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SUMMARY 

In accordance with the 2015-16 Adopted Budget (C.F. 15-0600), the City Administrative Officer (CAO) 
requests authority to issue up to $1.45 billion of Tax and Revenue Anticipation Notes (TRAN) to pay 
its annual contributions to the Los Angeles Fire and Police Pension Plan (FPPP) and the Los Angeles 
City Employees' Retirement System (LAGERS) and to alleviate the City's short-term cash flow needs 
that occur early in the fisca l year when certa in taxes and revenues have not yet been received. 
Durif19 the first half of the fiscal year, the City experiences a cash flow deficit because the City 
receives its larger share of receipts in December, January, April and May. The Controller has 
requested up to $350 million for cash flow management purposes. 

The 2015-16 annual contributions to FPPP and LACERS are approximately $623.41 million and 
$434.64 million, respectively. The issuance of TRAN enables the City to have the necessary funds to 
make the annual contributions in July to take advantage of the pre-payment discount ($36.32 million). 
This early payment will allow FPPP and LACER$ to earn additional interest that will be used to 
discount the required City contributions without reducing their annual receipts . The prepayment 
discount is actual dollars saved if the City were to pay its annual contributions on a bi-weekly basis 
versus in a lump sum in July. 

Based on current market conditions, the CAO anticipates a note issuance size of approximately $1.40 
billion with a single June maturity. Total debt service, including principal and interest, on the will be 
approximately $1.42 billion, to be repaid in June 2016 from collected General Fund revenues and 
taxes set aside during the fiscal year. This note season supply in the market and interest rates remain 
at historic lows creating an opportunity for a single maturity structure to take advantage of 
reinvestment interest earnings with no arbitrage risk. In accordance with the Authorizing Resolution, 
the City Treasurer will invest the note proceeds and General Fund revenues and taxes associated 
with the TRAN in the City's General Fund Investment Pool. The projected investment rate is 1.04 
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percent resulting in approximately $4.01 million of interest income. The estimated issuance cost of the 
TRAN is $21.63 million, which includes interest costs and expenses. The issuance cost, however, is 
offset by additional premium proceeds, FPPP and LAGERS discounts, and interest income. 
Therefore, the issuance of the TRAN will result in a net savings of approximately $21.2 million to the 
General Fund. 

To proceed with this issuance, the CAO recommends the notes be sold on a negotiated basis by 
three underwriting firms selected from the approved qualified list of underwriters (C.F. 10-1763): Stifel, 
Nicolaus & Company (LBE) as senior manager, JP Morgan Securities LLC (LBE) as co-senior 
manager and Samuel A. Ramirez & Company, Inc. (MBE/LBE) as co-manager. The selected firms 
are best qualified to serve as the underwriting team for this financing because they collectively have 
California short-term experience and the necessary capabilities to sell the TRAN. The underwriting 
team will coordinate an investor outreach program to attract short-term institutional and retail 
investors. Given the large note issuance size, a negotiated sale gives the City the most flexibility in 
the timing of the sale, with the goal of receiving the lowest true interest cost. 

To proceed with the issuance, the Mayor and City Council must adopt the Authorizing Resolution 
(Attachment A), the Note Purchase Contract (Attachment B), and the Preliminary Official Statement, 
including the City's disclosure document, Appendix A (Attachment C). 

These recommendations are in compliance with the City's Financial Policies. 

RECOMMENDATION 

That the City Council, subject to the approval of the Mayor, adopt the attached Authorizing 
Resolution, and related documents, authorizing the issuance of the 2015 Tax and Revenue 
Anticipation Notes in an amount not to exceed $1.45 billion. 

FISCAL IMPACT STATEMENT 

The proposed 2015 Tax and Revenue Anticipation Notes financing would result in estimated net 
savings of $21.2 million to the General Fund. The estimated total debt service cost is $1.42 billion and 
will be repaid from collected General Fund revenues and taxes. 

DEBT IMPACT STATEMENT 

There is no impact to the City's debt capacity as this transaction represents a short-term borrowing to 
be repaid within the same fiscal year. 

BC:HTT:09150205 
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The TRAN constitutes a short-term (less than one year) borrowing in which cash is borrowed 
and repaid within the same fiscal year. Therefore, the TRAN does not affect the Mayor and 
Council-approved limit of 15% of Total Direct Debt Service to General Fund Revenues or the 
limit of 6% of Non-Voter Approved Debt Service to General Fund Revenues. 

The City briefly issued TRAN in the mid-1980s, but in subsequent years relied on internal cash 
borrowing to manage timing differences between the receipt of revenue and the expenditure of 
General Fund monies. Since 1996, however, the City has consistently issued TRAN every 
f iscal year. In recent years, borrowing externally has been less expensive than borrowing from 
special funds. Issuing the TRAN to fund the City's projected cash flow deficit is a cost-effective 
option, provided interest rates for the TRAN remain below the General Fund Pool Rate, which 
appears likely. 

This note season supply in the market and interest rates remain at historic lows creating an 
opportunity to structure the TRAN with one maturity to be repaid at fiscal year-end. A TRAN 
with one fiscal year-end maturity is advantageous because it allows the City to reinvest the 
note proceeds and set aside payment funds at attractive investment rates with no arbitrage 
risk. In accordance with the Authorizing Resolution, the City Treasurer will invest the note 
proceeds and General Fund revenues and taxes associated with the TRAN in the City's 
General Fund Investment Pool. The projected investment rate is 1.04 percent resulting in 
approximately $4.01 million of interest income. Actual investment rate and interest income may 
vary from projections. 

2. Los Angeles Fire and Police Pension Plan (FPPP) 

If the City paid its contribution to FPPP on a bi-weekly basis, the total contribution would be 
approximately $644.56 million. The City receives a discount for paying the contribution in 
whole at the beginning of the fiscal year, reducing the contribution to $623.41 million, a $21 .15 
million savings. 

3. Los Angeles City Employees' Retirement System (LACERS) Portion 

If the City paid its contribution to LACE RS on a bi-weekly basis, the total contribution would be 
approximately $449.81 million. The City receives a discount for paying the contribution in 
whole at the beginning of the fiscal year, reducing the payment to $434.64 million, a savings of 
$15.17 million. 
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4. Cash Flow Portion 

Up to $350 million in notes will be issued to meet the projected 2015-16 cash flow deficit that 
occurs during the first six months of the fiscal year. This financing will not impact the City's 
debt capacity as it is a short-term borrowing, less than one year, and borrowed and repaid 
within the same fiscal year. 

5. Financing Team 

The financing team is comprised of Omnicap LLC as financial advisor, Squire Patton Boggs 
(US) LLP (LBE) as note counsel, Norton Rose Fulbright US LLP (LBE) as disclosure counsel, 
and Kutak Rock LLP (LBE) as special tax counsel. The underwriting team is comprised of 
Stifel, Nicolaus & Company (LBE) as senior manager, JP Morgan Securities LLC (LBE) as co
senior manager and Samuel A. Ramirez & Company, Inc. (MBE/LBE) as co-manager. The 
team members were previously approved on qualified lists by the Mayor and City Council (C.F. 
14-0412, C.F. 12-0917 and C.F. 10-1763). 
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RESOLUTION OF THE COUNCIL OF THE CITY OF LOS ANGELES PROVIDING 
FOR THE BORROWING OF FUNDS FOR FISCAL YEAR 2015-16 AND 
AUTHORIZING THE ISSUANCE AND SALE OF NOT TO EXCEED $1,450,000,000 OF 
2015 TAX AND REVENUE ANTICIPATION NOTES FOR SUCH PURPOSE, 
APPROVING A PRELIMINARY OFFICIAL STATEMENT AND AUTHORIZING 
PREPARATION OF AN OFFICIAL STATEMENT AND AUTHORIZING THE 
EXECUTION AND DELIVERY OF A PURCHASE CONTRACT IN CONNECTION 
WITH THE SALE OF SUCH NOTES AND AUTHORIZING CERTAIN OTHER 
MATTERS 

WHEREAS, the City of Los Angeles (the "City") is organized pursuant to a freeholders ' 
charter approved by the electorate of the City on June 8, 1999 and adopted, in accordance with 
Section 109 of said Charter, on the date of filing of the charter with the California Secretary of 
State, as amended from time to time (the "City Charter"); and 

WHEREAS, Article Ill, Section 361 of the City Charter provides that, except for 
revenue bonds issued pursuant to Section 609 or related ordinance or other bonded indebtedness 
issued pursuant to other procedural ordinance, the laws of the State of California establishing the 
procedure for the creation of bonded indebtedness in force at the time any bonded indebtedness 
is created by the City shall, so far as applicable, be followed; and 

WHEREAS, pursuant to Article 7.6 (commencing with Section 53850) of Chapter 4 of 
Part 1 of Division 2 of Title 5 of the Government Code of the State of California (the "Act"), on 
or after the first day of any fiscal year, local agencies (including cities) may borrow money by 
issuing notes for any purpose for which the local agency is authorized to expend moneys, 
including but not limited to current expenses, capital expenditures and the discharge of any 
obligation or indebtedness of the local agency; and 

WHEREAS, pursuant to Section 53853 of the Act, the Council has found and 
determined that a sum of up to $1,450,000,000 is needed for the requirements of the City to 
satisfy obligations payable from the General Fund of the City (the "General Fund"), and that it is 
necessary that an amount up to said sum be borrowed for such purpose at this time by the 
issuance of notes therefor in anticipation of the receipt of taxes, revenues and other moneys to be 
received by the City for the General Fund during or allocable to Fiscal Year 2015-16; and 

WHEREAS, pursuant to Section 53856 and Section 53857 of the Act, the Notes shall be 
a general obligation of the City, and shall be paid with interest thereon from the taxes, income, 
revenue, cash receipts and other moneys deposited in inactive or tenn deposits of the City and 
any other moneys of the City lawfully available therefor (but excepting certain moneys of the 
City, including moneys encumbered for a special purpose), as set forth herein; and 

WHEREAS, this Resolution specifies that certain revenues which will be received by the 
City for the General Fund during or allocable to Fiscal Year 2015-16 shall be set aside in the 
Debt Service Fund at the times and in the amounts hereinafter provided, and such moneys so set 
aside are pledged for the payment of the Notes; and 
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WHEREAS, the Notes shall be payable no later than 13 months after the date of issue, as 
permitted by Section 53854 of the Act, and shall be payable only from revenues received or 
accrued during the fiscal year in which issued; and 

WHEREAS, notwithstanding Section 53531 of the Government Code of the State of 
California, Section 53854 of the Act permits the Notes to bear interest at a rate not exceeding 
twelve percent (12%) per annum; and 

WHEREAS, the Notes are being issued to finance an amount up to the maximum 
anticipated cumulative cash flow deficit of the City for the period for which taxes or other 
revenues of the City (other than the proceeds of the Notes) are anticipated and during which the 
Notes are outstanding, all as permitted and provided in the Income Tax Regulations of the United 
States Treasury; and 

WHEREAS, Section 53853 of the Act provides that the Notes shall be issued pursuant to 
a resolution adopted by the legislative body of the city authorizing the issuance thereof; and 

WHEREAS, the Council hereby finds and detennines that the amount of 
$1,450,000,000, when added to the interest payable thereon, does not exceed eighty-five percent 
(85%) of the estimated amount of the uncollected taxes, incoming revenue (including but not 
limited to revenue from the State of California and the federal govenunent), cash receipts and 
other moneys of the City for the General Fund attributable to Fiscal Year 2015-16 and available 
for the payment of the Notes and the interest thereon, as required by Section 53858 of the Act; 
and 

WHEREAS, pursuant to the provisions of Section 13 hereof, the Council may, by 
adoption of a resolution relating thereto, find and determine that an additional amount of notes of 
the City shall be issued by the City, in addition to the Notes hereby issued, which notes, if and 
when issued by the City, shall be payable from the uncollected taxes, incoming revenue 
(including but not limited to revenue from state and federal governments), cash receipts and 
other moneys of the City for the General Fund attributable to Fiscal Year 2015-16 and available 
for the payment of the notes and the interest thereon, on the same basis as the Notes and the 
interest thereon and on a parity therewith; and 

WHEREAS, Section 53851 of the Act states that the powers conferred by the Act are in 
addition to any other powers conferred by law and any amount borrowed pursuant to the 
authority of the Act shall not be considered in any limitation on the amount which may be 
borrowed by the City under any other law applicable to it~ 

NOW, THEREFORE, the people of the City of Los Angeles do resolve as follows: 

Section 1. Recitals True and Correct. The recitals set forth above are true and 
correct, and this Council so finds and detennines and incorporates such recitals into this 
Resolution by reference. 

2 
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Section 2. Definitions. The following terms when used in this Resolution shall have 
the meanings set forth below, unless the context clearly requires that such term be given a 
different meaning: 

"Act" means Article 7.6 (commencing with Section 53850) of Chapter 4 of Part l of 
Division 2 of Title 5 of the California Government Code. 

"City" means the City of Los Angeles, California 

"City Administrative Officer', means the City Administrative Officer or any Assistant 
City Administrative Officer, including any Acting Assistant City Administrative Officer, or a 
designee thereof. 

"City Attorney" means the City Attorney or any Assistant City Attorney or Deputy City 
Attorney. 

"Code" means the Internal Revenue Code of 1 986, as amended, and any Regulations of 
the U.S. Department of Treasury promulgated thereunder. 

"Debt Service Fund» means the "Tax and Revenue Anticipation Notes, Debt Service 
Fund," a special fund so designated and established by the City in the City Treasury pursuant to 
the Ordinance, or, at the discretion of the City Administrative Officer, with a bank or trust 
company in the name of the City for the benefit of the owners of the Notes. 

"General Fund,, means the General Fund of the City. 

"General Pool" means the City of Los Angeles Pooled Investment Fund General Pool. 

"Listed Event" shall have the meaning given such term in Section 14 hereof. 

'~ote Proceeds Fund" means the "Tax and Revenue Anticipation Notes, Note Proceeds 
Fund," a special fund so designated and established by the City in the City Treasury pursuant to 
the Ordinance. 

"Notes» means the notes of the City issued pursuant to this Resolution, and designated as 
provided in Section 3 hereof. 

"Ordinance" means the ordinance adopted by the Council for the purpose of maintaining 
the Debt Service Fund and the Note Proceeds Fund under Section 5 .167 .1 of the Los Angeles 
Administrative Code. 

"Paying Agent" means the City Treasurer, acting as Paying Agent for the Notes, 
appointed by the City pursuant to Section 19 hereof, or such alternate paying agent appointed at 
the discretion of the City Administrative Officer pursuant to Section 19 hereof. 

"Purchase Contract" means one or more Note Purchase Contracts by and among the City 
and one or more of the Underwriters, providing for the initial purchase and sale of the Notes. 
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"Repository" shall have the meaning given such term in Section 14 hereof. 

"Tax Certificate" means the Tax Compliance Certificate to be executed and delivered by 
the City on the date the Notes are issued. 

"Underwriters" means Stifel, Nicolaus & Company, Incorporated, J.P. Morgan Securities 
LLC, and Samuel A. Ramirez & Company, Inc. 

"Unrestricted Moneys" has the meaning given such term in Section 6 hereof. 

Section 3. Authorization of Notes. Solely for the purpose of anticipating taxes, 
revenues and other moneys to be received by the City for the General Fund during or allocable to 
Fiscal Year 2015-16, and not pursuant to any common plan of financing with other debt issues of 
the City, the City hereby determines to and shall borrow the aggregate principal sum of not to 
exceed $1,450,000,000 by the issuance of Notes under and in accordance with the Act. The 
Notes shall be designated "City of Los Angeles, California 2015 Tax and Revenue Anticipation 
Notes" (the "Notes"), with such series designations as the City Administrative Officer shall 
determine, shall be in fully registered form, shall be numbered R-1 (and consecutively upward in 
order of issuance if more than one Note is registered), shall be in denominations of $5,000 and 
integral multiples thereof, shall be issued on any date in Fiscal Year 2015-16 on or after July I, 
2015, shall be dated their date of issuance, shall mature on any date or dates not later than 13 
months from their date of issuance, and shall bear interest, payable on or before maturity and 
computed on the basis of a 360-day year consisting of twelve 30-day months at a rate not in 
excess of six percent (6%) per annum. Al1 Notes may bear interest at the same rate of interest 
notwithstanding that the maturities of the Notes may differ. The Notes may be offered in such 
.series, with such maturity dates, at such interest rates and at such premium or discount from the 
par amount thereof and in accordance with such other terms and conditions as are consistent with 
the provisions of this Resolution and as may be determined by the City Administrative Officer 
and reflected in the Purchase Contract. Both the principal of and interest on the Notes shall be 
payable upon surrender thereof on or after their date or dates of maturity, in lawful money of the 
United States of America, at the office of the Paying Agent, provided that Notes maturing more 
than 12 months from their date of issue may have an additional interest payment date within such 
12 months on which the Paying Agent will pay accrued interest without requiring the surrender 
of such Notes. The Notes shall not be subject to call or redemption prior to their stated maturity 
or maturities. 

The definitive terms of the Notes, including the final par amount of each series of the 
Notes to be sold, the interest rate to be borne by each series of the Notes, the premium on the par 
amount of each series of the Notes which will be accepted by the City, if any, the maturity date 
of each series of the Notes and the amount of Unrestricted Moneys to be set aside to pay 
principal of and interest on the Notes at maturity, shall be conclusively established by the City 
Administrative Officer's execution and delivery of the Purchase Contract reflecting such terms. 

Except as provided below, the holder of all of the Notes shall be The Depository Trust 
Company~ New York, New York ("DTC") and the Notes shall be initially registered in the name 
of Cede & Co., as nominee for DTC. The Notes shall be initially executed and delivered in the 
form of a single fully registered Note in the aggregate principal amount of the Notes; provided 
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that multiple certificates for the aggregate principal amount of the Notes may be executed and 
delivered by the City as may be required to comply with DTC requirements or if there are 
multiple registered owners of the Notes. The City may treat DIC (or its nominee) as the sole 
and exclusive owner of the Notes registered in its name for all purposes of this Resolution, and 
the City shall not be affected by any notice to the contrary. The City shall not have any 
responsibility or obligation to any participant of DTC (a "Participant"), any person claiming a 
beneficial ownership interest in the Notes under or through OTC or any Participant, or any other 
person who is not shown on the register of the Paying Agent as being a holder, with respect to 
the accuracy of any records maintained by DTC or any Participant or the payment or failure to 
pay by DTC or any Participant of any amount in respect of the principal or interest with respect 
to the Notes. The Paying Agent shall pay all principal and interest with respect to the Notes only 
to DTC, and all such payments shall be valid and effective to fully satisfy and discharge the 
City's obligations with respect to the principal of and interest on the Notes to the extent of the 
sum or sums so paid. Except under the conditions noted below, no person other than DTC shall 
receive Note certificates. Upon delivery by DTC to the Paying Agent of written notice to the 
effect that DTC has determined to substitute a new nominee in place of Cede & Co., the term 
"Cede & Co." in this Resolution shall refer to such new nominee of DIC. 

