forward basis, more strict controls can be included in the 
new RFP to allow for the referral of parking citations. Further, the Fire Department 
was instructed to expedite referral of EMS billings to outside collections. It is 
anticipated that in the future, the Office of Finance will oversee the administration 
of the EMS billing and collection contract. As reported in the Three Year Plan to 
Fiscal Sustainability, it is anticipated that Phase I of the centralization plan as 
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proposed by the Macias Study is anticipated to generate a net revenue increase 
of $16.39 million within six years. 

In addition to these, the additional recommendations for Improving billing and collections 
include: 

1. Create a central debtor database so that any department can determine if a potential 
vendor is also a debtor. This is based on recommendations from the Audit of Billing and 
Collections released by the Controller's office June 11, 2007. 

2. Expand the Responsible Contractor Ordinance to ensure that entities with significant 
outstanding debt cannot contract with or rent from the City. For example, Prestige 
Parking, LA's Number One debtor, is also being sued by the City Attorney's office for 
failing to pay rent on parking lots owned by the Community Redevelopment Agency 
(CRA). 

3. Link the ability to obtain City licenses and permits to paying off old City debts. 
4. Prohibit elected city officials from taking campaign contributions from vendors and 

contractors with significant outstanding debt. 
5. Cross-check existing lists compiled by other public agencies such as the DWP and the 

State Board of Equalization for businesses that have not registered for business tax, 
parking occupancy tax or other taxes, fees, permits, etc. in a vigorous and systematic 
manner. 

6. Levy the parking occupancy tax on parking lot owners, not parking lot operators. Lot 
owners' businesses are less transient and easier to collect from. 

7. Additionally, the City Attorney should be included in the processes early in the process. 
Having the City Attorney's office involved and employing correspondence on letterhead 
early in the delinquent collections process may improve collections by the City, before 
sending these delinquent accounts to outside vendors. 

CAO Response: 
1. Finance is currently working with the Financial Management System (FMS) 

project team to incorporate a centralize database for the reporting of 
outstanding debt as part of the FMS development. Phase I requires funding 
of additional resources in the range of $900,000 to $1,028,000 to implement. 
To date, funding has not been identified for this purpose. As an interim 
measure, Finance posts the top 250 tax debtors on the City's website and will 
soon post non-tax delinquent debt on the Intranet. 

2. The City Attorney is in the process of reviewing a Contract Debarment 
Proposal in consultation with the Office of Finance. The proposal would 
address this issue. However, the proposal must be analyzed by the City 
Attorney for legality as there are concerns regarding the City's ability to 
enforce. 

3. Currently, Finance has enforcement tools in place in partnership with Building 
and Safety (PC IS) and the Commission Investigation Division of the Los 
Angeles Police Department to address Contractor Permits and Police Parking 
Lot Permits, respectively. Expansion to other types of City licenses and 
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permits is under review by the City Attorney's Office due to legal concerns 
involving denial of essential services. 

4. The feasibility of this proposal is unknown at this time. Since this issue falls 
under the jurisdiction of the City Ethics Commission, the matter should be 
referred to the City Ethics Commission, in consultation with the City Attorney, 
for further review. 

5. The Finance Tax Discovery units utilize databases obtained from various 
public agencies to identify potential businesses that have failed to register 
with the Office of Finance to report and remit the applicable business tax, 
Parking Occupancy tax, other taxes, fees, and permits. 

Currently, the Office of Finance is using the following databases for their 
automated data matching process: 

a. DWP- Utilities services. 
b. California State Board of Equalization- Sales Tax. 
c. State of California Licensing Board - licenses required from the 

State for various occupations. 
d. State Franchise Tax Board- AB63/SB1146. 
e. County of Los Angeles Tax Assessor Office. - LUPAMS 
f. Film LA Office - film permits. 

The automated matching process is performed by a Senior System Analyst 
II who periodically matches various databases against the Office of 
Finance's LA TAX system to identify and extract data that contains names 
and addresses of potential unregistered businesses. Finance staff utilizes 
the matched files received from system staff in the tax discovery process. 

