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ANTONIO R. VILLARAIGOSA
MAYOR

April 20, 2013

The Honorable Members of the City Council
c/o City Clerk
Room 395, City Hall
Los Angeles, CA 90012

Dear Honorable Members:

As prescribed by the City Charter, I hereby present you with my proposed budget for Fiscal
Year 2013-'14. This $7.7 billion spending plan, my eighth and final proposed budget as Mayor,
builds upon the significant actions taken to maintain the City's financial health, reinvests in core
municipal services, and benefits from an ongoing economic recovery.

The FY 2013-14 proposed budget is balanced, includes no employee furloughs or layoffs,
provides a Reserve Fund at greater than 5% of General Fund receipts, and dedicates one-time
revenues towards critical infrastructure needs previously deferred due to the financial crisis.

Just three years ago, the City Administrative Officer (CAO) projected more than a $1 billion
deficit for FY 2013-14. The ability of our administration to present a responsibly balanced
budget that includes surplus revenue investments is the result of progress we have made
together in cutting costs, creating a more efficient city government and realizing the benefit of
increasing city revenues .. Over the last three years, the projected $1 ..07 billion deficit was
reduced to $216 million in part by:

• $222 million in departmental cuts
• $83 million in additional salary savings
.. $263 million in pension savings
• $61 million in benefits and workers' compensation savings
• $177 million in General Fund revenue growth

Building on this foundation of fiscal responsibility, my proposed budget closes the previously
projected $216 million deficit for next fiscal year through revenue growth and on-going
expenditure reductions. If this budget is adopted as proposed, the CAO projects that the City's
General Fund structural deficit will continue to decline and by the end of my predecessor's first
term in office, the General Fund will see a structural surplus of $15 million.
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My proposed budget will continue to maintain the size of the Los Angeles police force at just
over 10,000 officers. Violent crime and homicides are down 49% since 2005. Property crime is
down 30%. We must continue to hire to attrition in order to maintain these significant gains in
crime reduction. My budget plan also fully funds our Gang Reduction and Youth Deve.lopment
(GRYD) programs, which have contributed to historic reductions in gang-related crime, including
a 66% reduction in gang-related homicides since 2005.
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As a result of the improving economy, the Fiscal Year 2013-14 proposed budget reflects $96
million in additional General Fund revenue, representing the most significant measure enabling
us to close the $216 million budget gap. These revenue increases are due to growth in key
economically-sensitive revenue sources, including Property Tax, Sales Tax, Documentary
Transfer Tax and Transient Occupancy Tax (Hotel Tax).

While the economy is beginning to show positive signs of recovery, we must continue to contain
spending. My budget includes significant cost-containment actions, as described in more detail
below. These on-going measures, which include controlling employee salary and health care
costs, are necessary to maintain the investments we have made in public safety and other
critical services.

In order to further improve the safety of our communities, my proposed budget will begin the
restoration of emergency response services with the reopening of the Fire Department Drill
Tower and the recruitment and hiring of 140 new firefighters. In addition, I propose upgrading
25 basic ambulances to advanced life support ambulances to increase the effectiveness of the
City's emergency medical response. Re-investments in core services must be paired with fiscal
prudence and austerity.

Since the global economic collapse in 2008, the City has made significant strides in confronting
our fiscal challenges. We have aggressively cut spending., reduced the size of City government,
streamlined City processes, and adopted reforms to the City's employee compensation
structure. Today, as the economy is showing positive signs of recovery, it remains critical that
we continue to directly address the City's major cost drivers ..

To that end and with the support of the City Administrative Officer (CAO), my proposed budget
does not provide funding for previously negotiated 5.5% pay raises set to go into effect next
fiscal year on January 1,2014. Similarly, the proposed budget reduces funding for civilian
health benefits in an amount equivalent to a 10% employee health premium contribution.

I firmly believe that the next Mayor and Council should be afforded the opportunity to
renegotiate these employee benefits. Consistent with these proposals, the Executive Employee
Relations Committee (EERC) has instructed the CAO to begin good-faith negotiations with
affected bargaining units. While challenging, these actions must be pursued to ensure the
City's long-term financial health.

As we work towards strengthening the City's services and reinvesting in our streets, sidewalks
and other critical infrastructure, we must also continue to implement solutions that improve
service delivery to our residents and businesses. Further efficiencies and service re-
investments proposed for next year include:



• Creation of a new Economic Development Department focused on small business
support, workforce development and job creation;

• Implementation of a new, centralized City Planning and Development Department,
representing a slqniflcant consolidation of various development services into one City
agency;

• Funding to reduce the Police Overtime Bank by $15 million;
• Continued funding for street resurfacing program of 800 miles;
• New funding for damaged sidewalk repair;
• Increased funding for tree trimming;
• Restoration of seven-day service at the Central Library and eight Regional libraries

across the City;
• Increased graffiti abatement funding;
• Full funding for Neighborhood Council Elections in Spring 2014;
• Maintenance of1% of the City's Hotel Occupancy Tax for arts and culture;
• Funding of $2 million for a new Performance Based-Budgeting software system to

improve and updated the budget process; and
• Reduction of funding for the Mayor and City Council budgets by1 0%.
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The demands of elected office at this fiscally challenging time require us to make decisions that
will secure the City's fiscal position well beyond our respective terms in office. Therefore, I urge
the Council to stay the course with the adoption of this proposed budget.

I would like to express my sincere appreciation to the Budget and Finance Committee and the
City Council for their tireless work to ensure the City's fiscal sustainability. I am also grateful to
the citizens and employees of the City of Los Angeles for the hard work and sacrifice made
throughout these difficult financial times.

Thank you for your leadership and dedicated service to the City of Los Angeles.

ARV:me