If the City determines that it is in the best interest of the beneficial owners that they be 
able to obtain Notes in certificated form and delivers a written certificate to DTC to that effect, 
DTC shall notify the Participants of the availability through DTC of certificates evidencing the 
Notes. In such event, the City shall issue, transfer and exchange Notes as requested by DTC and 
any other holders in appropriate amounts. DIC may determine to discontinue providing its 
services with respect to the Notes at any time by giving notice to the City and discharging its 
responsibilities with respect thereto under applicable law. Under such circumstances (if there is 
no successor securities depository), the City shall be obligated to deliver Notes as described in 
this Resolution. Whenever DTC requests the City to do so, the City will cooperate with DTC in 
taking appropriate action after reasonable notice to (a) make available one or more separate 
Notes evidencing the Notes to any DTC Participant having Notes credited to its DIC account or 
(b) arrange for another securities depository to maintain custody of certificates evidencing the 
Notes. 

Notwithstanding any other provision of this Resolution to the contrary, so long as any 
Note is registered in the name of Cede & Co., as nominee of DTC, all payments with respect to 
the principal of and interest on such Notes and all notfoes with respect to such Notes shall be 
made and given, respectively, to DTC as provided in the Letter of Representation delivered by 
the City on or prior to the date of issuance of the Notes. 

Section 4. Registration. The Notes shall be issued in fully registered form, and shall 
be substantially in the form set forth in Exhibit A attached hereto and by reference incorporated 
herein, with such series designations, maturity dates and additional terms and amounts to be 
included as appropriate. There shall be attached to each Note a copy of the legal opinion of 
Squire Patton Boggs (US) LLP, Note Counsel to the City, respecting the validity of said Notes 
and of Kutak Rock LLP, Special Tax Counsel to the City, respecting the exemption from federal 
income taxation of the Notes. 

5 

01().8074-6106/5 



Subject to the provisions of Section 3 hereof, the registration of any Note may, in 
accordance with its terms, be transferred upon the registration books kept by the Paying Agent 
for such purpose, by the person in whose name it is registered, in person or by his or her duly 
authorized attorney, upon surrender of such Note for cancellation, accompanied by delivery of a 
written instrument of transfer, duly executed in a form approved by the Paying Agent. 

Whenever any Note or Notes shall be surrendered for registration or transfer, the Paying 
Agent shall execute and deliver a new Note or Notes, for a like aggregate principal amount. The 
Paying Agent shall require the Note owner requesting such registration of transfer to pay any tax 
or other governmental charge required to be paid with respect to such transfer. The City may 
require the owner requesting such registration of transfer to pay such addition.al reasonable 
charge as may be necessary to cover customary expenses incurred and fees charged by the 
Paying Agent or the City with respect to such registration of transfer. The City and the Paying 
Agent may treat the registered owner of any Note as the absolute owner thereof for all purposes 
whatsoever in accordance with this Resolution and the City and the Paying Agent shall not be 
affected by any notice to the contrary. 

Subject to the provisions of Section 3 hereof, Notes of any series may be exchanged at 
the office of the Paying Agent in Los Angeles, California for a like aggregate principal amount 
of Notes of such series in other authorized denominations. The Paying Agent shall require the 
payment by the Note owner requesting such exchange of any tax or other govemmental charge 
required to be paid with respect to such exchange. The City may require the owner requesting 
such exchange to pay such additional reasonable charge as may be necessary to cover customary 
expenses incurred and fees charged by the Paying Agent or the City with respect to such 
exchange. 

Section 5. Proceeds of Notes; Note Proceeds Fund; Costs of Issuance. Except as 
provided in Section 20 hereof, the proceeds of the sale of the Notes, including any premium paid 
by any purchaser of the Notes, shall be deposited in the Note Proceeds Fund and used and 
expended by the City for any purpose for which the City is authorized to expend funds from the 
General Fund, including, but not limited to, cwTent expenses, capital expenditures, investment 
and reinvestment, and the discharge of any obligation or indebtedness of the City. The costs of 
issuing the Notes are hereby authorized to be paid by the City Administrative Officer from 
amounts held in the Note Proceeds Fund. 

Section 6. Source of Payment; Set-Aside Amounts. The principal amount of the 
Notes, together with the interest thereon, shall be payable from taxes, revenues, income, cash 
receipts and other moneys which are received by the City for the General Fund for the Fiscal 
Year 2015-16 and which are available for the payment of current expenses and other obligations 
of the City but excluding moneys encumbered. for a special purpose ("Unrestricted Moneys"). 
As security for the payment of the principal of and interest on the Notes and any additional notes 
issued pursuant to Section 13 hereof, the City hereby agrees to deposit in the Debt Service Fund: 
(a) not 1 ater than January 25, 2016, from the Unrestricted Moneys received by the City during the 
Fiscal Year 2015-16, an amount equal to 20% of the total principal and interest due on all of the 
Notes; (b) not later than February 24, 2016, from the Unrestricted Moneys received by the City 
during the Fiscal Year 2015-16, an amount equal to 20% of the total principal and interest due on 
all of the Notes; (c) not later than March 24, 2016, from the Unrestricted. Moneys received by the 

6 

010-8074-6106/S 



City during the Fiscal Year 2015-16, an amount equal to 20% of the total principal and interest 
due on all of the Notes; (d) not later than April 25, 2016, from the Unrestricted Moneys received 
by the City during the Fiscal Year 2015-16, an amount equal to 20% of the total principal and 
interest due on all of the Notes; and ( e) not later than May 25, 2016, from the Unrestricted 
Moneys received by the City during Fiscal Year 2015-16, an amount equal to 20% of the total 
principal and interest due on all of the Notes. All amounts that are deposited by the City in the 
Debt Service Fund in accordance with this Section 6 are pledged to the payment of the Notes; 
provided, however, that the City Administrative Officer is hereby authorized, at his discretion, to 
approve any adjustment to the dates and amounts of such deposits, the same being in the best 
interests of the City, such approval to be conclusively evidenced by the City Administrative 
Officer's execution and delivery of the Purchase Contract reflecting such terms. 

The principal of the Notes and the interest thereon shall be payable from all Unrestricted 
Moneys of the City lawfully available therefor, including amounts set aside in the Debt Service 
Fund and pledged to the Notes in accordance with this Section 6. In the event there are 
insufficient Unrestricted Moneys received by the City to pennit the deposit into the Debt Service 
Fund of the full amount required to be deposited on the applicable date set forth in the preceding 
paragraph, then the amount of the deficiency shall be satisfied and made up from the first 
Unrestricted Moneys of the City in the month next following said date. 

The City covenants and agrees that,, not later than the date of sale of the Notes, there shall 
have been appropriated from the General Fund in the Fiscal Year 2015-16 a sum sufficient to pay 
the principal of and interest on the Notes due and payable from the funds of such Fiscal Year. 
Appropriate officials of the City shall do and perform each and every act that is necessary to 
collect and apply, and to provide for the collection and application of, a sum sufficient to pay the 
principal of and interest on the Notes on or before the maturity date(s) thereof 

THE NOTES SHALL NOT IN ANYWAY BE CONSTRUED TO BE A DEBT OF THE 
CITY OR THE STATE OF CALIFORNIA, OR ANY POLITICAL SUBDIVJSION THEREOF, 
IN CONTRAVENTION OF ANY APPLICABLE CONSTITUTIONAL OR STATUTORY 
LIMITATION OR REQUIREMENT CONCERNING THE CREATION OF INDEBTEDNESS 
BY THE CITY, THE ST A TE OF CALIFORNIA, OR ANY POLITICAL SUBDIVISION 
THEREOF, NOR WILL ANYTHING CONTAINED IN THIS RESOLUTION CONSTITUTE, 
EXCEPT AS EXPRESSLY SET FORTH HEREIN, A PLEDGE OF GENERAL REVENUES, 
FUNDS OR MONEYS OF THE CITY. THE OBLIGATION OF THE CITY TO PAY 
PRINCIPAL AND INTEREST WITH RESPECT TO THE NOTES IS NOT AN OBLIGATION 
OF THE CITY FOR WHICH THE CITY IS OBLIGATED TO LEVY OR PLEDGE ANY TAX 
OR FOR WHICH THE CITY HAS LEVIED OR PLEDGED ANY TAX. 

Section 7. Debt Service Fund. The Debt Service Fund shall be held by the City 
among its City Treasury funds and accounts and separately accounted for by the City, or at the 
discretion of the City Administrative Officer, by a bank or trust company to be determined by the 
City Administrative Officer. All amounts in the Debt Service Fund shall be held in trust for the 
benefit of the holders of the Notes and any additional notes issued pursuant to Section 13 hereof, 
and until such Notes and any additional notes and all interest thereon are paid or until provision 
has been made for the payment of such Notes and any additional notes at maturity with interest 
to maturity, the moneys in the Debt Service Fund shall be applied only to pay the principal of 
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and interest on such Notes and any additional notes at maturity. Any moneys remaining in the 
Debt Service Fund after such Notes and any additional notes and the interest thereon have been 
fully paid, or provision for such payment has been made, shall be released and transferred to the 
City for deposit into the General Fund. 

Section 8. Investment of Moneys in Note Proceeds Fund and Debt Service Fund. 
Moneys in the Note Proceeds Fund and the Debt Service Fund may be invested in any authorized 
investment permitted for the investment of moneys in the General Pool of the City. Moneys in 
the Note Proceeds Fund and the Debt Service Fund shall be invested in the General Pool of the 
City. Investment earnings on amounts held in the Note Proceeds Fund shall be held in and 
credited to the Note Proceeds Fund until June 30, 2016, and on and after such date, all amounts 
remaining in the Note Proceeds Fund, if any, shall be credited and transferred to the Debt Service 
Fund and applied, as a credit against the amounts required to be deposited by the City in the Debt 
Service Fund pursuant to Section 6 hereof, to the payment of principal of and inteTest due on the 
Notes at or before the final maturity thereof. Investment earnings on the Debt Service Fund, if 
any, shall be credited to and retained in such fund until the payment of the Notes at their 
maturity(ies). Any moneys remaining in the Note Proceeds Fund after the Notes and the interest 
thereon have been fully paid, or provision for such payment has been made, including any 
investment earnings earned prior to June 30, 2016 but not credited to the Note Proceeds Fund 
until the final maturity date of the Notes shall be released and transferred to the City for deposit 
into the General Fund. 

Section 9. Findings Related to Negotiated Sale of the Notes. Pursuant to Section 
371(e)(l 0) of the City Charter, the Council hereby finds that due to current market conditions, 
the use of sealed competitive bidding to sell the Notes would be undesirable and impractical and 
it is in the best financial interest of the City to sell the Notes through a negotiated sale with the 
Underwriters. 

Section 10. Sale of Notes; Purchase Contract. The form and content of the Purchase 
Contract, a copy of which is on file in the Office of the City Administrative Officer, is hereby 
approved, and the City Administrative Officer is hereby authorized and directed, for and in the 
name of and on behalf of the City, to execute and deliver one or more purchase contracts in 
substantially the form of the Purchase Contract considered at this meeting, with such additions 
and changes therein as the City Administrative Officer shall approve as being in conformity with 
the interests of the City, and as approved as to form by the City Attorney, such approval to be 
conclusively evidenced the City Administrative Officer's execution and delivery of such 
Purchase Contract, with such additions or changes. The Underwriters' discount shall not exceed 
0.20% of the principal amount of the Notes being purchased. 

Section 11. Execution of Notes. The Mayor of the City and the City Treasurer are 
each hereby authorized to sign the Notes by manual or facsimile signature, and the City Clerk 
and any Deputy City Clerk are each hereby authorized to countersign the same by manual or 
facsimile signature~ provided that at least one of the aforesaid signatures is manual. Said officers 
are hereby authorized to cause the blank spaces thereof to be filled in as may be appropriate, and 
to authenticate the Note or Notes. 
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Section 12. Delivery of Notes and Related Documents. The proper officers of the 
City are hereby authorized and directed to deliver the Notes and to take such other actions to 
accomplish the issuance and delivery thereof pursuant to this Resolution, including the delivery 
of such certificates and documents as are referred to in the Purchase Contract. All actions 
heretofore taken by the officers and agents of the City with respect to the sale and issuance of the 
Notes are hereby approved, conformed and ratified, and the Mayor of the City, City 
Administrative Officer, City Controller, City Treasurer and their designees are hereby authorized 
and directed, for and in the name and on behalf of the City, to do any and all things and take any 
and all actions and execute and deliver any and all certificates, agreements and other documents 
which they, or any of them, may deem necessary or advisable in order to consummate the lawful 
issuance and delivery of the Notes in accordance with this Resolution and all other applicable 
law. 

Section 13. Issuance of Additional Notes on a Paritv with the Notes. The Council 
may, by adoption during the Fiscal Year 2015-16 of a resolution relating thereto, find and 
determine that additional notes of the City, in an amount in addition to $1.450,000,000 of Notes 
authorized hereunder, shall be issued by the City pursuant to the Act. The additional notes, if 
and when issued by the City, and the interest payable thereon, shall be payable from the 
uncollected taxes, incoming revenue (including but not limited to revenue from the State of 
California and the federal government), cash receipts and other moneys of the City for the 
General Fund attributable to Fiscal Year 2015-16 and available for the payment of such notes 
and the interest thereon on the same basis as the Notes and the interest thereon, including, 
without limitation, any and all amounts deposited in the Debt Service Fund pursuant to Section 6 
hereof, and on a parity with the Notes hereby issued, in all respects. The issuance of such 
additional notes shall be subject to the receipt of confirmation from each of Moody's Investors 
Service Inc., Standard & Poor's Ratings Services and Fitch Ratings (each, a "Rating Agency") 
(if such Rating Agency rated the Notes) that the issuance of the additional notes will not cause a 
reduction or withdrawal in such Rating Agency's rating on the Notes. 

Section 14. Reporting of Listed Events. Capitalized terms used herein shall have the 
meanings set forth at the end of this Section 14. The City hereby covenants and agrees as 
follows for the benefit of the holders of the Notes and to assist the Participating Underwriters in 
complying with the Rule: 

Whenever the City knows or learns of the occurrence of a Listed Event, the City, in a 
timely manner not in excess of ten business days after the occurrence of the event, shall file a 
notice of such occurrence with each Repository. The City shall have no obligation under this 
Section 14 to give further notices after the date of the defeasance, prior redemptjon or payment 
in full of all of the Notes. If such termination occurs prior to the matmity of the Notes, the City 
shall give notice of such termination in the same manner as for a Listed Event. 

Notwithstanding any other provision of this Section 14, the City may amend this Section 
14, and any provision of this Section 14 may be waived, provided that the following conditions 
are satisfied: 

a) the amendment or waiver may only be made in connection with a change 
in circumstances that arises from a change in legal requirements, change in law, or change in the 
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identity, nature or status of an obligated person with respect to the Notes, or the type of business 
conducted; 

b) the undertaking, as amended or taking into account such waiver, would, in 
the opinion of nationally recognized bond counsel, have complied with the requirements of the 
Rule at the time of the original issuance of the Notes, after taking into account any amendments 
or interpretations of the Rule, as well as any change in circumstances; and 

c) the amendment or waiver either (i) is approved by the Note holders, or (ii) 
does not, in the opinion of nationally recognized bond counsel, materiaJly impair the interests of 
the Note holders. 

Nothing in this Section shall be deemed to prevent the City from disseminating any other 
information, or including any other information in any notice of occurrence of a Listed Event, in 
addition to that which is required by this Resolution. If the City chooses to include any 
information in any notice of occurrence of a Listed Event in addition to that which is specifically 
required by this Resolution, the City shall have no obligation under this Resolution to update 
such information or include it in any future notice of occurrence of a Listed Event. 

In the event of a failure of the City to comply with any provision of this Section 14 any 
Note holder may take such actions as may be necessary and appropriate, including applicable 
legal remedies to cause the City to comply with its obligations under this Section 14. A default 
under this Section shall not be deemed an event of default under this Resolution, and the sole 
remedy under this Resolution in the event of any failure of the City to comply with this Section 
shall be an action to compel performance. 

This Section shall inure solely to the benefit of the City, the Participating Underwriters 
and holders from time to time of the Notes and no other person shall have any rights hereWlder. 

"Listed Event" shall mean any of the following events: 

1. Principal and interest payment delinquencies. 

2. Non-payment related defaults, if material. 

3. Unscheduled draws on debt service reserves reflecting financiaJ difficulties. 

4. Unscheduled draws on credit enhancements reflecting financial difficulties. 

5. Substitution of credit or liquidity providers, or their failure to perform. 

6. Adverse tax opinions, the issuance by the Internal Revenue Service of proposed 
or final determinations of taxability, Notices of Proposed Issue (IRS Form 5701-TEB) or 
other material notices or determinations with respect to the tax status of the Notes, or 
other material events affecting the tax status of the Notes. 

7. Modifications to rights of Note holders) if material. 
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8. Note calls, if material, and tender offers. 

9. Defeasances. 

10. Release, substitution, or sale of property securing repayment of the Notes, if 
material. 

11. Rating changes. 

12. Bankruptcy, insolvency, receivership or similar event of the City; provided that 
for the purposes of the events described in this clause, such an event is considered to 
occur upon: the appointment of a receiver, fiscal agent or similar officer for the City in a 
proceeding under the U.S. Bankruptcy Code or in any other proceeding under state or 
federal law in which a court or government authority has assumed jurisdiction over 
substantially all of the assets or business of the City, or if such jurisdiction has been 
assumed by leaving the existing governing body and officials or officers in possession 
but subject to the supervision and orders of a court or governmental authority, or the 
entry of an .order confirming a plan of reorganization, arrangement or liquidation by a 
court or governmental authority having supervision or jurisdiction over substantially all 
of the assets or business of the City. 

13. The consummation of a merger, consolidation, or acquisition involving an 
obligated person or the sale of all or substantially all of the assets of the obligated person, 
other than in the ordinary course of business, the entry into a definitive agreement to 
undertake such an action or the termination of a definitive agreement relating to any such 
actions, other than pursuant to its terms, if material. 

14. Appointment of a successor or additional trustee or the change of name of a 
trustee, if material. 

"Note holders or 0\7\111ers" shall mean, while the Notes are registered in the name of The 
Depository Trust Company, or Cede & Co. or any other nominee thereof, any applicable 
participant in its depository system, or the owner of any Note for federal income tax purposes. 

"Participating Underwriter" shall mean any of the original underwriters of the Notes 
required to comply with the Rule in connection with offering of the Notes. 

"Repository" means (a) the Electronic Municipal Market Access established by the 
Municipal Securities Rulemaking Board ("MSRB") and (b) other repositories designated from 
time to time by the Securities and Exchange Commission (the "SEC") in accordance with said 
Rule. All notices to be provided under this Section 14 shall be filed in the manner as prescribed 
from time to time by the MSRB and the SEC. 

"Rule" shall mean Rule 15c2-12 adopted by the SEC under the Securities Exchange Act 
of 1934, as the same may be amended from time to time. 

Section 15. Representations and Recitals Correct. It is hereby covenanted and 
warranted by the City that all representations and recitals contained in this Resolution are true 

11 

010-8074·6106/5 



and cotTect, and that the City and its appropriate officials have duly taken all proceedings 
necessary to be taken by them, and will take any additional proceedings necessary to be taken by 
them, for the levy, collection and enforcement of the taxes, revenue, cash receipts and other 
moneys pledged hereunder in accordance with the law and for carrying out the provisions of this 
Resolution. 