6. This matter is under review by the City Attorney's Office for legality. 
Finance reports that the City Attorney's Office has indicated that there may 
be nexus issues that could preclude taxing a Parking Lot Owner that 
simply leases a parking lot to an operator. 

7. The City Attorney and the Office of Finance are currently working together 
to identify ways to streamline the collections process. The City Attorney 
seeks to improve the collections process by having accounts referred to its 
Office earlier in the collections process. The use of City Attorney letterhead 
is something that is already occurring and has been successful. The 
criteria for case assignment and selection is still being developed. 
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Fire Department Billing 

Until recently, the Fire Department was prevented from referring many of its delinquent 
accounts to the Office of Finance, because a required Business Associates Agreement that 
addresses confidentiality (HIPAA) issues had not yet been executed. This has now been 
rectified, and the Fire Department can refer delinquent accounts to the Office of Finance. It is 
anticipated that this policy change, coupled with the deployment of handheld devices in the field 
to replace the paper intake system, will significantly improve billings and collections. 

As noted above, the City should monitor the impacts these changes have on billings and 
collections before outsourcing this function. Structural and technological changes will generate 
significant enough increases in collections without resorting to contracting the work out to a 
private vendor outside LA. 

Source: Antoinette D. Christovale, Director of Finance, "Quarterly Report on the City's 
Accounts Receivable (CF-09-0600-S171)," communication to the Budget and 
Finance Committee. February 26, 2010. 

Demand Big Banks Do Their Part to Fix Neighborhoods 

Budgeted Potential 
Impact Impact Ongoing 

Program Changes FY 2010-11 FY 2010-11 Impact 

Implement Foreclosure Fees and Fines $60,125,000 $116,375,000 TBD 

Renegotiating Excessive Interest Rates $19,000,000 $19,000,000 $19,000,000 

Hold Banks Accountable for Foreclosure Maintenance 

New Revenue: $60,125,000 - $116,375,000 

In California, lawmakers passed the Mortgage Relief Bill (SB 1137), a state law that mandates 
banks maintain foreclosed properties or be fined. The bill authorizes the City of Los Angeles to 
impose civil fines and penalties for failure to maintain that property of $1,000 per day for each 
violation. On December 11, 2009, the City Council unanimously voted to implement the 
enforcement program: Establish registration and maintenance requirements and associated 
fees and fines for properties in foreclosure in the City of Los Angeles. The ordinance is being 
drafted and pending final council approval. 

The City of Los Angeles is facing a skyrocketing bank foreclosure rate with 25,000 current 
foreclosures that sap communities and drain city resources. When banks foreclose on homes, 
they can lower property value, hinder neighborhood safety, and lower property tax revenue but 
can also increase the budget deficit due to banks failing to maintain foreclosed properties. As 
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City Councilman Richard Alarcon noted in his Los Angeles Times Op-Ed, "A single foreclosure 
can cost up to $34,000 for local government agencies, which have to absorb the cost of 
inspections, court actions, unpaid water and sewage charges and trash removal fees. 

Other California cities such as Richmond have started to issue fines to banks who fail to 
maintain their foreclosed properties and have already issued approximately $1 million in fine 
revenue based on a handful of foreclosures. 

This has significant potential import for the City of Los Angeles. As the chart below 
demonstrates, 2.5% of properties found in violation of the ordinance for 30 days, generates $20 
million of new revenue. 

Fine for 
Percent of Fees for Violation of 
Properties Registration Ordinance Total Revenue 

$ $ $ 
7.5% 3,875,000 56,250,000 60,125,000 

$ $ $ 
10.0% 3,875,000 75,000,000 78,875,000 

$ $ $ 
12.5% 3,875,000 93,750,000 97,625,000 

$ $ $ 
15.0% 3,875,000 112,500,000 116,375,000 

Taking a conservative assumption that 7.5% of properties are inadequately maintained for an 
average of 30 days, $60,125,000 in revenue could be counted in the first year. The registration 
fee for the estimated 25,000 foreclosed properties would generate at a minimum $3,875,000. 
(Funds generated through registration can be used to administer the program.) 

Source: California Chronicle. "Governor Signs Foreclosure Relief Bill". July 8, 2008. 
http://www. california chronic/e. comlartic/es/view/677 46 
Sign-on San Diego. "Blight-prevention law emerges as a national model". 
October 8, 2008. Website: 
http:llleqacv. siqnonsandieqo. com/uniontrib/20081 0 12/news 1 n 12bliqht. html 
Apgar, William and Mark Duda, "Collateral Damage: The Municipal Impact of 
Today's Mortgage Foreclosure Boom." May 11, 2005. Website: 
http://www.995hope.orglcontentlpdf/Apqar Duda Study Short Version.pdf 
Los Angeles Times. "Focusing on foreclosures". February 23, 2010. Website: 
http:llwww.latimes.comlnews/opinion/editorials/la-ed-foreclosure24-
2010feb24, 0, 6403165.story 

CAO Comment: 
CA Civil Code section 2929.3: 

• Enacted by the passage of SB 1137 
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• Sunsets January 1, 2013 
• Provides that a local government agency may impose up to $1,000 in fines 

on the owner of a domicile that has been acquired through foreclosure for 
failure to maintain the property 

• Requires fines and penalties collected pursuant to this legislation be 
directed to local nuisance abatement programs. (Pending legislation (SB 
1427) which seeks to amend laws enacted by SB 1137 does not amend 
such restrictions.) 

• Mandates a local government to: 
o Wait 14 days between the issuance of a nuisance abatement notice 

before proceeding to collect fines and allow a property owner a 
minimum of 30 days to correct violations; 

o Allow for a hearing if requested by the properly owner to contest 
imposed fines; and 

o Give consideration to any timely and good faith effort made by the 
properly owner in attempting to remedy the violation when 
determining the amount of the fine. 

The number of foreclosures cited by labor (25, 000) is fairly accurate, but not all 
foreclosures are classified as nuisances. As of April 21, 2010, the Department of 
Building and Safety lists 634 single family dwellings on its master list of vacant 
properties with nuisance abatement orders, and according to the Department 
approximately 476 (75%) of which are foreclosed properties. We believe that 
there are several issues that need to be reviewed prior to establishing a net 
revenue estimate: 

• Neither SB 1137 nor current California Jaw makes reference to a fee for 
registration although it appears that jurisdictions may develop their own 
local ordinance 

• Labor has presumed 30 average days for each violation; we believe that 
properly owners, once notified that they will be fined up to $1,000 per day, 
will likely abate the nuisance sooner 

• Fines and fees are expected to cover the cost of implementing the 
program, but the collection of revenues will not be immediate. It is 
possible that front-funding will have to be provided to the Department of 
Building and Safety. 

As the entity that will administer implementation of the Program, the 
Department of Building and Safety should be requested to develop a multi
year plan to implement the provisions of CA Civil Code section 2929.3, 
including an estimate of the needed resources and estimated net revenues 
that would be collected from such activities. 
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Renegotiating Excessive Interest Rates 

Cost Savings: $19,000,000 

Renegotiate or cancel toxic swap deals with Wall Street banks to save the City up to $19 million 
annually. The City of Los Angeles has $316.8 million in bond debt for wastewater programs that 
pay for sewer lines and sewage treatment plants. Taxpayers are paying $19 million a year to 
banks on interest rate swap agreements that have gone bad as a result of the federal 
government cutting rates to bail out the banks. Banks sold these swaps to reduce cost of 
borrowing but that's not what happened. Some of the same entities that caused the financial 
crisis are now making millions in profit from the interest rate deals, and the City is suffering from 
a widening budget deficit at the worst possible time. 

Renegotiating these deals to match current interest rates or cancel with no penalty would save 
millions of dollars and critical neighborhood services. 