Section 16. Tax Covenant. Concurrently with the delivery of the Notes to the 
purchasers thereof, the City Administrative Officer shall deliver a Tax Certificate, for the benefit 
of the owners from time to time of the Notes, in which the City shall covenant with the owners of 
the Notes that, notwithstanding any other provisions of this Resolution, it will make no use of the 
proceeds of the Notes or of any other amounts, regardless of the source, or of any property or 
take any action, or refrain from taking any action, that would cause the Notes to be "arbitrage 
bonds'' within the meaning of Section 148 of the Code. In said Tax Certificate, the City shall 
also covenant that it will not make any use of the proceeds of the Notes or any other funds of the 
City, or take or omit to take any other action, that would cause the Notes to be '1>rivate activity 
bonds" within the meaning of Section 141 of the Code, or "federally guaranteed" ·within the 
meaning of Section 149(b) of the Code, and that to that end, so long as any Notes are unpaid, the 
City, with respect to such proceeds and such other funds, will comply with all requirements of 
such Sections and all regulations of the United States Department of the Treasury issued 
thereunder and under Section 103 of the Code to the extent such requirements are at the time, 
applicable and in effect. These covenants shall survive the payment in full or defeasance of the 
Notes. The appropriate officers of the City are hereby authorized to provide such certifications 
and representations in said Tax Certificate as to matters relating to the exclusion from gross 
income of the interest on the Notes, as they shall deem necessary or appropriate to accomplish 
the issuance and sale of the Notes. 

Section 17. Notices to be Given under Resolution. Any notices required to be given 
to the City with respect to the Notes or this Resolution shall be mailed, first class, or personally 
delivered to the City Administrative Officer at the following address: City of Los Angeles, 200 
North Main Street, City Hall East, Room 1500, Los Angeles, CA 90012, and all notices to the 
Paying Agent shall be mailed, first class, or personally delivered to the Paying Agent at the 
following address: City Treasurer, 200 North Spring Street, Room 201, Los Angeles, CA 90012, 
or such other address designated in writing by either the City or the Paying Agent. Any notice 
may be delivered by facsimile transmission to the City or the Paying Agent but shall only be 
effective if an original copy of said notice is also delivered by mail or personal delivery in 
accordance herewith. 

Section 18. Preliminary and Final Official Statements. The Preliminary Official 
Statement relating to the Notes, in substantially the form and with substantially the content 
presented to this meeting and made a part hereof as though set forth in full herein, be and the 
same is hereby approved, and the use of the Preliminary Official Statement in connection with 
the offering and sale of the Notes is hereby authorized and approved. The City Administrative 
Officer is hereby authorized and directed to cause to be made such changes, insertions and 
omissions in such fonn of the Preliminary Official Statement as are deemed necessary in order 
for the Preliminary Official Statement to be appropriately used for such purpose. The City 
Administrative Officer is hereby authorized and directed, for and in the name of the City, to 
certify to the Underwriters that the Preliminary Official Statement has been "deemed final" for 
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purposes of the Rule (as defined in Section 14 hereof). The preparation and delivery of a final 
Official Statement (the "Official Statement"), and its use in connection with the offering and sale 
of the Notes is hereby authorized and approved. The Official Statement shall be in substantially 
the form of the Preliminary Official Statement with such changes, insertions and omissions as 
may be approved by the City Administrative Officer, such approval to be conclusively evidenced 
by the execution and delivery of the Official Statement by the City Administrative Officer. The 
City Administrative Officer is hereby authorized and directed, for and in the name of the City, to 
execute and deliver the final Official Statement. 

Section 19. Aunointment of Pavine Agent. The City hereby appoints the City 
Treasurer to act as paying agent for the Notes. The City Treasurer shall comply with all 
provisions of this Resolution expressly providing for actions to be taken or performed by him or 
her. The City Administrative Officer may, however, in his discretion, appoint a bank or trust 
company to act as a substitute paying agent to implement the provisions of Section 7 of this 
Resolution for the administration of the Debt Service Fund to be held in the name of the City for 
the benefit of the owners of the Notes and may enter into related agreements therefor providing 
for the establishment of necessary funds and accounts, compensation and other matters necessary 
or desirable to effectuate the purposes of this Resolution and not inconsistent with the provisions 
hereof. 

Section 20. Appointment of Costs of Issuance Fund Custodian. The City hereby 
appoints U.S. Bank National Association, as custodian (the "Custodian") of certain Note 
proceeds to be deposited with the Custodian and used for the payment of certain costs of 
issuance in connection with issuance of the Notes, and hereby directs the Custodian to establish a 
fund in the name of the City for such pmpose and to deposit and disburse such funds pursuant to 
the written direction of the City Administrative Officer or his designee. 

Section 21. Provisions Constitute Contract. The provisions of this Resolution shall 
constitute a contract between the City and the holders of the Notes and the provisions hereof 
shall be construed in accordance with the laws of the State of California. 

[Remainder of page intentionally left blank] 
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Section 22. Effective Date. This Resolution shall be effective immediately. 

Approved as to Fonn: 

MICHAEL N. FEUER, 
City Attorney 

010-8074-6106/S 
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Registered No. 

EXHIBIT A 

FORM OF NOTE 

Registered 
$ ----

UNLESS THIS CERTIFICATE IS PRESENTED BY AN AUTHORIZED 
REPRESENTATIVE OF THE DEPOSITORY TRUST COMPANY TO THE ISSUER OR 
ITS AGENT FOR REGISTRATION OF TRANSFER, EXCHANGE OR PAYMENT, 
AND ANY CERTIFICATE ISSUED IS REGISTERED IN THE NAME OF CEDE & CO. 
OR SUCH OTHER NAME AS REQUESTED BY AN AUTHORIZED 
REPRESENTATIVE OF THE DEPOSITORY TRUST COMPANY AND ANY 
PAYMENT IS MADE TO CEDE & CO., ANY TRANSFER, PLEDGE OR OTHER USE 
HEREOF FOR VALUE OR OTHERWISE BY OR TO ANY PERSON IS WRONGFUL 
INASMUCH AS THE REGISTERED OWNER HEREOF, CEDE & CO., HAS AN 
INTEREST HEREIN. 

CITY OF LOS ANGELES, CALIFORNIA 

2015 TAX AND REVENUE ANTICIPATION NOTE 

SERIES[_} 

INTEREST RATE NOTE DATE MATURITY DATE 

July [9], 2015 

PRINCIPAL SUM: 

REGISTERED OWNER: 

CU SIP 

FOR VALUE RECEIVED, the City of Los Angeles (the "City''), State of California, 
promises to pay to the person named above, or lawful assigns (the "Registered Owner") at the 
office of the City Treasurer of the City of Los Angeles, California (the "Paying Agent") the 
principal sum shown above in lawful money of the United States of America, on the date shown 
above, together with interest thereon at the rate per annum shown above in like lawful money 
from the date hereof until payment in full of said principal sum. Both the principal of and 
interest on this Note shall be payable to the holder hereof as the same shall fall due; provided, 
however, no interest shall be payable for any period after maturity during which the holder 
hereof fails to properly present this Note for payment. Interest on this Note shall be computed on 
the basis of a 360-day year consisting of twelve 30-day months. 

IT IS HEREBY CERTIFIED, RECITED AND DECLARED that this Note is one of 
an authorized issue of Notes in the aggregate principal amount of$[Principal Amount], all of like 
tenor, made, executed and given pursuant to and by authority of the Charter of the City and a 
Resolution of the City Council, duly adopted on June_, 2015 (the "Resolution"), under and by 
authority of Article 7.6 (commencing with Section 53850) of Chapter 4, Part I, Division 2 of 
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Title 5 of the California Government Code, and that aU acts, conditions and things required to 
exist, happen and be performed precedent to and in the issuance of this Note have existed, 
happened and been performed in regular and due time, fonn and manner as required by law, and 
that this Note, together with all other indebtedness and obligations of the City, does not exceed 
any limit prescribed by the Constitution or statutes of the State of California. 

The principal amount of this Note, together with the interest thereon, shall be payable 
from taxes, revenues, income, cash receipts and other moneys which are received by the City for 
the General Fund for the Fiscal Year 2015-16 and which are available for the payment of current 
expenses and other obligations of the City but excluding moneys ericumbered for a special 
purpose ("Unrestricted Moneys''). As security for the payment of the principal of and interest on 
the Notes, the City has agreed in the Resolution to set aside in the Debt Service Fund certain 
Unrestricted Moneys by the dates and in the amounts as provided therein. The principal of the 
Notes and the interest thereon are payab]e from such moneys set aside in the Debt Service Fund, 
and to the extent not so paid, shall be paid from any other moneys of the City lawfully available 
therefor. The moneys deposited in the Debt Service Fund pursuant to the provisions of the 
Resolution are pledged to the payment of the Notes. 

This Note is transferable by the Registered Owner hereof in person or by his attorney 
duly authorized in writing at the office of the Paying Agent in Los Angeles, California, but only 
in the manner, subject to the limitations in the Resolution and this Note, and upon such surrender 
and cancellation of this Note. Upon such transfer a new Note or Notes of authorized 
denominations and for the same aggregate principal amount will be issued to the transferees in 
exchange therefor. 

The City and the Paying Agent may deem and treat the Registered Owner hereof as the 
absolute owner hereof for the purpose of receiving payment of or on account of principal hereof 
and interest due hereon and for all other purposes, and neither the City nor the Paying Agent 
shall be affected by any notice to the contrary. 
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IN WITNESS WHEREOF, the City of Los Angeles has caused this Note to be executed 
by the manual signature of the City Treasurer and countersigned by the signature of the City 
Clerk this 9th day of July, 2015. 

CITY OF LOS ANGELES, CALIFORNIA 

City Treasurer 

Countersigned: 

City Clerk 
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Attachment B 
Note Purchase Contract 



SIDLEY AUSTlN DRAFT 5/14/2015 

CITY OF LOS ANGELES, CALIFORNIA 
2015 TAX AND REVENUE ANTICIPATION NOTES 

$[PARAMOUNT] 

NOTE PURCHASE CONTRACT 

City of Los Angeles 
Office of the City Administrative Officer 
200 North Main Street 
Room 1500, City HaJI East 
Los Angeles, California 90012 

Ladies and Gentlemen: 

June_, 2015 

The undersigned (hereinafter called the "Underwriters") offer to enter into the following 
agreement with the City of Los Angeles (the "City"), which, upon acceptance ofthis offer by the 
City, will be binding upon the City and the Underwriters. This offer is made subject to the 
written acceptance hereof by the City on or before 5:00 p.m., Los Angeles Time, on the date 
hereof and, if not so accepted, will be subject to withdrawal by the Underwriters upon written or 
oral notice given to the City at any time prior to the acceptance hereof by the City. 

Section 1. Purchase and Sa1e. 

(a) Upon the terms and conditions and upon the basis of the representations and 
agreements set forth herein, the Underwriters, jointly and severally, hereby agree to purchase, 
and the City hereby agrees to sell all (but not less than all) of $[PAR AMOUNT] principal 
amount of the City of Los Angeles, California 2015 Tax and Revenue Anticipation Notes 
(the "Notes"). The Notes shall be dated the date of delivery thereof and shall be payable on 
____ ,, 201 6 shall bear interest at the rate of _ _ % per annum. The purchase price 
for the Notes shall be $ , representing the aggregate principal amount of the 
Notes, plus a premium of$ less the Underwriters' discount of$ ___ _ 

(b) Upon the acceptance by the City of this offer (or as soon thereafter as 
practicable), Stifel, Nicolaus & Company, Incorporated (the "Representative") shall deliver or 
cause to be delivered to the City a wire in the amount of $ , as security for the 
performance by the Underwriters of their obligation to accept delivery of and pay for the Notes 
on the Closing Date (as defined herein) in accordance with the provisions ohhis Note Purchase 
Contract (such deposit is herein referred to as a "Good Faith Deposit''). The Good Faith Deposit 
shall not be expended by the City except as provided in this Section 1 (b ). At the Closing, the 
City will return to the Representative the Good Faith Deposit, and the Representative shall be 
paid the interest earned on the Good Faith Deposit through the expense component of the 
Underwriters' discount. If the City fails to deliver the Notes on the Closing Date pursuant to this 
Note Purchase Contract, or if the conditions to the obligations of the Underwriters to purchase, 
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accept delivery of and pay for the Notes as set forth in this Note Purchase Contract shall not be 
satisfied (unless waived in writing by the Underwriters pursuant to this Note Purchase Contract), 
or if such obligations of the Underwriters shall be terminated for any reason permitted by this 
Note Purchase Contract, this Note Purchase Contract shall terminate and the Good Faith Deposit, 
plus interest (which shall accrue at the interest rate at which private depository institutions lend 
balances at the Federal Reserve to other depository institutions), shall be immediately returned to 
the Representative. In the event that the Underwriters fail (other than for a reason permitted 
under this Note Purchase Contract) to purchase, accept delivery of and pay for the Notes on the 
Closing Date as provided in this Note Purchase Contract, the Good Faith Deposit shall be 
retained by the City and shall constitute full liquidated damages for such failure and for any and 
all defaults hereunder on the part of the Underwriters, and shall constitute full release and 
discharge of all claims and rights under this Note Purchase Contract which the City may have 
against the Underwriters with respect to such failure. 

(c) The City has delivered or caused to be delivered to the Underwriters the 
City's preliminary official statement, dated June _ , 2015, relating to the Notes (such 
preliminary official statement, together with the cover page and any and all appendices thereto, 
being herein referred to as the "Preliminary Official Statemenf'). The City confinns that the 
Preliminary Official Statement was "deemed final" as of the date thereof, for purposes of 
Securities and Exchange Commission Rule l Sc2-l 2 ("Rule l 5c2-l 2"), except for certain 
information permitted to be omitted by Rule 15c2-12. The Notes are being offered pursuant to 
the City's final official statement relating to the Notes, dated June _ , 2015 (such final official 
statement, together with the cover page and any and all appendices thereto and including any 
amendments or supplements thereto prior to the Closing (as defined herein), being herein 
refetTed to as the "Official Statement"). Capitalized terms used herein which are not otherwise 
defined herein shall have the respective meanings given such tenns in the Official Statement. 

Section 2. The Notes. 

The Notes are being issued pursuant to the Charter of the City of Los Angeles (the 
"Charter"), Article 7.6 (commencing with Section 53850) of Chapter 4 of Part 1 of Division 2 of 
Title 5 of the Government Code of the State of California (the "Act") and a resolution (the "Note 
Resolution") adopted on June_, 2015, by the Council of the City of Los Angeles (the "City 
Council"). The tem1s and provisions of the Notes are set forth in the Note Resolution. 

[To be included if set-aside amounts change from the Resolution). [PlU'suant to Section 6 
of the Resolution, the City Administrative Officer determines that, as security for the payment of 
the principal of and interest on the Notes and any additional notes issued pursuant to the 
Resolution, the City agrees to deposit in the Debt Service Fund established pursuant to the 
Resolution, from the Unrestricted Moneys received by the City during the Fiscal Year 2015-16: 
(a) not later than January __, 2016, an amount equal to_% of the total principal and interest 
due on all of the Notes; (b) not later than February _, 2016, an amount equal to _ % of the 
total principal and interest due on all of the Notes; ( c) not later than March_, 2016, an amount 
equal to _% of the total principal and interest due on all of the Notes; (d) not later than 
April_, 2016, an amount equal to _% of the total principal and interest due on all of the 
Notes; and (e) not later than May_, 2016, an amount equal to _ % of the total principal and 
interest due on all of the Notes.] 
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Section 3. Authority. 

The Representative has been duly authorized to execute this Note Purchase Contract on 
behalf of the other Underwriters and has been duly authorized to act hereunder by and on behalf 
of the other Underwriters. 

Section 4. Offering. 

It shall be a condition to the City's obligations to execute and deliver the Notes to the 
Underwriters and to the Underwriters' obligations to purchase, to accept delivery of and to pay 
for the Notes that the entire $[PAR AMOUNT] aggregate principal amount of the Notes shall be 
so executed and delivered by the City and purchased, accepted and paid for by the Underwriters 
at the Closing. The Underwriters agree to make a public offering of all of the Notes at not 
in excess of the initial public offering prices set forth on the cover page of the Official Statement. 

Section 5. Official Statement, Delivery of 0th.er Documents. 

(a) The City shall deliver to the Underwriters, within seven business days of the date 
hereof and in any event, at least three business days prior to the Closing, the Official Statement, 
in such quantity as the Underwriters may reasonably request in order for the Underwriters to 
comply with the rules of the Municipal Securities Rulemaking Board (the "MSRB") and 
Rule 15c2-12. 

(b) The City shall include in the Preliminary Official Statement and the Official 
Statement a link to the Electronic Municipal Market Access ("EMMA") website setting forth a 
downloadable version of the complete financial statements of the City for the fiscal year ended 
June 30, 2014 and shall specifically incorporate by reference those financial statements into the 
Preliminary Official Statement and the Official Statement. 

Section 6. Use of Documents. 

(a) The City authorizes the use by the Underwriters of the Note Resolution, the 
Official Statement (including any supplements or amendments thereto and including in electronic 
format), and the information therein contained, in connection with the public offering and sale of 
the Notes. The City also confirms its consent to the use by the Underwriters, prior to the date 
hereof, of the Preliminary Official Statement (including in electronic format) in connection with 
the public offering of the Notes. 

(b) The Representative shall file the Official Statement, and any supplement or 
amendment thereto, with the MSRB via its EMMA system in accordance with the rules of the 
MSRB. 

Section 7. Representations and Agreements of the City. 

The City hereby represents as of the date hereof and agrees as fo llows: 
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(a) The City is duly created and existing under the Charter and the laws of the State 
of California. 

(b) The City has the power under the Charter to (i) perform its obligations under the 
Note Resolution; (ii) execute, deliver and perform its obligations under this Note Purchase 
Contract; and (iii) execute and deliver the Notes to the Underwriters as provided herein. 

(c) The City Council has the power under the Charter to adopt the Note Resolution. 

(d) By all necessary City Council action (i) the Note Resolution has been duly 
adopted by the City Council; (ii) the City Council has duly approved the Preliminary Official 
Statement and the Official Statement; (iii) the City Council has duly authorized and approved the 
execution and delivery of, and the performance by the City of its obligations to provide the 
information described in and its obligations contained in the Note Resolution and this Note 
Purchase Contract; and (iv) the City Council has duly approved the execution of all ce1tificates 
and other instruments necessary to effectuate the execution and delivery of the Notes, and the 
performance of such ministerial acts that are necessary in order to carry out the authority 
conferred by the Note Resolution or to evidence said authority and its exercise. In connection 
with the issuance of the Notes, the City has complied in all material respects, (i) with the laws of 
the State of California and of the United States and (ii) with its obligations on its part contained 
in the Note Resolution and this Note Purchase Contract. 

(e) The Notes and the Note Resolution conform m all material respects to the 
descriptions thereof contained in the Official Statement, and the City shaU not permit any 
changes to the Notes, the Note Resolution, the Preliminary Official Statement or the Official 
Statement without the prior written consent of the Representative. 

(f) At or prior to the Closing, the Note Resolution shall have been duly adopted by 
the City Council and this Note Purchase Contract and the Notes shall have been duly executed by 
the City and shall be legal, valid and binding obligations of the City, enforceable in accordance 
with their respective terms, subject to applicable bankruptcy, insolvency, reorganization, 
moratorium and other laws affecting creditors' rights generally and subject, as to enforceability, 
to the general principles of equity (reg!ifdless of whether enforcement is sought in a proceeding 
in equity or at law), to the exercise of judicial discretion in appropriate cases and to the 
limitations on legal remedies against municipal corporations in the State of California. 