Source: Report from GAO to Council, February 2010 

CAO Comment: 
Savings achieved (not necessarily $19 Million) would accrue to the Sewer 
Construction and Maintenance Fund and could only be used for sewer and sewer
related purposes. Second, we believe the best use of savings, if any, would be to 
pay down long-term variable rate wastewater debt. 

Restructure to Prioritize Efficient Service Delivery 

Program Changes 

Budgeted 
Impact 

FY 2010-11 

Streamlining Operations and Management $10,400,000 

Defer Capital Expenditures $39,000,000 

Streamlining Operations and Management 

Cost Savings: $10,400,000 

Potential 
Impact 

FY 2010-11 

$10,400,000 

$39,000,000 

Ongoing 
Impact 

$10,400,000 

$0 

The Early Retirement Incentive Program (ERIP) succeeded in reducing the City's workforce, 
focused on long-term, most highly paid employees. These retirements offer city management 
opportunities to streamline the operations of every city function. 

For example, the Coalition suggests the exploration of possible consolidations including of IT, 
personnel, and store keeping functions. The use of trade apprenticeships can lower costs while 
grooming the workforce of the future, while lowering costs in some craft classifications by up to 
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25%. ERIP left middle management in these functions scattered throughout City departments as 
well as within centralized departments like Personnel, ITA, and GSD. City workers support 
consolidations that make sense. 

We estimate streamlining savings at $10.4 million. This number includes the FY 201 0-11 impact 
of $4,240,000 in position cuts already enacted in the current year. 

CAD Comment: 
ERIP savings (totaling approximately $71 Million in 2010-11) are already 
accounted for in the Proposed Budget. Need and efficiency based studies for 
internal services consolidations are underway in the areas of information 
technology and personnel. Post-ERIP savings from potential consolidations in 
these areas would not be anticipated to be significant for two reasons: 
1) Mid-level manager positions were also reduced by ERIP; 2) Efficiencies to be 
gained by reducing staff through consolidation have been achieved through 
ERIP. 

Storekeeping functions' funding and position authority for GSD Supply Services 
are reduced in the proposed budget along with other facets of supply services. 
Further reductions or consolidations of storekeeping functions are not currently 
under review by the CAO. 

The City for the most part does not have formally established trade 
apprenticeships. The vast majority of the City's trade classifications require the 
completion of an apprenticeship and ''journey" level certification. While hiring 
apprentices may lower costs for certain craft classifications, any savings will 
eventually diminish as the apprentice worker eventually promotes to the 
''journey" level. There will also be a service impact if an apprentice worker was to 
fill a void left behind by a vacating ''journey" level worker. 

While it is true that some savings could be generated by further consolidations 
and the establishment of new apprentice programs, without completed studies, it 
is not possible at this point in time to estimate what those savings would be. 

Deferring Capital Expenditures 

Cost Savings: $39,000,000 

By delaying for one year the one percent spending requirement under the Capital Improvement 
Expenditure Program, the City will free up $39 million in FY 2010-11. As the economy improves, 
the City anticipates more robust revenues, and should then resume its capital investment 
expenditures. 

Source: GAO handout, dated Apri/1, 2010 
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CAO Comment: 
The City's Capital and Infrastructure Funding Policy is that, to the extent 
possible, the City annually budget one percent of General Fund revenues to fund 
capital or infrastructure improvements. Due to financial constraints, the sum of 
$39 Million is not included in the 2010-11 Proposed Budget for capital 
improvements. A total of $6.35 Million in General Fund monies is actually 
budgeted. This sum represents 0. 15% of anticipated General Fund revenues. Due 
to poor financial circumstances in recent years, the City has not achieved the one 
percent target since 2006-07. In 2007-08, 2008-09 and 2009-10 the City's Adopted 
Budgets provided 0.30%, 0.54% and 0.21% respectively for capital and 
infrastructure improvements. 

It is not recommended that any part of the $6.35 Million included in the 2010-11 
Proposed Budget be reduced given that the monies provided will be utilized for 
critical ongoing activities such as contaminated soil removal and mitigation, 
building hazard mitigation and Citywide elevator repairs. 

Additional Budgetary Possibilities 

NOTE: These are not included in the Strong Budget total of $432 million in solutions. They are 
additional items that the City should explore as it seeks to streamline operations and deliver the 
best value to taxpayers. 

Leadership 

Prior to the City contemplating cutting services to its residents, the City's management must 
look at cutting its own budgets. The City Council contributed $12 million in discretionary funds 
this year. This could be continued next year and t least $3 million could be re-programmed from 
the Mayor's budget Allocations to the Mayor's office have seen a notable uptick - from $8 
million to $25 million in the last three years, supplemented by a considerable increase in the 
budgeted "contractual services" account 

Public-Private Partnerships 

Public-Private partnerships should be considered only where they make economic and 
operational sense. They should not be considered purely to save labor costs by eliminating 
good jobs, jobs with health care benefits, a secure retirement and a chance at the middle class 
-jobs that spur the local economy. 

Public-Private partnerships should only be contemplated for non-core services which can be 
managed reliably and at little risk to residents without direct minute to minute oversight by City 
staff. Candidates may include parking lots or management of the Convention Center. Partners 
should be willing to take on the full liabilities as well as the benefits under any agreement as well 
as ensuring contractual obligations to the workers. Added revenue should be used for one-time 
projects or set aside for the City's long-term fiscal stability. 
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Parking Ticket Collections 

The current Lockheed/ACS parking ticket collection contract will expire at the end of FY 2010-
11. The Department of Transportation (DOT) is currently working with the Office of Finance to 
rdevelop a Request for Proposal (RFP) for the contract. The current contract does not fully 
benefit the City's interests. The Coalitionurges the City to redefine the program in a manner that 
will result in increased revenues. The City should study and consider bringing the work in-house 
utilizing city employees or partially in-house providing the City added control and revenue. 

The Ad Hoc Revenue Commission is I investigating opportunities to fashion the RFP to better 
benefit the City. The Coalition fully supports the Ad Hoc Commission's charge and efforts to 
increase revenues to the City from parking ticket collections and its other efforts. 

It is not anticipated that the new contract will be in place during FY 2010-11. However, the new 
contract has the potential of bringing in more revenue to the City. The coalition will be 
monitoring the progress of the contracting process and will advocate on behalf of a process that 
maximizes revenue and puts the City's interests first. 

Contracting In of Engineering Services 

While most engineering contracts are proprietary and specially-funded, there are opportunities 
for cost savings in this critical work. Currently, many trained, experienced engineering 
professionals are reviewing and correcting the work of engineering contractors rather than 
practicing their craft. Savings in this area, lower costs for those special funds and proprietary 
departments, providing added general fund relief. 