(g) Between the date of this Note Purchase Contract and the date of the Closing, 
except as contemplated by the Official Statement, the City will not incur or issue any notes, 
bonds or obhgations for borrowed money, other than in the ordinary course of business, and, 
except as contemplated by the Official Statement, there shall not have been any material adverse 
change in the financial condition of the City other than changes in the ordinary course of 
business. 

(h) The City is not in breach of or default under any applicable existing constitutional 
provision, law or administrative regulation of the State of California or the United States binding 
on the City or any existing applicable judgment or court decree binding on the City or any 
existing loan agreement, indenture., bon~ note, resolution, agreement or other instrument to 
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which the City is a party which would materially adversely affect the ability of the City to pay 
the principal and interest on the Notes, and no event has occurred and is continuing which, with 
the passage of time or the giving of notice or both, would constitute such an event of default 
which would have such effect under any such instrument; and the adoption of the Note 
Resolution and the execution and delivery of this Note Purchase Contract and the performance 
by the City of its obligations under the Note Resolution and this Note Purchase Contract will not 
conflict with or constitute a breach of or default under any existing constitutional provision, law 
or administrative regulation of the State of California or the United States binding on the City or 
any existing applicable judgment or court decree binding on the City, or any existing loan 
agreement, indenture, bond, note, resolution, agreement or other instrument to which the City is 
a party, which conflict, breach or default would materially adversely affect the ability of the City 
to pay the principal and interest on the Notes. The City has not been notified of any listing or 
proposed listing by the Internal Revenue Service to the effect that it is a bond issuer whose 
arbitrage certifications may not be relied on. 

(i) Except as disclosed in the Official Statement, there is no action, suit or 
proceeding, at law or in equity, before or by any court, pending against the City (service of 
process against the City having been made) or, to the knowledge of the officer of the City 
executing this Note Purchase Contract, overtly threatened in writing (i) in any way questioning 
the existence of the City or the titles of the officers executing the Notes or this Note Purchase 
Contract to their respective offices; (ii) seeking to prohibit, restrain or enjoin the adoption of the 
Note Resolution, the execution or delivery of the Notes, or application of the proceeds of sale of 
the Notes, or in any way contesting the validity of the Note Resolution, the Notes or this Note 
Purchase Contract, or the tax-exempt status of interest due on the Notes or any authority for the 
execution and delivery of the Notes, or the execution and delivery by the City of this Note 
Purchase Contract; or (iii) contesting the completeness or accuracy of the Preliminary Official 
Statement or the Official Statement or any supplement or amendment thereto or asserting that the 
Preliminary Official Statement or the Official Statement contained any untrue statement of a 
material fact or omitted to state any material fact necessary to make the statements therein, in 
light of the circumstances under which they were made, not misleading. 

G) Except as disclosed in the Official Statement, there is no action, suit or 
proceeding, at law or in equity, before or by any court, pending against the City (service of 
process against the City having been made) or, to the knowledge of the officer of the City 
executing this Note Purchase Contract, overtly threatened in writing, which would result in any 
material adverse change to the financial condition of the City. 

(k) The City will furnish such infonnation, execute such instruments and take such 
other action not inconsistent with law in cooperation with the Underwriters as necessary (i) to 
qualify the Notes for offer and sale under the Blue Sky or other securities laws and regulations of 
such states and other jurisdictions of the United States as the Underwriters may designate and 
(ii) to determine the eligibility of the Notes for investment under the laws of such states and 
other jurisdictions, and will use its commercially reasonable efforts to continue such 
qualifications in effect so long as required for the distribution of the Notes; provided, however, 
that the City shall not be required to execute a general or special consent to service of process or 
qualify to do business in connection with any such qualification or determination in any 
jurisdiction. 
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(I). All approvals, consents and orders of any California or United States 
governmental authority having jurisdiction of the matter which are required for the due 
authorization of, which would constitute a condition precedent to, or the absence of which would 
materially adversely affect the due performance by the City of its obligations in connection with, 
the execution, sale and delivery of the Notes under this Note Purchase Contract have been 
obtained, except for such approvals, consents and orders as may be required under the Blue Sky 
or securities laws of any state in connection with the offering and sale of the Notes~ and, except 
as disclosed in the Official Statement, all approvals, consents and orders of any California or 
United States governmental authority having jurisdiction of the matter which are required for the 
due authorization of, which would constitute a condition precedent to, or the absence of which 
would materially adversely affect the due performance by the City of its obligations under, the 
Note Resolution or this Note Purchase Contract have been obtained. 

(m) The Preliminary Official Statement (other than the information contained in the 
Preliminary Official Statement with respect to The Depository Trust Company, New York, New 
York ("DTC") and the book-entry system and information permitted to be omitted by Rule 15c2-
12) did not, as of its date, and does not, as of the date hereof, contain any untrue statement of a 
material fact or omit to state a material fact necessary to make the statements therein, in the light 
of the circumstances under which they were made, not misleading. 

(n) As of its date, the Official Statement does not, and as of the Closing, the Official 
Statement will not, contain any untrue statement of a material fact or omit to state a material fact 
necessary to make the statements therein, in the light of the circumstances under which they were 
made, not misleading, except that no representation is made with respect to the information in 
the Official Statement relating to DTC or the book-entry system. 

( o) If the Official Statement is supplemented or amended pursuant to subsection (p) 
of this Section 7, the City agrees that, at the time of each supplement or amendment thereto and 
(unless subsequently again supplemented or amended pursuant to such paragraph) at all times 
during the period from the date of this Note Purchase Contract to and including the date which is 
25 days after the end of the underwriting period (as detennined in accordance with Section 17 
hereof), the Official Statement, as so supplemented or amended, will not contain any untrue 
statement of a material fact or omit to state a material fact necessary to make the statements 
therein, in the light of the circumstances under which they were made, not misleading, 
except that the City shall have no responsibility with respect to the information in the Official 
Statement relating to DTC or the book-entry system. 

(p) Until twenty-five (25) days from the "end of the underwriting period" (as 
determined in accordance with Section 17 hereof), if any event known to the City shall occur or 
become known affecting the City which might adversely affect the marketability of the Notes or 
the market prices thereof, or which might cause the Official Statement, as then supplemented or 
amended, to contain any untrue statement of a material fact or to omit to state a material fact 
necessary to make the statements therein, in the light of the circumstances under which they were 
made, not misleading, the City shall notify the Underwriters thereof, and if in the opinion of the 
Representative such event requires the preparation and publication of a supplement or 
amendment to the Official Statement, the City will, at its expense, prepare and furnish to the 
Underwriters a reasonable number of copies of such supplement to, or amendment of, the 
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Official Statement in a form and in a manner approved by the Underwriters. After twenty-five 
(25) days from the "end of the underwriting period," the City will no longer be obligated to 
amend or supplement the Official Statement. 

( q) During the last five years, the City has not failed to materially comply with any 
previous undertakings relating to continuing disclosure of information pursuant to Rule l 5c2-12. 

Section 8. Closing. 

At 9:00 am., Los Angeles time, on July _, 2015, or at such other time or on such later 
date as shall have been mutually agreed upon by the City and the Representative (the .. Closing 
Date"), the City shall deliver through the book-entry facilities of DTC in definitive form duly 
executed and authenticated by the authorized officers of the City, and the Underwriters shall 
accept such delivery to DTC and shall pay the purchase price of the Notes as set forth in 
Section l(a) hereof by delivering federal or other immediately available funds in the amount of 
such purchase price to the City. The City shall deliver to the Underwriters the other documents 
hereinafter mentioned at the offices of Squire Patton Boggs (US) in Los Angeles, California or 
such other place as shall have been mutually agreed upon by the City and the Representative. 
Such payment and delivery is herein called the "Closing." 

The Notes shall be prepared in fully registered form without coupons, in authorized 
denominations> shall bear CUSIP numbers and shall be registered in the name of "Cede & Co.," 
as nominee of DTC; there shall be one (1) Note in the aggregate principal amount of the Notes, 
which shall be made available for inspection by the Underwriters at least one business day prior 
to the Closing. 

Section 9. Closing Conditions. 

The Underwriters have entered into this Note Purchase Contract in reliance upon the 
representations of the City contained herein and the performance by the City of its obligations 
hereunder both as of the date hereof and as of the date of Closing. The Underwriters' obligations 
under this Note Purchase Contract shall be conditioned upon the performance by the City of its 
obligations to be performed hereunder and under the other documenrs and instruments delivered 
in connection with the execution and delivery of the Notes and shall also be subject to the 
following further conditions: 

(a) The representations of the City contained herein shall be true, 
complete and correct in all material respects (except to the extent already qualified by 
materiality, in which case such representations and warranties shall be true in all respects) 
on the date hereof and true, complete and correct in all material respects on the date of 
the Closing. 

(b) At the time of the Closing (i) the Note Resolution shall be in full force. and 
effect, and (ii) the City shall perform or have performed its obligations under this Note 
Purchase Contract and the Note Resolution, as applicable, which are required to be 
performed at or prior to the Closing. 
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(c) At or prior to the Closing, the Underwriters shall receive the following 
documents: 

(1) The Official Statement and each supplement or amendment, if any, 
thereto, executed on behalf of the City by an authorized officer of the City; 

(2) A certified copy of the Note Resolution and an executed copy of a 
tax certificate, in form and substance reasonably satisfactory to Note Counsel, the 
Underwriters and the City, executed on behalf of the City by an authorized officer 
of the City; 

(3) The opinion of Squire Patton Boggs (US), Note Counsel, dated 
the date of the Closing, in substantially the form attached to the Official 
Statement as Appendix B, together with a letter, dated the date of the Closing, 
from such Note Counsel addressed to the Representative stating that the 
Underwriters may rely on such opinion as though it was addressed to them; 

(4) The opinion of Kutak Rock LLP, Special Tax Counsel, dated 
the date of the Closing, in substantially the form attached to the Official 
Statement as Appendix C, together with a letter, dated the date of the 
Closing, from such Special Tax Counsel addressed to the Representative stating 
that the Underwriters may rely on such opinion as though it was addressed to 
them; 

(5) The opinion of Squire Patton Boggs (US), Note Counsel, dated 
the date of the Closing and addressed to the Representative, in substantially the 
form set forth in Exhibit A hereto; 

(6) The opinion of Kutak Rock LLP, Special Tax Counsel , dated 
the date of the Closing and addressed to the Representative, in substantially the 
form set forth in Exhibit B hereto; 

(7) An opinion of the City Attorney, dated the date of the Closing and 
addressed to the Representative, in substantially the form set forth in Exhibit D 
hereto; 

(8) The opinion of Sidley Austin LLP, counsel to the Underwriters, 
dated the date of Closing and addressed to the Underwriters, to the effect that: 
(i) the Notes are not subject to the registration requirements of the Securities Act 
of 1933, as amended, and the Note Resolution is exempt from qualification under 
the Trust Indenture Act of 1939, as amended; and (ii) in their capacity as counsel 
to the Underwriters in connection with the purchase by the Underwriters of the 
Notes, without assuming any responsibility for the accuracy, completeness or 
fairness of any of the statements contained in the Official Statement nor making 
any representation regarding independent verification of the accuracy, 
completeness or fairness of any of the statements contained in the Official 
Statement, such counsel advises that no information has come to the attention of 
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the attorneys in the firm representing the Underwriters in connection with their 
purchase of the Notes that would lead them to believe that the Official Statement 
(except for information relating to any financial, statistical, economic or 
demographic data or forecasts, numbers, charts, tables, graphs, estimates, 
projections, assumptions or expressions of opinion, the information in 
Appendix B, C, and D to the Official Statement, or any information about book
entry or DTC included therein, as to which no opinion or view need be expressed) 
as of its date contained, or as of the date of the Closing, contains, any untrue 
statement of a material fact or omitted or omits to state any material fact required 
to be stated therein or necessary to make the statements therein, in the light of the 
circumstances under which they were made, not misleading; 

(9) A ce1tificate of the an authorized officer of the City, dated the date 
of Closing, to the effect that each of the representations set forth in Section 7 of 
this Note Purchase Contract is tiue, accurate and complete in all material respects 
as of the Closing and each of the agreements of the City, as set forth in this Note 
Purchase Contract to be complied with at or prior to the Closing, has been 
complied with in all material respects; 

(10) Evidence reasonably satisfactory to the Underwriters that, as of the 
date of Closing, the Notes are rated "SP-1+" by Standard & Poor's Rating 
Services and "MIG l" by Moody's Investors Service, Inc.; 

(11) The opinion of Norton Rose Fulbright US LLP, Disclosure 
CoWlsel, dated the date of Closing and addressed to the City and the 
Underwriters, in substantially the form attached hereto as Exhibit C; 

(12) Two transcripts of all proceedings of the City relating to the 
transactions contemplated hereunder; and 

(13) Such additional legal opinions, certificates, instruments and other 
documents as the Underwriters, Disclosure or Note Collllsel may reasonably deem 
necessary to evidence the due execution and delivery of the Notes, the truth and 
accuracy as of the time of the Closing of the City's representations contained in 
Section 7 hereof and performance, in all material respects, by the City at or prior 
to the time of the Closing of all agreements then to be performed and all 
conditions then to be satisfied by the City pursuant to the Note Resolution and this 
Note Purchase Contract. 

The opinions and certificates and other material referred to above shaJI be in form and 
substance reasonably satisfactory to the Representative. 

Section 10. Termination. 

The Representative shall have the right to terminate the Underwriters' obligations under 
this Note Purchase Contract to purchase, to accept delivery of and to pay for the Notes by 
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notifying the City of the Underwriters' election to do so if, after the execution hereof and prior to 
the Closing: 

(a) a tentative decision with respect to legislation shall be favorably reported by a 
committee of the House of Representatives or the Senate of the Congress of the United States or 
legislation shall be introduced, by amendment or otherwise, in, or be enacted by the House of 
Representatives or the Senate or the State legislature, or a decision by a court of the United 
States or the Tax Court of the United States shall be rendered or a ruling, regulation or official 
statement (final, temporary or proposed) by or on behalf of the Treasury Department of the 
United States, the Internal Revenue Service or other governmental agency shall be made, with 
respect to federal or state taxation of revenues or other income of the general character expected 
to be derived by the City or upon interest on securities of the general character of the Notes or 
which would have the effect of changing, directly or indirectly, the federal or state income tax 
consequences of receipt of interest on securities of the general character of the Notes in the 
hands of the holders thereof, which in the reasonable opinion of the Representative would 
materially and adversely affect the market price of the Notes; 

(b) a tentative decision with respect to legislation shall be favorably reported by a 
committee of the House of Representatives or the Senate of the Congress of the United States or 
legislation shall be introduced, by amendment or otherwise, in, or be enacted by, the House of 
Representatives or the Senate, or a decision by a court of the United States, or action shall be 
taken or a regulation shall be issued by the Securities and Exchange Commission or other 
governmental agency having jurisdiction of the subject, the effect of which, in the opinion of the 
Representative, could be that either (i) the Notes are not, or may not be, exempt from the 
registration, qualification or other similar requirements of the Securities Act of 1933, as 
amended, or (ii) the Resolution is not, or may not be, exempt from the registration, qualification 
or other requirements of the Trust Indenture Act of 1939~ as amended; 

(c) there shall have occurred an outbreak or escalation of hostilities involving the 
United States or a national or international calamity or crisis, or the declaration by the United 
States of a national emergency or war, which in the reasonable judgment of the Representative 
(after consultation with the City) has had a materially adverse effect on the marketability of 
the Notes or the market price thereof; 

( d) there shall have occurred the declaration of a general banking moratorium by any 
authority of the United States, the State of New York or the State of California or a material 
disruption in commercial banking or securities settlement or clearance services shall have 
occurred which, in the reasonable opinion of the Representative (after consultation with the 
City), materially adversely affects the marketability of the Notes or the market price thereof; 

(e) there shall be in force a general suspension of trading on the New York Stock 
Exchange or other national stock exchange; 

(t) there shall have been any downgrading, suspension or withdrawal, or any 
official notice or statement as to a possible downgrading, suspension or withdrawal of any 
rating on bonds and/or notes issued by the City by any rating service which has rated the Notes; 
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(g) in the reasonable judgment of the Representative, the market for any bonds or of 
obligations of the general character of the Notes might be adversely affected because either 
(i) additional material restrictions not in force as of the date hereof shall have been imposed 
upon trading in securities generally by any governmental authority or by any national securities 
exchange or (ii) the New York Stock Exchange or other national securities exchange, or 
any governmental authority, shall have imposed, as to any bonds or similar obligations, any 
material, restrictions not now in force, or increase materially those now in force, with respect to 
the extension of credit by, or the charge to the net capital requirements of, the Underwriters; 

(h) an event described in subsection (p) of Section 7 shall have occurred or 
become known which in the reasonable opinion of the Representative {after consultation with the 
City) requires the preparation and publication of a supplement or amendment to the Official 
Statement; or 

(i) a stop order, ruling or regulation by the Securities and Exchange Commission 
shall hereafter be issued or made, the reasonable effect of which is that the issuance, offering or 
sale of the Notes, as contemplated herein or in the Official Statement, or of obligations of the 
general character of the Notes, is in violation of any provisions of the Securities Act of 1933, as 
amended and as then in effect, the Securities Exchange Act of 1934, as amended and as then in 
effect, the Trust Indenture Act of 1939, as amended and as then in effect, or any rule or 
regulation promulgated under any such Acts. 

Section 11. Expenses. 

(a) The City shall, except as set forth in subsection (b) hereof, pay any expenses 
incident to the performance of the City's obligations hereunder, including but not limited to the 
following: (i) the cost of the preparation, printing and delivery of the Notes; (ii) the fees for note 
ratings; (iii) the cost of printing and distribution of the Preliminary Official Statement and the 
Official Statement; (iv) the fees and disbursements of Note Counsel and Special Tax Counsel; 
(v) the fees and disbursements of Disclosure Counsel; (vi) the fees and disbursements of any 
other engineers, accountants, attorneys and other experts or consultants or advisors retained by 
the City~ (vii) the expenses to qualify the Notes for sale under any Blue Sky Laws; and (viii) any 
other costs and disbursements incurred by the City in connection with the transaction. 

(b) The Underwriters shall pay their own expenses including but not limited to the 
fees and disbursements of any attorneys retained by the Underwriters, including fees incurred in 
connection with the execution, delivery and enforcement of the obligations of the City pursuant 
to this Note Purchase Contract (other than as described in clause (a)(viii) above) and any fees of 
the California Debt and Investment Advisory Commission. 

Section 12. Notices. 

Any notice or other communication to be given to the City under this Note Purchase 
Contract (other than the acceptance hereof as specified in the first paragraph hereof) may be 
given by giving the same in writing to the City, Office of the City Administrative Officer, 
200 North Main Street, Room 1500, City Hall East, Los Angeles, California 90012, Attention: 
Debt Management Group; and any notice or other communication to be given to the 
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Underwriters under this Note Purchase Contract may be given by delivering the same in writing 
to Stifel, Nicolaus & Company, Incorporated, 51 5 South Figueroa Street, Suite 1800, Los 
Angeles, CA 90071. 

Section 13. Governing Law; Venue. 