Public Works, Bureau of Engineering 

New Revenue: $16,989,128 

The City has 17 Pre-Qualified On-Call Wastewater and Environmental Engineering contracts -
December 2007 to December 2012. The scope of work for all of these contracts is identical. The 
contracts cover engineering services related to wastewater and environmental projects owned 
or planned by the City such as pumping plants, treatment plant facilities, odor control systems, 
stormwater cleanup, conveyance systems, etc. Services that are to be provided under the 
contracts include design, project management, engineering support, scheduling and cost 
estimating services, etc. These services are provided on an as-needed basis; the City does not 
set a total contract amount when it enters into a contract with one of these entities instead billing 
contracts for specific tasks as they arise and are performed by the contractor. Fifteen of these 
contracts have an original contract ceiling of $0, revised upward to as much as $12,115,686. 
The total of the revised contract ceilings for these contracts is $87,293,324. The amount 
invoiced as of December 2009, the first two years under these contracts is $36,325,940, with a 
remaining balance of $50,967,384. Assuming that contract ceilings are not further revised 
upwards, this equates to an average of $16,989,128 in annual funding expected for the each of 
the remaining three years. 
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CAO Comment: 
The OnwCall Wastewater and Environmental Engineering personal services 
contracts are utilized when services are required for capital projects either due to 
insufficient staffing to meet project deadlines and/or the Bureau of Engineering 
(BOE) does not have the technical expertise in-house. These services are funded 
by the Sewer Capital Fund (SCF) and not by the General Fund. Therefore, 
decreasing the use of consulting services would result in savings to the SCF and 
delay the delivery of projects, which would impact the City's ability to meet the 
deadlines in the Collection System Settlement Agreement. Even prior to the 
implementation of managed hiring and participation in the Early Retirement 
Incentive Program, the BOE has had difficulties in maintaining its staffing level 
due to departures to other departments. The BOE does not have additional 
General Funded positions that can be shifted to the SCF without impacting 
General Funded capital projects, · private development projects, and public 
counter services. Furthermore, there are no layoffs of engineering positions or 
for that matter, any positions, in the BOE. It should be noted that the amounts in 
this report have not been verified since the source document is not cited. 

Bureau of Sanitation 

New Revenue: $3,841,580 

The Bureau of Sanitation has 10 contracts with terms from July 2007 to December 2012. Six 
are for as needed consultant services for the implementation of the automation master plan to 
improve the Bureau's wastewater collection and treatment systems. Sanitation management 
believes that the technical expertise to implement the automation plan exists in-house. 
However, "understanding of wastewater treatment best practices is very limited" and contractors 
should guide and work with employees on the new system. Sanitation states there are not 
"sufficient" number of City staff that can do the work. 

The additional four contracts are for planning and technical support services, otherwise known 
as "on-call consultant services," for the wastewater, stormwater and solid resources programs, 
activities, and mandates. While Sanitation management believes that this work could be done 
in-house, additional staff would need to be reassigned to do this work. These contracts are 
budgeted at $21,128,689, with an annual cost of $3,841 ,580. 

CAO Comment: 
The on-call Automation Master Plan and consultant services contracts are funded 
entirely from special funds and are not anticipated to have a General Fund 
impact. These contracts are utilized not only on the basis of insufficient City staff 
to perform work but also due to lack of in-house expertise for certain specialized 
planning and development activities as they relate to automation needs and core 
service delivery for the Bureau. Contractors are generally used for intermittent 
work on a variety of tasks requiring a broad range of expertise and best practice 
implementation that is drawn at a national and international/eve/. When such 
tasks and projects are completed, the Bureau may transition ongoing work to City 
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staff and would not have a need to continue employment associated with project 
planning and development. 

It also appears that the costs quoted correspond to the consultant services 
contracts only. The wastewater automation on~ca/1 contracts were authorized for 
a period of five years from 2008 through 2013 for a cost ceiling of $7 million 
through this term to be utilized for up to 12 vendors. 

Harbor Department 

New Revenue: $24,156,938 

The Harbor identified 37 contracts out of 151 that could partially or fully be brought in-house. 
These contracts are worth approximately $49,146,004, of which approximately $29,882,747 is 
remaining. Since many of these are multi-year contracts, we have estimated that there is 
approximately $24,156,938 to be spent in FY2010-11. 

CAO Response: 
The Harbor Department transmitted a memo to General Managers requesting that 
they look at the 37 contracts that the Department identified where some of the 
work could possibly be petformed by City staff. Departments were requested to 
respond by May 26th. Until Departments respond to this memo, it cannot be 
determined if all or part of the work under the identified contracts could be 
performed by City staff. As instructed by Council, the Harbor Department will 
submit a report to the Council prior to the end of the fiscal year with 
recommendations on transferring the work to City staff. 

The $29 Million is the correct amount remaining to be paid out on those 
contracts, but that number assumes that all the work could be performed by City 
employees, which we cannot confirm until we receive input from the other City 
Departments. Furthermore, many of these contracts are as-needed so the 
remaining amount to be paid may not be utilized if the services are not required. 
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