This Agreement was made and entered into in the City of Los Angeles and shall be 
governed by, interpreted and enforced in accordance with the laws of the State of California and 
the City of Los Angeles, including any applicable statute of limitation, without regard to conflict 
of law principles. All litigation arising out of, or relating to this Agreement, shall be brought in a 
State or Federal court in the City of Los Angeles in the State of California. The parties 
irrevocably agree to submit to the exclusive jurisdiction of such courts in the State of California 
and waive any defense of fonun non conveniens. 

Section 14. Parties in Interest. 

This Note Purchase Contract when executed by the City shall constitute the entire 
agreement between the City and the Underwriters and is made solely for the benefit of the City 
and the Underwriters (including the successors or permitted assigns of any of the Underwriters 
but does not include any purchasers of the Notes from the Underwriters). No other person shall 
acquire or have any right hereunder or by virtue hereof. All of the representations (as of the date 
such representations were made) of the City contained in this Note Purchase Contract shall 
remain operative and in full force and effect regardless of any investigation made by or on behalf 
of any of the Underwriters. This Note Purchase Contract may not be assigned by any party 
without the written consent of the other party. 

Section 15. Effective Date. 

This Note Purchase Contract shall be effective upon the execution hereof by the 
Representative on behalf of the Underwriters and the City. 

Section 16. Headings. 

The headings of the sections of this Note Purchase Contract are inserted for convenience 
only and shall not be deemed to be a part hereof. 

Section 17. End of Underwriting Period. 

The term "end of the tmderwriting period" referred to in Sections 7(o) and (p) of this 
Note Purchase Contract shall mean the later of such time as (i) the City delivers the Notes to the 
Underwriters or (ii) the Underwriters do not retain an unsold balance of the Notes for sale to the 
public. Unless the Representative gives notice to the contrary, the end of the underwriting period 
shall be deemed to be the date of the Closing. Any notice delivered pursuant to this Section 17 
shall be delivered in writing to the City at or prior to the date of the Closing, and shall specify a 
date, other than the date of the Closing (or such other date specified by notice delivered pursuant 
to this Section 17), to be deemed the end of the underwriting period. In no event shall the "end 
of the underwriting period" extend beyond the date sixty ( 60) days from the Closing. 
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Section 18. Representation by Counsel. 

Each party hereto represents and acknowledges that it has been represented by competent 
counsel in connection with the negotiation and execution of this Note Purchase Contract, and has 
been fully advised by said counsel with respect to its rights and obligations hereunder 

Section 19. Relationship of the Parties. 

The City acknowledges and agrees that (i) the purchase and sale of the Notes pursuant to 
this Agreement is an arm's-length conunercial transaction between the City and the 
Underwriters, (ii) in connection with such transaction, each Underwriter is acting solely as a 
principal and not as an agent or a fiduciary of the City, (iii) the Underwriters have not assumed 
(individually or collectively) a fiduciary responsibility in favor of the City with respect to the 
offering of the Notes or the process leading thereto (whether or not any Underwriter, or any 
affiliate of an Underwriter, has advised or is currently advising the City on other matters) or any 
other obligation to the City except the obligations expressly set forth in this Agreement and 
(iv) the City has consulted with its own legal and financial advisors to the extent it deemed 
appropriate in connection with the offering of the Notes. 

Section 20. Counterparts. 

This Note Purchase Contract may be executed by the parties hereto in separate 
counterparts, each of which when so executed and delivered shall be an original, but all such 
counterparts shall together constitute but one and the same instrument. 

[Signatures appear on next page.] 
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Agreed and Accepted: 

This __ day of June, 2015 
CITY OF LOS ANGELES 

Very truly yours, 

STIFEL, NICOLAUS & COMPANY, 
INCORPORATED 
J.P. MORGAN SECURITIES LLC 
SAMUEL A. RAMIREZ & COMP ANY, INC. 

By: ---------------~ 
STIFEL, NICOLAUS & COMPANY, 
INCORPORATED 

as representative of the Underwriters 

By: - --- - - - - - - - -
Name: 
Title: 

APPROVED AS TO FORM: 

June _ , 2015 

MICHAELN. FEUER 
City Attorney 

Assistant City Attorney 

[Signature Page to Note Purchase Contract - 2015 Notes] 
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SIDLEY AUSTIN DRAFT 5/14/2015 

EXHIBIT A 

FORM OF NOTE COUNSEL'S SUPPLEMENTAL OPINION 

[Closing Date] 

Stifel, Nicolaus & Company, Incorporated, 
As Representative 

Los Angeles, California 

Re: City of Los Angeles, California 2015 Tax and Revenue Anticipation Notes 

Ladies and Gentlemen: 

We have acted as Note Counsel to the City of Los Angeles in connection with the 
issuance of its 2015 Tax and Revenue Anticipation Notes (the "Notes"). This opinion is 
delivered to you, as Representative, pursuant to Section 9(c)(5) of the Note Purchase Contract, 
dated June_, 2015 (the "Purchase Contract"), by and between Stifel, Nicolaus & Company, 
Incorporated, J.P. Morgan Securities LLC and Samuel A. Ramirez & Company, Inc. (the 
"Underwriters") and the City of Los Angeles, California (the "City") relating to the Notes. We 
have this day delivered to the City our final approving legal opinion with respect to the Notes. 
You are authorized to rely on such opinion as if the same were addressed to you. 

In our capacity as Note Counsel, we have reviewed such docwnents, certificates, 
opinions and other matters to the extent we deemed necessary to render the opinions set forth 
herein. As to questions of fact material to our opinion, we have relied upon the certified 
proceedings and other certifications of public officials furnished to us without undertaking to 
verify the same by independent investigation. Furthermore, we have assumed, but have not 
independently verified, that the signatures on all documents, certificates and opinions that we 
reviewed are genuine. 

Based upon the foregoing and such other information and documents as we have 
considered necessary in order to render this opinion, and in reliance thereon, as of the date 
hereof, we are of the opinion that: 

1. The Purchase Contract has been duly authorized, executed and delivered by the 
City and (assuming due authorization, execution and delivery by the Underwriters) is a valid and 
binding agreement of the City, enforceable against the City in accordance with its terms, except 
as limited by bankruptcy, insolvency, reorganization, arrangement, fraudulent conveyance, 
moratorium and other laws relating to or affecting creditors' rights, to the application of 
equitable principles, to the exercise of judicial discretion in appropriate cases and to the 
limitations on legal remedies against counties in the State of California, and except for any 
indemnification, contribution, penalty, choice of law, choice of forum or waiver provisions 
contained therein. In addition, we express no opinion with respect to any indemnification, 
contribution, choice of law, choice of forum or waiver provisions contained in the Purchase 
Contract. 
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2. The Notes are exempt from registration under the Securities Act of 1933, as 
amended, and the Note Resolution is exempt from qualification under the Trust Indenture Act of 
1939, as amended. 

We also advise you that the statements contained in the Official Statement Wlder the 
captions "TIIB NOTES" and "SECURITY FOR THE NOTES," to the extent that such 
statements expressly summarize the Notes and the Note Resolution, are accurate in all material 
respects. 

We as Note Counsel are furnishing this opinion to you pursuant to the Purchase Contract, 
solely for the of the Underwriters of the Notes. No attorney-client relationship has existed or 
exists between our firm and the Underwriters by virtue of this opinion, and we disclaim any 
obligation to update this opinion. This opinion is rendered in connection with the issuance of the 
Notes, and may not be relied upon for any other purpose. This opinion shall not extend to, and 
may not be used, circulated, quoted, referred to, or relied upon by, any other person, firm, 
corporation or other entity without our prior written consent. 

Very truly yours, 
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SIDLEY AUSTIN DRAFT 5/ 14/2015 

EXHIBIT B 

FORM OF SPECIAL TAX COUNSEL'S SUPPLEMENTAL OPINION 

[Closing Date] 

Stifel, Nicolaus & Company, Incorporated, 
As Representative 

Los Angeles, California 

Re: City of Los Angeles, 
California 2015 Tax and Revenue Anticipation Notes (Supplemental Opinion) 

Ladies and Gentlemen: 

This opinion is addressed to you, as Representative of the Underwriters, pursuant to 
Section 9(c)(6) of the Note Purchase Contract, dated June_. 2015 (the "Note Purchase 
Contract"), by and among the Underwriters and the City of Los Angeles (the "City") 
providing for the purchase by you of $(PAR AMOUNT] aggregate principal amount of the 
City's 2015 Tax and Revenue Anticipation Notes (the "Notes"). The Notes have been issued by 
the City pursuant to the Charter of the City of Los Angeles (the ''Charter"), Article 7.6 
(commencing with Section 53850) of Chapter 4 of Part 1 of Division 2 of Title 5 of the 
Government Code of the State of California and a resolution adopted by the City Council of the 
City of Los Angeles (the "City Council") on June_, 2015 (the "Note Resolution"). Capitalized 
terms not otherwise defined herein shall have the respective meanings ascribed thereto in the 
Note Resolution or, if not defined in the Note Resolution, in the Official Statement, dated 
June_, 2015 (the "Official Statement"), relating to the Notes. 

We have delivered our final legal opinion as special tax counsel, concerning the tax 
status of the interest on the Notes and certain other matters dated the date hereof and addressed 
to the City. You may rely on such opinion as though the same were addressed to you. 

In connection with om role as special tax counsel to the City, we have reviewed the Note 
Resolution, the Note Purchase Contract, the Tax Certificate, opinions of the City Attorney of the 
City of Los Angeles and others, certificates of the City and others and such other documents and 
matters to the extent we deemed necessary to provide the opinions set forth in the numbered 
paragraphs below. 

The opinions expressed herein are based on an analysis of existing laws, regulations, 
rulings and court decisions and cover certain matters not directly addressed by such authorities. 
Such opinions may be affected by actions taken or omitted or events occurring after the date 
hereof. We have not undertaken to detennine, or to inform any person, whether any such actions 
are taken or omitted or events do occur or any other matters come to our attention after the date 
hereof. We have assumed the genuineness of all documents and signatures presented to us 
(whether as originals or as copies) and the due and legal execution and delivery thereof by, and 
validity against, any parties other than the City. We have assumed, without undertaking to 
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verify, the accuracy of the factual matters represented, warranted or certified in the documents, 
and of the legal conclusions contained in the opinions, referred to in the third paragraph hereof. 

We have further assumed compliance with all covenants and agreements contamed in 
such documents. In addition, we call attention to the fact that the rights and obligations under 
the Notes, the Note Resolution, the Tax Certificate and the Note Purchase Contract and their 
enforceability may be subject to bankruptcy, insolvency, reorganization, arrangement, fraudulent 
conveyance, moratorium and other laws relating to or affecting creditors' rights, to the 
application of equitable principles, to the exercise of judicial discretion in appropriate cases and 
to the limitations on legal remedies against municipal corporations in the State of California. 'Vile 
express no opinion with respect to any indemnification, contribution, penalty, choice of law, 
choice of forum, choice of venue, waiver or severability provisions contained in the foregoing 
documents. Finally, we Wldertake no responsibility for the accuracy, completeness or fairness of 
the Official Statement or other offering material relating to the Notes and express no opinion 
relating thereto except as expressly set forth below. 

Based on and subject to the foregoing, and in reliance thereon, as of the date hereof, we 
are of the opinion that the statements contained in the Official Statement under the caption ''TAX 
STATUS OF INTEREST ON TIIE NOTES," insofar as such statements purport to swnmarize 
certain provisions of our opinion conceming certain federal tax matters relating to the Notes, are 
accurate in all material respects. 

This letter is furnished by us as special tax counsel. No attorney-client relationship has 
existed or exists between our finn and the Underwriters in connection with the Notes or by virtue 
of this letter. We disclaim any obligation to update this letter. This letter is delivered to you as 
Representative of the Underwriters of the Notes and is solely for your benefit as such 
Underwriters and is not to be used, circulated, quoted or otherwise referred to or relied upon for 
any other purpose or by any other person. This letter is not intended to and may not be relied 
upon by owners of the Notes. 

Very truly yours, 
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SIDLEY AUSTIN DRAFT 5/14/2015 

EXHIBITC 

FORM OF OPINION OF DISCLOSURE COUNSEL 

(Closing Date] 

City of Los Angeles 
Los Angeles, California 

Stifel, Nicolaus & Company, Incorporated, 
as Representative of the Underwriters 
Los Angeles, California 

Re: $[PARAMOUNT] CityofLos Angeles, California 
2015 Tax and Revenue Anticipation Notes 

Ladies and Gentlemen: 

We have acted as disclosure counsel on behalf of the City of Los Angeles (the "City") in 
connection with the sale of the City's 2015 Tax and Revenue Anticipation Notes (the "Notes"). 

The Notes are being issued by the City pursuant to the Charter of the City of Los Angeles 
(the ''Charter"), Article 7.6 (commencing with Section 53850) of Chapter 4 of Part 1 of 
Division 2 of Title 5 of the Government Code of the State of California and a resolution adopted 
by the City Council of the City of Los Angeles (the "City Council") on June_, 2015 (the "Note 
Resolution"). The terms and provisions of the Notes are contained in the Note Resolution and 
are further described in the Official Statement relating to the Notes dated June __, 2015 (the 
"Official Statement"). Capitalized terms used herein and not otherwise defined shall have the 
respective meanings set forth in the Official Statement. 

The Notes are being sold by the City to the Underwriters (as defined below) pursuant to 
that certain Note Purchase Contract dated June _....) 2015 regarding the Notes (the "Purchase 
Contract") between the City and Stifel, Nicolaus & Company, Incorporated, as representative of 
the underwriters named therein (the "Underwriters"). 

As disclosure counsel, we have rendered legal advice to the City in the course of the 
preparation of the Official Statement. Rendering such advice involved, among other things, 
discussions and inquiries concerning various legal matters and the review of certain records, 
documents and proceedings. 

In our capacity as disclosure counsel to the City, we have examined, among other things, 
the Official Statement, and originals, or copies certified or otherwise identified to our satisfaction 
as being true copies of the originals, of such records of the City and others and such other 
documents, letters, certificates, instrwnents, records and opinions, as we have considered 
necessary or appropriate for the basis of our opinion, including the Note Resolution, the opinion 
of the Office of the City Attorney for the City of Los Angeles, the final approving opinion of 
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Squire Patton Boggs (US) regarding the validity of the Notes, and the opm1on of Kutak 
Rock L LP , Special Tax Cowisel, regarding certain tax matters relating to the Notes, each 
such opinion dated the date hereof and in substantially the forms attached to the Official 
Statement as Appendices Band C, respectively. We have assumed, but have not independently 
verified, that the signatures on all documents, letters, opinions and certificates which we have 
examined are genuine, that all documents submitted to us are authentic and were duly and 
properly approved and executed by the parties thereto and that all representations made in the 
documents that we have reviewed are true and accurate. 

We have also participated in conferences with, among others, representatives, employees 
and agents of the City, including representatives of the City Administrative Officer and the City 
Attorney, the Underwriters, Note Counsel, Special Tax Counsel, Underwriters' Counsel and 
others, during which conferences various legal and factual matters relating to the Notes and the 
contents of the Official Statement were discussed. 

We have made such investigations of law and fact that we deemed necessary and 
appropriate with respect to the conclusions herein. 

On the basis of the information made available to us in the course of the foregoing, in 
reliance on the foregoing and on certain documents reviewed by us and on the documents, letters 
certificates, instruments, records, opinions and the discussions and inquiries described above, 
and based on our understanding of applicable law, we advise you as a matter of fact and not 
opinion that, during the course of serving as disclosure counsel to the City in connection with the 
issuance of the Notes and without having undertaken to determine or verify independently, or 
assuming any responsibility for the accuracy, completeness or fairness of any of the statements 
contained in the Official Statement, no facts have come to the attention of the attorneys in our 
firm rendering legal services in connection with the issuance of the Notes that would cause us to 
believe that the Official Statement (excluding therefrom the financial statements, other financial, 
engineering, statistical, economic and demographic data, forecasts, charts, tables, graphs, 
numbers, any information regarding valuation, appraisals, estimates, projections, assumptions 
and expressions of opinion included in the Official Statement, information regarding The 
Depository Trust Company, Cede & Co. and its book-entry system, and Appendices B, C and D 
to the Official Statement as to all of which no opinion is expressed), as of the date thereof and 
hereof, contained or contains any untrue statement of a material fact or omitted or omits to state a 
material fact necessary in order to make the statements therein, in the light of the circumstances 
under which they were made, not misleading. 

This opinion is furnished by us as disclosure counsel and is solely for your benefit in 
connection with the transaction described herein. Our conclusions are limited to matters of 
federal securities laws and we assume no responsibility with respect to the applicability or effect 
of the laws of any other jurisdiction. No opinion is expressed herein with respect to the validity 
of the Notes, the tax treatment on the interest thereon or the compliance with, or applicability of, 
any "blue sky" laws of any state as they relate to the offer or sale of the Notes. No attorney
client relationship has existed or exists between our firm and the Underwriters in connection with 
the Notes or by virtue of this letter, and the giving of this letter shall not be construed to 
modify in any way the obligations of the Underwriters with respect to the offer and sale of the 
Notes under the federal securities laws or the laws of any state in which the Notes may be 
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offered or sold. This opinion may not be relied upon for any other purpose, or disclosed to or 
relied upon by the owners of the Notes or by any other person, firm or corporation for any 
purpose without our prior written consent, except that this opinion may be included in the 
closing transcript relating to the Notes. 

During the period from the date of the Official Statement to the date of this opinion, 
except for our review of the transcript of proceedings relating to the issuance of the Notes 
and the certificates and opinions regarding the Notes and the Official Statement delivered on the 
date hereof~ we have not undertaken any procedures or taken any actions which were 
intended or likely to elicit information concerning the accuracy, completeness or fairness of any 
of the statements contained in the Official Statement 

This opinion is rendered solely in connection with the transaction described herein, and is 
based upon our understanding of the facts and applicable law as of the date hereof. Such 
facts and applicable law are subject to change. Our engagement with respect to this matter 
terminates upon the delivery of this opinion to you at the time of the closing relating to the 
Notes, and we have no obligation to update this opinion. 

Sincerely yours, 
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EXHIBITD 

FORM OF OPINION OF 
THE CITY ATTORNEY OF THE CITY OF LOS ANGELES 

[Closing Date] 

Stifel, NicoJaus & Company, Incorporated, 
As Representative 

Los Angeles, California 

Re: City of Los Angeles, California 
2015 Tax and Revenue Anticipation Notes 

Ladies and Gentlemen: 

We are counsel to the City of Los Angeles (the "City") in connection with the issuance of 
the 2015 Tax and Revenue Anticipation Notes (the "Notes") of the City of Los Angeles (the 
"City") in the aggregate principal amount of $[PAR AMOUNT] and the sale of the Notes to the 
Underwriters thereof. The Notes have been authorized pursuant to the Charter of the City of Los 
Angeles (the "Charter"), Article 7 .6 (commencing with Section 53 850) of Chapter 4 of Part 1 of 
Division 2 of Title 5 of the Government Code of the State of California and a resolution adopted 
by the City Council of the City of Los Angeles (the "City Council") on June_, 2015 (the "Note 
Resolution"). 

We have e)(amined certified copies of proceedings for the issuance of the Notes, 
including (i) the Charter, (ii) the Note Resolution, (iii) the Note Purchase Contract, dated 
June_, 2015 (the "Note Purchase Contract"), by and between the City and Stifel, Nicolaus & 
Company, Incorporated, on behalf of itself and as representative of the underwriters named 
therein (collectively, the "Underwriters") relating to the Notes, and (iv) such other records, 
documents, certificates, opinions, and other matters as are in our judgment necessary or 
appropriate to enable us to render the opinions expressed herein. As to relevant factual matters, 
we have relied upon, among other things, the City ' s factual representations contained in the Note 
Resolution, Note Purchase Contract and the Official Statement. Capitalized terms not 
otherwise defined herein shall have the meaning set forth therefor in the Note Purchase 
Contract. 

We have assumed the genuineness of all signatures, the authenticity of all documents 
submitted to us as originals and the conformity with originals of all documents submitted to us as 
copies. To the extent the City's obligations depend on the enforceability of the Note Purchase 
Contract against the other parties thereto, we have assumed that the Note Purchase Contract is 
enforceable against such other parties. 

From such examination, on the basis of our reliance upon the assumptions in this opinion 
and our consideration of those questions of law we considered relevant, and subject to the 
limitations and qualifications in this opinion, we are of the opinion that: 
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1. The City is duly created and existing under the Charter and the laws of 
the State of California. 

2. The Note Purchase Contract has been duly authorized by the City Council, 
and duly executed and delivered by the City and constitutes the legally valid and binding 
obligation of the City enforceable against the City in accordance with its terms, subject to 
bankruptcy, insolvency, reorganization, moratorium, fraudulent conveyance and other 
laws relating to or affecting creditors' rights generally, to general principles of equity, to 
the exercise of judicial discretion in appropriate cases, and to the limitations on legal 
remedies against municipal corporations in the State of California. 

3. The Note Resolution has been duly adopted by the City Cowicil, and 
constitutes the legally valid and binding obligation of the City enforceable against the 
City in accordance with its terms, subject to bankruptcy, insolvency, reorganization, 
moratorium, fraudulent conveyance and other laws relating to or affecting creditors' 
rights generally, to general principles of equity, to the exercise of judicial discretion in 
appropriate cases, and to the limitations on legal remedies against municipal corporations 
in the State of California. 

4. The Official Statement has been duly authorized by the City Council and 
duly executed by the City, and the City Council has duly authorized the delivery and 
distribution of the Official Statement by the Undenvriters in connection with the public 
offering of the Notes. 

5. The adoption by the City Council of the Note Resolution and execution 
and delivery by the City of the Note Purchase Contract, do not conflict with or constitute 
a breach of or default under any California constitutional provision, law, administrative 
regulation, judgment or court decree that we have, in the exercise of customary 
professional diligence, recognized as applicable to the City and the transactions 
contemplated by the Note Purchase Contract, or, to our knowledge, any loan agreement, 
indenture, bond, note, resolution, agreement or other instrument to which the City is a 
party, with respect to which such conflict, breach or default would materially adversely 
affect the ability of the City to pay the principal and interest on the Notes. If any such 
loan agreement, indenture, bond, note, resolution, agreement or other instrument is 
governed by the laws of a jurisdiction other than California, we have assumed that such 
loan agreement, indenture, bond, note, resolution, agreement or other instrument is 
governed by the laws of the State of California. We express no opinion as to the effect of 
the City's performance of its obligations under the .Note Purchase Contract on the City's 
compliance with financial covenants in such other loan agreements, indentures, bonds, 
notes, resolutions, agreements or other instruments. 

6. Except as otherwise set forth in the Official Statement, there is no action, 
suit or proceeding, at law or in equity, before or by any court, pending (service of process 
against the City having been made) which (a) in any way questions the corporate 
existence of the City or the titles of the officers executing the Notes or the Note Purchase 
Contract to their respective offices, (b) seeks to restrain or enjoin the issuance or delivery 
of any of the Notes, ( c) in any way contests the validity of the Notes, the Note Resolution 
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or the Note Purchase Contract, (d) contests the power of the City to issue the Notes, or 
( e) contests the completeness or accuracy of the Official Statement or asserts that the 
Official Statement contained any untrue statement of a material fact or omitted to 
state any material fact necessary to make the statement therein, in light of the 
circumstances under which they were made, not misleading. 

The matters set forth in paragraphs 5 and 6 are factual confinnations and not legal 
opinions. For purposes of the matters set forth in paragraph 5, we have assumed that the City 
will not in the future take any discretionary action (including a decision not to act) pennitted by 
the Note Purchase Contract that would cause the adoption by the City Council of the Note 
Resolution or the execution and delivery by the City of the Note Purchase Contract to violate any 
California or Los Angeles constitutional provision, law or administrative regulation or constitute 
a violation or breach of or default under any judgment, court decree, loan agreement, indenture, 
bond, note, resolution, agreement or other instrument to which the City is subject or by which it 
is bound, or require an approval, consent or authorization to be obtained from a California or 
Los Angeles governmental authority. 

We express no opinion with respect to any indemnification, contribution, penalty, choice 
of law, choice of forum, choice of venue, severability or waiver provisions contained in the Note 
Purchase Contract. 

We express no opinion as to any provision requiring written amendments or waivers 
insofar as it suggests that oral or other modifications, amendments or waivers could not be 
effectively agreed upon by the parties or that the doctrine of promissory estoppel might not 
apply. 

A court may refuse to enforce a provision of the Note Purchase Contract if it deems that 
such provision is in violation of public policy. No opinion is being rendered as to the availability 
of any particular remedy. 

The law covered by this opinion is limited to the present law of the State of California. 
We express no opinion as to the laws of any other jurisdiction. 

The opinions expressed are matters of professional judgment and are not a guarantee of 
result. 

This opinion may be relied on by you only in connection with the issuance of the Notes. 
It may not be used or relied upon for any other purpose or by any other person, nor may copies 
be delivered to any other person, without in each instance our prior written consent; provided 
however that it may be included in the transcript ofrecord of proceedings relating to the issuance 
of the Notes. This opinion is expressly limited to the matters set forth above, and we render no 
opinion, whether by implication or otherwise, as to any other matters. This letter speaks on1y as 
of the date hereof and we assume no obligation to update or supplement this opinion to reflect 
any facts or circumstances that arise after the date of this opinion and come to our attention, or 
any future changes in laws. 
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This opinion is given in an official capacity and not personally and no personal liability 
shall derive therefrom. 

207424560v.3 83500/98285 

Respectfully submitted, 

MICHAEl. N. FEUER 
CITY ATTORNEY 

By: --- --- - - - - - --- - - - -
Assistant City Attorney 

D-4 



Attachment C 
Preliminary Official Statement 



PRELIMINARY OFFICIAL STATEMENT DATED JUNE_, 2015 

NEW ISSUE - FULL BOOK-ENTRY ONLY 

NRFDRAFTOF 
05/14/15 

RATINGS; 
Moody's: "_" 

S&P:" '' 
See "RA TINGS" herein 

In th11 opinion ef Kwak Rock LLP, Special Ta.~ Counsel, based on e:dsting laws, regulations, rulings andjudit:ial decisioru and assuming compliance with 
certain cove1ia11t.s in Ille Resolurlon and other documents pertaining to the Notes and requireme11/s qf the Internal Revem1e Code cf 1986, as ammded (the "Code"), u.s 
described herein, fn tere.st on the Notes is excluded from gross income for federal income rm purpnses. In the farther opinion of Special Tax Counsel, interest on the 
Notes is not a specific preference item for purposes of the federal alternative minimum rax. flltertst on the Notes, however, is included in atffusted current earning$ in 
the calculation of federal corporate alternative minimum taxable income and may therefore qfftct a corporation's alternative minimum tax liability. Jn the farther 
opinion of Special Tax. Counsel, interest on the Notes is exempc from per9onal income taxes imposed by the State of California. See "TAX STATUS OF INTEREST ON 
THE NOTES" herein. 

Dalcd; Date of Delivery 

$[Par Amountr 
CITY OF LOS ANGELES, CALIFORNIA 

2015 TAX AND REVENUE ANTICIPATION NOTES 

Interest Rate 
% 

Yield 
% 

CUSIP Number 

Due; Ju11e _, 2016 

This cover contains lllfornwJion fur gmeral refl!rmce only. It is nOI a summary of this Issue. Jnvato1t1 must read the entire Official Statement to oht4111 
information es~tntia/ to making an informed investment decision. 

The City <>f Los Angeles, California 2015 Tax and Revenue Anticipation Notes (the uNotes") described herein will be issued in the aggregate principal 
amount of $[Par Amount]'. In accordance with California law, the Notes 1;tJe general obligations of !he City of Los Angeles, California (the "City") payable from the 
taxes, income, revenue, cash receipts and other moneys oflhe City received for the General Fund of the City during or attributable to the Fiscal Year 2015-16 and which 
are available for the pa)1nent of CUJTent expenses and other obligations of the City, but excluding mon~ys encumbered for a special purpose (lhe "Unrestricted 
Moneys"). The Cir:y has established a special fund, designated the "'Tax and Revenue Anticipation Notes, ~bt Service Fund" (the "Debt Service Fund"), and has agreed 
to set aside for the repayment of the Notes and any additional not.es issued pursuant to the Resolution. from the Unrestricted Moneys received by the City during the 
Fiscal Year 2015-16 [(n) not later than January __, 2016, an 21.mount equal to 20% of the total principal and interest due on all of the Notes, (b) not later than 
Pebru:ll)' _, 2016, an amount oqual to 20% of the rota! principal and interest due on all <>fthe Notes, (c)not later tltan March_, 2016, an amount equal to 20% of the 
total principal and inlere~t due on all of the Notes, (d) not later than April_, 2016, an amount equal to 20% of the total principal and interest due on all of the Notes, 
and (e) not later than May_, 2016, an amount equal to 20% of the total principal and interest due on all of the Notes.) IfUtere ore insufficient Unrestricted Moneys 
received by the City to pecmit the deposit into the Debt Service Fund of the full amount required to be deposited by the applicable set-aside date as set forth in the 
Resolution, the amount of the deficiency shall be satisfied and made up from the first Unrestricted Moneys of the Cit)· in the month next following said date. The 
amounts so set aside in the Debt Service Fund (the "Pledged Moneys") are pledged to and shall be applied only to pay principal of, and interest on, the Notes as lhey 
mature. 

To th~ extent that the Pledged Moneys nrc insufficient to repay the Notes in full nt their maturity, the Notes will be paid !Tom any other Unrestricted M<>neys 
legally available for their pa}ment. See "SECURITY FOR THc NOTES" herein. The City is 1Wthoriz.ed to issue additional notes on a parity with lhe Notes. Sec "'J'HE 
NOTF.S--Additional Notes" herein. The Note:; arc not subject to redemption prior to maturity. 

Th~ Notes will be delivered in fully registered form without coupons. Purchasers of the Notes will not receive physical certificates representing their interest 
in the N<>tes. The Notes will be registered in the name of Cede & Co., as nominee of The Depository Trust Company, New York, New York ("DTC"). OTC will act us 
securities depository of the Notes. Individual pu rchases of the Notes will be made in book-entry fonn only, in denominations of$5,000 and integral multiples thereof. 
Principal of and interest on the Notes will be payable at maturity by the City Treasurer, acting as Paying Agent (thtl "Paying Agent"), by wire tran~for to OTC. DTC is 
expected to remit such principal and interest payments lo its Direct Participants which in tum will remit such principal o.nd interest to the Indirect Participants or the 
Beneficial Owners of Ille Notes, as described herein. See "THE NOTE.S-Book-Entry Only System" herein. 

The Notes are offered when, as and If issued, subject to the final legal opinion of Squi1'e Patton Bo~ (US) LLP, Los Angeles, Califor11ia, Note Counsel 10 
tire Ciry, and Kwak Rock LLP, Denver, Colorado, Special Ta..t Counsel, and certain other conditions. Certain legal matters will be passed upon/or the City by Norton 
Rose Fulbright US LLP, Los Angell!s, California, Disclosure Counsel to the Cily, and by Michael N. Feuer, City Attorney, and for the Underwrirers by their counsel. 
Sidley Ausrin LLP. Ir is anticipated thar /.he Notes wit/ be amilahle for delil'U)I through the boowntry facilities of DTC on or aboUl July 9. 201 .5. 

Stifel J.P. Morgan 

Ramirez & Co., Inc. 
Dated: June_, 2015 

• Preliminary, subject to change. 
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No dealer, broker, salesperson or other person has been authorized by the City to give any 
infonnation or to make any representations other than those contained herein, and if given or made, such 
other information or representations must not be relied upon as having been authorized by the City. This 
Official Statement does not constitute an offer to sell or the solicitation of an offer to buy nor shall there 
be any sale of the Notes by a person in any jurisdiction in which it is unlawful for such person to make an 
offer, solicitation or sale. This Official Statement is not to be construed as a contract with the purchasers 
of the Notes. 

The Underwriters have provided the following sentence for inclusion in this Official Statement. 
The Underwriters have reviewed the infonnation in this Official Statement in accordance with, and as a 
part of, their responsibilities to investors under the federal securities laws as applied to the facts and 
circumstances of this transaction, but the Underwriters do not guarantee the accuracy or completeness of 
such information. 

The information set forth herein has been obtained by the City from sources which are believed to 
be reliable. The information in the section ''THE NOTES - Book-Entry Only System" and in 
APPENDIX D - "DTC AND THE BOOK-ENTRY ONLY SYSTEM" herein has been furnished by The 
Depository Trust Company and no representation has been made by the City, the Underwriters or the 
Financial Advisors as to the accuracy or completeness of such information. The information and 
expressions of opinions herein are subject to change without notice and neither delivery of this Official 
Statement nor any sale made hereunder shall, under any circumstances, create any implication that there 
has been no change in the affairs of the City since the date thereof This Official Statement is submitted 
with respect to the sale of the Notes referred to herein and may not be reproduced or used, in whole or in 
part, for any other purpose, unless authorized in writing by the City. All summaries of documents and 
laws are made subject to the provisions thereof and do not purport to be complete statements of any or all 
such provisions. 

The CUSIP number herein is provided by Standard & Poor's CUSIP Service Bureau and is for 
convenience of reference only. Neither the City nor the Underwriters assume any responsibility for the 
accuracy of such number. CUSIP® is a registered trademark of the American Bankers Association. 
Copyright © 2012 Standard & Poor's, a Division of The McGraw-Hill Companies, Inc. All rights 
reserved. 

IN CONNECTION WITH nns OFFERJNG, THE UNDERWRJTERS MA y OVERALLOT 
OR EFFECT TRANSACTIONS THAT STABILIZE OR MAINTAfN THE MARKET PRICE OF THE 
NOTES AT LEVELS ABOVE THOSE WHICH MIGHT OTHERWISE PREVAIL IN THE OPEN 
MARKET. SUCH STABILIZING, lF COM1\1ENCED, MAY BE DISCONTINUED AT ANY TIME. 

This Officia1 Statement, including any supplement or amendment hereto, is intended to be 
deposited with the Municipal Securities Rulemaking Board through the Electronic Municipal Marketplace 
Access website. A wide variety of other information, including financial information, concerning the 
City, is available from publications and websites of the City, the County of Los Angeles and others. No 
such information is a part of or incorporated into this Official Statement, except as expressly noted herein. 
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FORWARD-LOOKING STATEMENTS 

Certain statements included or incorporated by reference in the following infonnation constitute 
"forward-looking statements.'' Such forward-looking statements include, but are not limited to, statements 
contained in "CITY OF LOS ANGELES GENERAL FUND CASH FLOW FISCAL YEAR 2015-16 
(Projections)." Such statements are generally identifiable by the terminology used such as "plan," 
«expect," "estimate," "budget" or other similar words. The achievement of certain results or other 
expectations contained in such forward-looking statements involve known and unknown risks, 
uncertainties and other factors which may cause actual results, performance or achievements to be 
materially different from the results, performance or achievements expressed or implied by such forward
looking statements. No assurance is given that actual results will meet City forecasts in any way, 
regardless of the level of optimism communicated in the information. The Ctty has no plans to issue any 
updates or revisions to those forward-looking statements if or when its expectations, or events, conditions 
or circwnstances on which such statements are based, occur or change. 
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$[Par Amount]* 
CITY OF LOS ANGELES, CALIFORNIA 

2015 TAX AND REVENUE ANTICIPATION NOTES 

INTRODUCTION 

This introduction is not a summary of this Official Statement. It is only a brief description of and 
guide to, and is qualified by, more complete and detailed information contained in the entire Official 
Statement, including the cover page and appendices hereto, and the documents described herein. All 
statements contained in this introduction are qualified in their entirety by reference to the entire Official 
Statement. References to, and summaries of, provisions of the Constitution and laws of the State of 
California and any documents referred to herein do not purport to be complete and such references are 
qualified in their entirety by reference to the complete provisions. All capitalized terms used in this 
Official Statement and not otherwise defined herein have the · meanings set forth in the Resolution (as 
hereinafter defined). 

The City of Los Angeles (the "City") is issuing $[Par Amount]' in aggregate principal amount of 
its $[Par Amount] City of Los Angeles, California 2015 Tax and Revenue Anticipation Notes (the 
"Notes"). The Notes are issued under the authority of Article 7.6, Chapter 4, Part I, Division 2, Title 5 
(commencing with Section 53850) of the California Government Code (the "Act") and a resolution (the 
"Resolution") adopted by the Council of the City (the "City Council") on June __J 2015. 

As provided in the Act, the Notes are general obligations of the City payable only from the taxes, 
income, revenue, cash receipts and other moneys of the City received for the General Fund of the City 
during or attributable to the Fiscal Year 2015-16 and which are available for the payment of current 
expenses and other obligations of the City, but excluding moneys encumbered for a special purpose (the 
"Unrestricted Moneys"). See "SECURITY FOR THE NOTES" herein. 

The proceeds of the Notes will be used to provide effective cash flow management for revenues 
and expenditures of the City's General Fund for the Fiscal Ye.ar 2015-16 and t.o prepay the City's Fiscal 
Year 2015-16 pension obligations to the Fire and Police Pension Plan and the Los Angeles City 
Employees' Retirement System. 

This Official Statement contains brief descriptions of, among other things, the Notes, the 
Resolution and the City. References to the Notes are qualified in their entirety by references to the form 
of Note included in the Resolution. Information regarding the City, including certain financial 
infonnation, is set forth in APPENDIX A - "CITY OF LOS ANGELES INFORMATION 
STATEMENT'' attached hereto. Investors are advised to carefully consider the information presented in 
Appendix A hereto and elsewhere in this Official Statement, to make an informed investment decision. 

• Preliminary, subject to change. 
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THE NOTES 

General 

The City will issue the Notes on or about July 10, 20 l 5 in the aggregate principal amount of 
$[Par Amount]*. The City has covenanted in the Resolution to make an appropriation from the General 
Fund of the City not later than tbe date of sale of the Notes in an amount sufficient to pay debt service on 
the Notes. The Notes will be issued in registered fonn without coupons in denominations of $5,000 and 
integral multiples thereof. Interest on the Notes will be computed on the basis of a 360-day year 
consisting of twelve 30 day months and will be payable solely on the respective maturity date thereof. 
The Notes mature on the date set forth on the cover of this Official Statement. 

The Notes will be initially registered in the name of Cede & Co., as registered owner and 
nominee of The Depository Trust Company, New York, New York ("OTC"). with the interest rate or 
rates shown on the cover page of this Official Statement. The principal of and interest on the Notes will 
be payable on their respective maturity dates by the City Treasurer, acting as Paying Agent (the "Paying 
Agent"), to OTC. DTC in turn is expected to remit such principal and interest to its Direct Participants 
(as defined in Appendix D hereto), which in tum will remit such principal and interest to the Indirect 
Participants (as defined in Appendix D hereto) or to the Beneficial Owners (as defined below) of the 
Notes. See" - Book-Entry Only System" below and APPENDIX D- "DIC AND THE BOOK-ENTRY 
ONLY SYSTEM" herein. 

The Notes are not subject to redemption prior to their respective maturity dates. 

Additional Notes 

Pursuant to the Resolution, the City Council is permitted, by adoption of a resolution during the 
Fiscal Year 2015-16, to issue additional tax. and revenue anticipation notes of the City pursuant to the Act 
in an amount in addition to the $1,450,000,000 authorized under the Resolution. The additional notes, if 
and when issued by the City, and the interest payable thereon, shall be payable from the uncollected taxes, 
incoming revenue (including but not limited to revenue from the State of California and the federal 
government), cash receipts and other moneys of the City for the General Fund attributable to Fiscal Year 
2015-16 and available for the payment of such notes and the interest thereon on the same basis as the 
Notes and the interest thereon, including, without limitation, any and all amounts deposited in the Debt 
Service Fund pursuant to the Resolution, and on a parity with the Notes hereby issued, in all respects. 
The issuance of such additional notes shall be subject to the receipt of confirmation from each of 
Moody's Investors Service Inc. and Standard & Poor's Ratings Services (each, a "Rating Agency") (if 
such Rating Agency rated the Notes) that the issuance of the additional notes will not cause a reduction or 
withdrawal in such Rating Agency 's rating on the Notes. 

Book~Entry Only System 

DTC will act as securities depository for the Notes. The Notes will be issued as fuily registered 
securities registered in the name of Cede & Co. (DTC's partnership nominee) or such other name as may 
be requested by an author.ized representative of DIC. One or more fulJy registered certificates will be 
issued in the aggregate principal amount of the Notes and will be deposited with DTC. See 
APPENDIX D- "DTC AND THE BOOK-ENTRY ONLY SYSTEM" herein. 

• Preliminary, subject to change. 
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Purchases of Notes under the DTC system must be made by or through Direct Participants, which 
will receive a credit for the Notes on DTC's records. The ownership interest of each actual purchaser of 
each Note ("Beneficial Owner") is in turn to be recorded on the records of the Direct Participants and 
Indirect Participants. Beneficial Owners will not receive written confirmation from DTC of their 
purchase. Transfers of ownership interests in the Notes are to be accomplished by entries made on the 
books of Direct and Indirect Participants acting on behalf of Beneficial Owners. Beneficial Owners will 
not receive physical certificates representing their ownership interests in the Notes, except in the event 
that use of the book-entry system for the Notes is discontinued. To facilitate subsequent transfers, all 
Notes deposited by Direct Participants with OTC are registered in the name of DTC's partnership 
nominee, Cede & Co., or such other name as may be requested by an authorized representative of DTC. 

Principal and interest payments on the Notes will be made to Cede & Co., or such other nominee 
as may be requested by an authorized representative of DTC. Making required payments to Cede & Co. 
(or such other nominee as may be requested by an authorized representative of DTC) is the responsibility 
of the City or the Paying Agent, disbursement of such payments to Direct Participants will be the 
responsibility of OTC, and disbursement of such payments to the Beneficial Owners will be the 
responsibility of Direct and Indirect Participants. 

DTC may discontinue providing its services as depository with respect to the Notes at any time 
by giving reasonable notice to the City or the Paying Agent Under such circumstances, in the event that 
a successor depository is not obtained, Note certificates are required to be printed and delivered. The City 
may decide to discontinue use of the system of book-entry transfers through DTC (or a successor 
securities depository). In that event, Note certificates will be printed and delivered. See APPENDIX D
"DTC AND THE BOOK-ENTRY ONLY SYSTEM" herein. 

NETI'HER THE CITY NOR THE PAYING AGENT WILL HAVE ANY RESPONSIBILITY OR 
OBLIGATION TO DIRECT PARTICIPANTS, TO INDIRECT PARTICJP ANTS OR TO ANY BENEFICIAL 
OWNER WITH RESPECT TO (i) THE ACCURACY OF ANY RECORDS MAINTAINED BY DTC, ANY 
DIRECT PARTICIPANT OR ANY INDIRECT PARTICIPANT,· (ii) THE PAYMENT BY DTC OR ANY 
DIRECT PARTICTPANT OR INDIRECT PARTICIPANT OF ANY AMOUNT WITH RESPECT TO THE 
PRINCIPAL OF OR INTEREST DUE ON THE NOTES; OR (iii) ANY CONSENT GIVEN OR OTHER 
ACTION TAKEN BY DIRECT PARTICIPANTS, AS ASSIGNEES OF DTC AS OWNER OF THE NOTES. 
THE RULES APPLICABLE TO DTC ARE ON FILE WITH THE SECURITIES AND EXCHANGE 
COMMISSION, AND THE PROCEDURES OF DTC TO BE FOLLOWED IN DEALING WITH DIRECT 
PARTICIPANTS AND INDIRECT PARTICIPANTS ARE ON FILE WITH DTC. 

SECURITY FOR THE NOTES 

As provided in the Act, the Notes are general obligations of the City payable from Unrestricted 
Moneys. The proceeds of the sale of the Notes shall be deposited in the City's "Tax and Revenue 
Anticipation Notes, Note Proceeds Fund" (the "Note Proceeds Fund") established pursuant to an 
Ordinance adopted by the City Council under Section 5.167.1 of the Los Angeles Administrative Code 
(the "Ordinance") and used and expended by the City for any purpose for which the City is authorized to 
expend funds from its General Fund, including, but not limited to, current expenses, capital expenditures, 
investment and reinvestmen~ and the discharge of any obligation or indebtedness of the City. 

The City has also established pursuant to the Ordinance a special fund designated the "Tax and 
Revenue Anticipation Notes, Debt Service Fund" (the "Debt Service Fund") which shall be held by the 
City among its City Treasury funds and accounts and separately accounted for by the City. All amounts 
in the Debt Service Fund shall be held in trust for the benefit of the holders of the Notes and any 
additional notes issued pursuant to the Resolution, and until such Notes and any additional notes and all 
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interest thereon are paid or until provision has been made for the payment of such Notes and any 
additional notes at matw·ity with interest to maturity, the moneys in the Debt Service Fund are pledged, 
and shall be applied only, to pay the principal of and interest on such Notes and any additional notes at 
the maturity date thereof. 

As security for the payment of principal of and interest on the Notes and any additional notes 
issued pursuant to the Resolution, the City has agreed pursuant to the Resolution to deposit in the Debt 
Service Fund as the Pledged Moneys the following amounts, to be applied to pay principal of, and interest 
on, the Notes at maturity, from the Unrestricted Moneys received by the City during the Fiscal Year 
2015-16 by the following dates and in the following amounts (each such payment is referred to as a "Set
Aside Payment" ): [ (a) not later than January _, 2016, an amount equal to 20% of the total principal and 
interest due on all of the Notes, (b) not later than February_, 2016, an amount equal to 20% of the total 
principal and interest due on all of the Notes, (c) not later than March _, 2016, an amount equal to 20% 
of the total principal and interest due on all of the Notes, ( d) not later than April _, 2016, an amount 
equal to 20% of the total principal and interest due on all of the Notes, and (e) not later than May_, 
2016, an amount equal t.o 20% of the total principal and interest due on all of the Notes.] If there are 
insufficient Unrestricted Moneys received by the City to permit the deposit into the Debt Service Fund of 
the full amount required to be deposited by the applicable set-aside date as set forth in the Resolution, the 
amount of the deficiency shall be satisfied and made up from the first Unrestricted Moneys of the City in 
the month next following said date. The amounts so set aside from time to time in the Debt Service Fund 
are pledged to and shall be applied only to pay principal of, and interest on, the Notes as such Notes 
mature. Pursuant to the Resolution, the principal of the Notes and the interest thereon shall be payable 
from a11 Unrestricted Moneys of the City lawfully available therefor, including Pledged Moneys set aside 
in the Debt Service Fund and pledged to the Notes in accordance with the Resolution. 

The City covenants and agrees in the Resolution that, not later than the date of sale of the Notes, 
there shall have been appropriated from the Gene rat Fund of the City from the funds of Fiscal Year 2015-
16 a sum sufficient to pay the principal of and interest on the Notes due and payable in such Fiscal Year. 
Appropriate officials of the City shall do and perfonn each and every act that is necessary to collect and 
apply, and to provide for the collection and application of a sum sufficient to pay the principal of and 
interest on the Notes on their respective maturity dates. 

The principal of the Notes and any additional notes and the interest thereon shall constitute a first 
lien and charge against, and shall be payable from the Pledged Moneys, and, to the extent not so paid, 
shall be paid from any other moneys of the City lawfully available therefor (all as provided in 
Sections 53856 and 53857 of the Act). 

The Unrestricted Moneys consist of the moneys deposited to the General Fund of the City which 
are available for the funding of all City budget items. No restriction is made in the Resolution on the 
ability of the City to expend the Unrestricted Moneys on other City operations or activities. The payment 
of the Notes by the City will be made on the same basis as other general obligations of the City. 

The amount needed to repay the Notes on _ _ , 2015 is$ . The City expects to 
receive an estimated$ _ _ billion in unrestricted revenues on a cash basis, including proceeds from the 
sale of the Notes, and excluding carry-over balances, in Fiscal Year 2015-16. 

THE NOTES SHALL NOT lN ANY WAY BE CONSTRUED TO BE A DEBT OF THE CITY 
OR THE STATE OF CALIFORNIA, OR ANY POLITICAL SUBDIVISION THEREOF, IN 
CONTRAVENTION OF ANY APPLICABLE CONSTJTUTIONAL OR STATUTORY LIMITATION 
OR REQUIREMENT CONCERNING THE CREATION OF INDEBTEDNESS BY THE CITY, THE 
STATE OF CALIFORNIA, OR ANY POLITICAL SUBDIVISION THEREOF, NOR WILL 
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ANYTHING CONTAINED lN THE RESOLUTrON CONSTITUTE, EXCEPT AS EXPRESSLY SET 
FORTH TIIBREIN, A PLEDGE OF GENERAL REVENUES, FUNDS OR MONEYS OF THE CITY. 
THE OBLIGATION OF THE CITY TO PAY PRINCIPAL AND TNTEREST WITH RESPECT TO Tiffi 
NOTES IS NOT AN OBLlGATION OF THE CITY FOR WHICH THE CITY IS OBLIGATED TO 
LEVY OR PLEDGE AN Y TAX OR FOR WHICH THE CITY HAS LEVIED OR PLEDGED ANY 
TAX. 

THE GENERAL FUND 

General Fund Cash Flows 

The City has issued tax and revenue anticipation notes for cash flow purposes since 1996, see 
APPENDIX A- "CITY OF LOS ANGELES INFORMATION STATEMENT-BONDED AND 
OTHER INDEBTEDNESS-Cash-flow Borrowings" herein. 

The Reserve Fund is a fund of the City into which surplus moneys of the General Fund are 
deposited (the "Reserve Fund") and from which the City Council may authorize expenditures. ln addition 
to the above-referenced borrowings, the City has relied on internal cash resources to manage timing 
differences between the receipt of revenue and the expenditure of general funds. From time to time, the 
City has borrowed from its Reserve Fund or from special funds of the City e'Special Funds") to meet 
expenditure requirements.For additiona1 information regarding the City's Reserve Fund, see 
APPENDIXA- "CITY OF LOS ANGELES INFORMATION STATE:MENT-BUDGET AND 
FINANCIAL OPERATIONS-Budgetary Reserves and Contingencies" herein. The City Charter permits 
the City Controller to borrow from the Reserve Fund on a temporary basis in addition to making the 
budgeted transfers of revenue from the Reserve Fund to the General Fund. Where the City Controller 
determines that internal cash resources are required to manage timing differences between planned 
General Fund receipts and disbursements, funds can be borrowed from the Reserve Fund without City 
Council action. Where the City Controller determines that transfers of revenue from the Reserve Fund to 

the General Fund are required to address shortfalls in planned receipts or deficits in planned 
disbursements, funds can be disbursed from the Reserve Fund only upon supplemental appropriation by 
the City Council. 

Borrowing from Special Funds is authorized by the City Charter up to the last Monday in April 
within the current fiscal year and must be repaid from ad valorem taxes accruing to the City before any 
other obligation of the City (including any Set-Aside Payment) is met from such taxes. Borrowings from 
the Special Funds must be authorized and directed by the City Council. The first four dates for Set-Aside 
Payments of Pledged Moneys occur before the last Monday in April and therefore borrowings from 
Special Funds (upon authorization and direction by City Council action) could be available to make up 
any deficiency in such Set-Aside Payments. The Set-Aside Payment due May_, 2016 occurs after the 
last Monday in April and no borrowing from Special Funds will be available to make up any deficiency. 

The actual amount available to be borrowed at any given time will depend on a variety of factors, 
including the actual revenues and expenditures attributable to such Special Funds over the course of the 
fiscal year, and any prior borrowings from such Special Funds. The Special Funds which are eligible for 
borrowing with City Council action are projected to range in available amount from a low of 
approximately $_million to a high of approximately $_million during Fiscal Year 2015-16. See 
"Available/Borrowable Resources" in the City's General Fund Cash Flow Fiscal Year 2015-16 
Projections set forth herein. As of June 30, 2015, the amount eligible for borrowing in the City's Reserve 
Fund is projected to be approximately $ _ _ million. The City currently anticipates that sufficient 
Unrestricted Moneys will be available to make Set-Aside Payments during Fiscal Year 2015-16. If 
sufficient Unrestricted Moneys are not available to make a Set-Aside Payment, the amount of the 
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deficiency shall be satisfied and made up from the first Unrestricted Moneys of the City in the month next 
following said date. Jn addition, the City could: (i) borrow from the Reserve Fund; (ii) borrow from 
Special Funds as authorized and dire<:ted by the City Council (but not with respect to any Set-Aside 
Payment date that occurs after the last Monday in April); (iii) make budget adjustments through City 
Council action; and/or (iv) disencumber General Fund cash initially al1ocated to other uses. 

The City,s Fiscal Year 2015-16 Adopted Budget, which includes the General Fund and most 
Special Funds, totals$_ billion, which is a$_ million(._%) increase from the Fiscal Year 2014-15 
Adopted Budget. General Fund revenues for Fiscal Year 2015-16 are budgeted at $_ billion, a net 
increase of$ __ million(._%) from the Fiscal Year 2014-15 Adopted Budget, and an increase of$_ 
million(__%) over estimated actual revenues for Fiscal Year 2014-15. It is possible that actual revenue 
receipts may be lower than the budgeted amounts or expenditures may be higher. See "RISK FACTORS 
- City's Fiscal Year 2015-16 Adopted Budget." 

The City's Fiscal Year 2015-16 Adopted Budget is based on a number of assumptions regarding 
both revenues and expenditures. Many factors have in the past and may in the future affect actual results, 
and the City can be expected to make such adjustments as necessary throughout the year to maintain a 
balanced budget, as required by the City Charter. See APPENDIX A- "CITY OF LOS ANGELES 
INFORMATION STATEMENT-BUDGET AND FTNANCIAL OPERATIONS-Fiscal Year 2015~16 
Adopted Budget" and "-MAJOR GENERAL FUND REVENUE SOURCES." 

Actual and Projected Gene1·al Fund Cash Flows 

Set forth below is a summary of the City's Fiscal Years 2013-14 and projected 2014-15 General 
Fund cash flows. The Fiscal Year 2015-16 Genera] Fund cash flow projections set forth below are based 
on the City's Adopted Budget for the Fiscal Year 2015-16, as supplemented by anticipated future Council 
budget-balancing actions, and on the May Revision to the State budget for Fiscal Year 2015-16. See 
APPENDIX A- "CITY OF LOS ANGELES INFORMATION STATEMENT-BUDGET AND 
FINANCIAL OPERATIONS-Fiscal Year 2015-16 Adopted Budget" and "-Impact of State of 
California Budget." The City accounts for its cash receipts and expenditures based on pay periods. The 
period end dates shown in the following tables are the date of the final payroll period for each month. 

The projected Fiscal Year 2015-16 cash flows, as prepared by the. City Controller based on the 
City's Fiscal Year 2015-16 Adopted Budget, reflect the best currently available estimates and judgments 
of the amount and timing of the City's revenues and expenditures and the expected fmancial condition of 
the City for Fiscal Year 2015-16. 

Neither the City's independent auditors, nor any other independent accountants, have compiled, 
examined or performed any procedures with respect to the projected Fiscal Year 2014-15 cash flows 
contained herein, nor have they expressed any opinion or any other form of assurance on such 
infonnation or its achievability, and assume no responsibility for, and disclaim any association with, the 
projected Fiscal Year 2015-16 cash flows. 

The assumptions and estimates underlying the projected cash flows are uncertain and, though 
considered reasonable by the management of the City as of the date hereof, are subject to a wide variety 
of significant business, economic and political risks and uncertainties that could cause actual results to 
differ materially from those contained in the projected cash flows. See APPENDIX A - "CITY OF LOS 
ANGELES INFORMATION STATEMENT-BUDGET AND FINANCIAL OPERATIONS." See also 
"SECURITY FOR THE NOTES- Risk factors Affecting General Ftmd Receipts" herein. Accordingly 
there can be no assurance that the projected results are indicative of the futw-e performance of the City or 
that actual results will not be materially higher or lower than those contained in the projected cash flows. 
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Inclusion of the projected cash flows in this Official Statement should not be regarded as a representation 
by any person that the results contained in the projected cash flows will be achieved. 
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PAYROLL PERIOD ENDU,.G 

BEGINNING CASH BALANCE 

l{£CEIPTS 

Property Taxes 
lJtility Users Tax 
Licenses, PerrnilS, Fees and Fines 
Sales Tax 
Business Tax 
Expenditure Transfers and Reimbursements 
Other Revenues 
Transfer from Proprietary Funds 

2013 TRANs l'roceed<; 

Total Receipts 

DISBt'RSEMENTS 

Salaries 
Allocations to Other Funds 
Services, P.quipmerit and Supplies 
Otllcr Disbursemcnls 

2013 IB.ANs Debt Service Fund 

Total Disb11rsemcots 

SURPLUS/DEFICIT 

ENDING CASH BALANCE 

Source: Office of the City Cont roller. 

48436316.5 

CITY OF LOS ANGELES 
GENERAL FUND CASH FLOW 

FISCAL YEAR 2013-14 
(Actuals Through June 30, 2014) 

(In Thousands) 

July 25 August22 September 19 October 31 November 28 December 26 January 23 February 20 March 20 Aprill7 May 29 June 30 
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PA YR.OLL PERIOD ENDING 

BEGINNING CASH BALANCE 

RECEIPTS 

Property Taxes 
Utility Users Ta.x 
Licenses, Pennil.s, fees und Fines 
Sales Tax 
Business Tax 
Expenditure Transfers and Reimbursements 
Other Revenues 
Transfer from Pr0prietary Funds 
2014 TRANs Proceeds 

Tot.al Receipts 

DISBURSEMENTS 

Salaries 
Allocations to Other Funds 
Services, Equipment and Supplies 
Olher Disbursements 

2014 TRANs Debt Service Fund 

Total Disbursements 

SlJRPLUS/DEFIClT 

ENDING CASH BALANCE 

Source: Office of the City Controller. 
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CITY OF LOS ANGELES 
GENERAL FUND CASH FLOW 

FISCAL YEAR 2014-15 
(Actuals Through May 28, 2015) 

(In Thousands) 

July 24 August 21 Septem her 18 October 30 November 27 December 2S J anuary 22 February 27 March 19 April 30 
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PA VROLL PERIOD El\"DJNG 

BEGINNING CASR BALANCE 

RECETPTS 

Property Taxes 

Utility lJsers Tax 
Licenses, Pennies, Fees and Fines 
Sales Tax 
Business TllX 
Expenditure Transfers and Ro:imhursemems 
Other Revenues 
Transfer from Proprietary Funds 

2015 'J'RANs Proceeds 

Total Receipts 

DISBURSEMENTS 
Salaries 
Allocations to Other Funds 
Servkes, Equipment and Supplies 
Other Disburscments11

' 

2015 TN.ANs D~bt Service Fun<l(2) 

Tot:ul Disbur.scmen~ 

SURPLUS/DEFT CIT 

ENDD'>IG CASH BALANCE 

AVAIIABL.£/BORROWABLE 
RESOVRCES 

Reserve l:'uod13
' 

Other Borrowable Funds'4' 

Total Borrowable Fllllds 

Julyll 

CITY OF LOS ANGELES 
GENERAL FUND CASH FLOW 

FISCAL YEAR201S-16 
(Projections) 

(lo Thousands) 

August 20 Scptembe.-17 October 29 November 26 Dc:cembc.-24 Jauuary 21 Febntary 111 March 18 A(lril29 

(I) Iricludcs the portion of the City's Fi~cal Year 2015-16 contribution to the cmpluyee pension and retirement systems payable from 2014 TRANs proceeds. 
<2> The final Set-Aside P~yment on May _ . 2016 occurs after City Charter restriction on borrowing from Special Funds. 
Cl> Amounts shown are net of allocations to the <;encral Fund and other budgeted disbun;emcnts and do not reflect the actual Reserve Fund balances throusnout the fiscal yettr. 
«>Requires City Council action to transfer funds. 

Source: Office of the City Controller. 
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INVESTMENTS 

Pursuant to the Resolution, moneys in the Note Proceeds Fund and the Debt Service Fund shall 
be invested in "The City of Los Angeles Pooled Investment Fund General Pool" (the "General Investment 
Pool"). Investment earnings on amounts held in the Note Proceeds Fund shall be held in and credited to 
the Note Proceeds Fund until June__,, 2016, and on and after such date, all amounts remaining in the 
Note Proceeds 'fund, if any, shall be credited and transferred to the Debt Service Fund and applied, as a 
credit against the amounts required to be deposited by the City in the Debt Service Fund pursuant to the 
Resolution, to the payment of principal of and interest as provided in the Resolution. Any moneys 
remaining in the Note Proceeds Fund after the Notes and the interest thereon have been fully paid, or 
provision for such payment has been made, including any investment earnings earned prior to June_, 
2016, but not credited to the Note Proceeds Fund until after June_, 2016, shall be released and 
transferred to the City for deposit into its General Fund. Investment earnings on the Debt Service Fund, if 
any, shall be credited to and retained in such fund unti1 the payment of the Notes at the final maturity date 
thereof. See "RISK FACTORS - Limitation on Remedies." 

The City's treasury operations are managed in compliance with the California Government Code 
and according to a statement of investment policy, which sets forth pennitted investment vehicles, 
liquidity parameters and maximum maturity of investments. The investment policy is reviewed and 
approved by the City Council on an annual basis. The City Treasurer does not invest in certain securities, 
including but not limited to structured and range notes, securities that could result in zero interest accrual 
if held to maturity, variable rate, floating rate or inverse floating rate investments and mortgage derived 
interest or principal only strips. The City believes that its General Investment Pool investments have not 
caused it to exceed any debt limitation or restriction imposed by the laws of the State. For further 
information concerning the investment policy of the City. See APPENDIX A - "ClTY OF LOS 
ANGELES IN FORMATION STATEMENT- BUDGET AND FINANCIAL OPERATIONS-City 
Treasury Investtnent Practices and Policies" attached hereto. 

RISK FACTORS 

The following factors, along with all other information in this Official Statement, must be 
considered by potential investors in evaluating the risks inherent in the purchase of the Notes. The 
following description is not intended to be an exhaustive list of the risks associated with the purchase of 
the Notes and the order of presentation below does not necessarily reflect the relative importance of the 
various risks. 

The City's Fiscal Year 2015-16 Budget 

In the Fiscal Year 2014-2015 Adopted Budget and the Fiscal Year 2015-16 Ado-pted Budget, the 
City budgeted (small increases) in revenues from certain sources. It is possible that actual revenue 
receipts may be lower than the budgeted amounts or expenditures may be higher. The City's Fiscal Year 
2015-16 Adopted Budget is based on a number of assumptions regarding both revenues and expenditures. 
Many factors have in the past and may in the future affect actual results, such as ------
The City may make adjustments throughout the year as necessary to maintain a balanced budget, as 
required by the City Charter. See APPENDIX A- "CITY OF LOS ANGELES INFORMATION 
STATEMENT- BUDGET AND FINANCIAL OPERATIONS-Fiscal Year 2015-16 Adopted Budget" 
and "-MAJOR GENERAL FUND REVENUE SOURCES" attached hereto. 
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State of California Budget 

A number of the City's sources of revenues are collected and subvened by the State of California 
(the "State") (such as sales taxes and motor-vehicle license fees) or allocated in accordance with State law 
(most importantly, property taxes). Approximately 40% fcoofirm] of the City's General Fund revenues 
are collected by the State or allocated by State law. During prior State fiscal crises, the State has often 
reallocated a portion of such revenues to assist in its own budget balancing. TI1e City cannot predict what 
impact any future reallocation of revenues by the State might have on the City' s finances. See 
APPENDIX A - "ClTY OF LOS ANGELES INFORMATION STATEMENT- MAJOR GENERAL 
FUND REVENUE SOURCES-Impact of State of California Budget'' attached hereto. 

The City has no plans to issue any updates or revisions to any forward-looking statements in this 
Official Statement, including statements regarding the City's budgets, if or when its expectations, or 
events, conditions or circumstances on which such statements are based occur or change. No assurance is 
given that actual results will meet City forecasts in any way. 

Limitations on Remedies 

The enforceability of the rights and remedies of the owners of the Notes, and the obligations 
incurred by the City, may become subject to the exercise by the United States of America of the powers 
delegated to it by the Constitution, or the reasonable and necessary exercise, in certain exceptional 
situations, of the police powers inherent in the sovereignty of the State and its governmental bodies in the 
interest of serving a significant and legitimate public purpose and the limitations on remedies against 
public agencies in the State. 

Bankruptcy 

The enforceability of the rights and remedies of the owners of the Notes, and the obligations 
incurred by the City, may become subject to the federal Bankruptcy Code and applicable bankruptcy, 
insolvency, reorganization, moratorium, or similar laws relating to or affecting the enforcement of 
creditors' rights generally, now or hereafter in effect, or equity principles which may limit the specific 
enforcement under State law of certain remedies. Bankruptcy proceedings, or the exercise of powers by 
the federal or State government, if initiated, could subject the owners of the Notes to judicial discretion 
and interpretation of their rights in bankruptcy or otherwise and consequently may entail risks of delay, 
limitation, or modification of their rights. 

On January 24, 1996, the United States Bankruptcy Court for the Central District of California 
held in the case of County of Orange v. Merrill Lynch & Co., inc., et al. that a State statute providing for a 
priority of distribution of property held in trust conflicted with, and was preempted by, federal bankruptcy 
law. In that case, the court addressed the priority of the disposition of moneys held in a county 
investment pool upon bankruptcy of the county, and held that a state statute purporting to create a priority 
S€X:ured lien on a po1tion of such monies was ineffective unless such funds could be traced. The court 
was not required to directly address the Stat.e statute that provides for the lien in favor of owners of tax 
and revenue anticipation notes. The City will be in possession of the taxes and other revenues that will be 
set aside and pledged to repay the Notes and these funds may be invested for a period of time in the 
General Investment Pool. See APPENDIX A - "CITY OF LOS ANGELES INFORMATION 
STATEMENT - FINANCIAL OPERATIONS - City Treasury Investment Practices and Policies" 
attached hereto. If the City were to file for bankruptcy and in connection therewith to petition for the 
adjustment of its debts under Chapter 9 of the federal bankruptcy code, if sufficient funds are not 
available to address all obligations, a court might hold that the owners of the Notes do not have a valid 
and/or prior lien on the Pledged Moneys where such amounts are deposited in the General lnvestment 
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Pool and may not provide the owners of the Notes with a priority interest in such amounts. In that 
circumstance, unless the owners could "trace" the funds from the Debt Service Fund that have been 
deposited in the General Investment Pool, the owners would be unsecured creditors of the City. There 
can be no assurance that the owners of Notes could successfully so ''trace" the Pledged Moneys and other 
revenues in the General Investment Pool. 

TAX STATUS OF INTEREST ON THE NOTES 

In General 

In tbe opinion of Kutak Rock LLP, Special Tax Counsel, under existing laws, regulations, rulings 
and judicial decisions, interest on the Notes is excluded from gross income for federal income tax 
purposes, is not a specific preference item for purposes of the federal alternative minimum tax and is 
exempt from current State of California personal income taxes. The opinions described in the preceding 
sentence assume compliance by the City with covenants made in connection with the issuance of the 
Notes designed to satisfy the requirements of the Internal Revenue Code of 1986, as amended (the 
"Code"), that must be met subsequent to the issuance of the Notes. Failure to comply with such 
covenants and requirements could cause interest on the Notes to be included in gross income for federal 
and State of California income tax purposes retroactive to the date of issuance of the Notes. The City has 
covenanted in the Ordinance, the Resolution and the Tax Compliance Certificate executed and delivered 
in connection with the issuance of the Notes to comply with such requirements. Special Tax Counsel has 
expressed no opinion regarding other federal or state tax consequences arising with respect to the Notes. 

The opinions expressed by Special Tax Counsel are made in reliance upon the opinion of Note 
Counsel that the Notes constitute legally valid and binding oblig~tions of the City and that the Notes are 
enforceable in accordance with their terms. 

A copy of the fonn of opinion of Special Tax Counsel is included in APPENDIX C hereto. 

Notwithstanding Special Tax Counsel's opinion that interest on the Notes is not a specific 
preference item for purposes of the federal alternative minimum tax, such interest will be included in 
adjusted current earnings of certain corporations, and such corporations are required to include in the 
calculation of alternative minimum taxable income 75% of the excess of such corporation's adjusted 
current earnings over its alternative minimum taxable income (determined without regard to such 
adjustment and prior to reduction for certain net operating losses). 

The accrual or receipt of interest on the Notes may otherwise affect the federal income tax 
liability of the owners of the Notes. The extent of these other tax consequences will depend upon such 
owner's particular tax status and other items of income or deduction. Special Tax Counsel has expressed 
no opinion regarding any such consequences. Purchasers of the Notes, particularly purchasers that are 
corporations (including S corporations and foreign corporations operating branches in the United States), 
property or casualty insurance companies, banks, thrifts, or other financial institutions, certain recipients 
of Social Security or Railroad Retirement benefits, taxpayers entitled to claim the earned income credit, 
taxpayers entitled to claim the refundable credit in Section 36B of the Code for coverage under a qualified 
health care plan or taxpayers who may be deemed to have incurred or continued indebtedness to purchase 
or carry tax-exempt obligations, should consult their tax advisors as to the tax consequences of purchasing 
or owning the Notes. 

The amount treated as interest on the Notes and excluded from gross income will depend upon 
the taxpayer's election under Internal Revenue Service (the "Service") Notice 94-84, 1994-2 C.B. 559. 
Notice 94-84 states that the Service is studying whether the amount of the payment at maturity on debt 

4843631 6.5 

13 



obligations such as the Notes that is excluded from gross income for federal income tax purposes is (i) the 
stated interest payable at maturity, or (ii) the difference between the issue price of the Notes and the 
aggregate amount to be paid at maturity of the Notes (the "original issue discount'} For this purpose, the 
issue price of the Notes is the first price at which a substantial amount of the Notes is soJd to the public 
(excluding bond houses, brokers or similar persons or organizations acting in the capacity of underwriters, 
placement agents or wholesalers). Until the Service provides further guidance, taxpayers may treat either 
the stated interest payable at maturity or the original issue. discount as interest that is excluded from gross 
income for federal income tax purposes. However, taxpayers must treat the amount to be paid at maturity 
on all tax~exempt debt obligations with a term that is not more than one year from the date of issue in a 
consistent manner. Taxpayers should consult their own tax advisors with respect to the tax consequences 
of ownership of Notes if the taxpayer elects original issue discount treatment. 

Tax Treatment of 01iginal Issue Premium 

The following disclosure relates to purchasers of the Notes who, under Notice 94-84 discussed 
above, treat the stated interest payable at the maturity of the Notes as the amount excluded from gross 
income for federal income tax purposes. An amount equal to the excess of the issue price of a Note over 
its stated redemption price at maturity constitutes original issue premium on such Note. An initiaJ 
purchaser of a Note must amortize any original issue premium in accordance with the provisions of 
Section l 71 of the Code. Purchasers of a Note with original issue premium should consult with their tax 
advisors with respect to the determination and treatment of amortizable premium for federal income tax 
purposes and with respect to st.ate and local tax consequences of owning Notes with original issue 
premium. 

Changes in Federal and State Tax Law 

From time to time, there are legislative proposals in the Congress and in the states that, if enacted, 
could alter or amend the federal and state tax matters referred to under this heading "TAX ST A TVS OF 
INTEREST ON THE NOTES"' or adversely affect the market value of the Notes. It cannot be predicted 
whether or in what form any such proposal might be enacted or whether if enacted it would apply to 
bonds issued prior to enactment. In addition, regulatory actions are from time to time announced or 
proposed and litigation is threatened or commenced which, if implemented or concluded in a particular 
maWler, could adversely affect the market value of the Notes. It cannot be predicted whether any such 
regulatory action will be implemented, how any particular litigation or judicial action will be resolved, or 
whether the Notes or the market value thereof would be impacted thereby. Purchasers of the Notes 
should consult their tax advisors regarding any pending or proposed legislation, regulatory initiatives or 
litigation. The opinions expressed by Special Tax Counsel are based upon existing legislation and 
regulations as interpreted by relevant judicial and regulatory authorities as of the date of issuance and 
delivery of the Notes. and Special Tax Counsel has expressed no opinion as of any date subsequent thereto 
or with respect to any pending legislation, regulatory initiatives or litigation. 

LIDGATION 

There is no controversy of any nature now pending against the City or, to the knowledge of its 
respective officers, threatened, seeking to restrain or enjoin the issuance, sale, execution or delivery of the 
Notes or in any way contesting or affecting the validity of the Notes or the Resolution or any proceedings 
of the City taken with respect to the issuance or sale of the Notes, or the pledge or application of any 
moneys or security provided for the payment of the Notes or the use of the proceeds of the Notes. 
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Included in APPENDIX A is a list prepared by the Office of the City Attorney of certain pending 
matters and cases relating to the City. See APPENDIX A- "CilY OF LOS ANGELES 
INFORMATION STATEMENT- LITfGATION" attached hereto. 

CERTAIN LEGAL MATTERS 

Squire Patton Boggs (US) LLP, Los Angeles, California, Note Counsel to the City, will render an 
opinion on the date of the issuance of the Notes with respect to the validity of the Notes and Kutak 
Rock LLP, Denver, Colorado, Special Tax Counsel, will render an opinion on federal and State income 
tax matters, which opinions will be substantially in the forms set forth in APPENDIX B - "FORM OF 
APPROVING OPINION OF NOTE COUNSEL'' and APPENDIX C - "FORM OF OPINION OF 
SPECIAL TAX COUNSEL'' attached hereto, dated and premised on law in effect on the date of issuance 
of the Notes. Note Counsel and Special Tax Counsel express no opinion regarding the accuracy or 
completeness of this Official Statement. Certain legal matters will be passed on for the City by Norton 
Rose Fulbright US LLP, Los Angeles, California, Disclosure CoWlsel to the City, and by the City 
Attorney, and for the Underwriters by their counsel, Sidley Austin LLP. 

The legal opinions and other letters of counsel to be delivered concurrently with the delivery of 
the Notes express the professional judgment of the attorneys rendering the opinions or advice regarding 
the legal issues and other matters expressly addressed therein. By rendering a legal opinion or advice, the 
giver of such opinion or advice does not become an insurer or guarantor of the result indicated by that 
opinion, or the transaction on which the opinion or advice is rendered, or of the future perfonnance of 
parties to the transaction. Nor does the rendering of an opinion guarantee the outcome of any legal 
dispute that may arise out of the transaction. 

FINANCIAL STATEMENTS 

The City's Comprehensive Annual Financial Report for the Fiscal Year ended June 30, 2014 (the 
''Financial Statements"), including the fndependent Auditor's Report, are available on the City 
Controller's website at http://controller.lacity.org and the Electronic Municipal Market Access site at 
http://emma.msrb.org. The Financial Statements are incorporated herein by reference thereto. No other 
infonnation from the City's website is incorporated by reference into this Official Statement. The 
Financial Statements have been audited by Macias Gini & O'Connell LLP, certified public accountants. 
Macias Gini & O'Connell LLP has not consented to the inclusion by reference of its report in this Official 
Statement and has not undertaken to update its report or to take any action intended or likely to elicit 
infonnation concerning the accuracy, completeness or fairness of the statements made in this Official 
Statement, and no opinion is expressed by Macias Gini & O'Connell LLP with respect to any event 
subsequent to the date of the Independent Auditor's Report. 

RATJNGS 

Moody's Investors Service Inc. ("Moody's") and Standard & Poor's ("S&P") have assigned 
ratings of''_" and "~" respectively, to the Notes. The ratings provided by each of the rating 
agencies reflect only the views of such organizations and an explanation of the significance of such 
ratings may only be obtained from the respective agencies at the following website addresses: Moody's 
at https:llwww.moodys.com and S&P at http://www.standardandpoors.com. No infonnation from such 
websites is incorporated herein by reference. There is no assurance that such ratings will continue for any 
given period of time or that they will not be revised downward or withdrawn entirely by the rating 
agencies, if in the judgment of such rating agency, circumstances so warrant. Any such downward 
revisions or withdrawals of such ratings may have an adverse effect on the market price of the Notes. The 
City undertakes no responsibility to maintajn any rating on the Notes or to take any action, except as may 
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be required by the Continuing Disclosure Certificate, in the event of a downgrade, suspension or 
withdrawal of a rating. 

CONTINUING DISCLOSURE 

The City has agreed in the Resolution, upon the occurrence of any of the following "Listed 
Events," to report the occurrence of such event to the Municipal Securities Rulemaking Board through its 
EMMA website at http://emma.msrb.org and to the State infonnation depository, if any. Listed Events 
include any of the following events: (1) principal and interest payment delinquencies, (2) non-payment 
related defaults, if material, (3) unscheduled draws on debt service reserves reflecting financial 
difficulties, ( 4) unscheduled draws on credit enhancements reflecting financial difficulties, 
(5) substitution of credit or liquidity providers, or their failure to perform, (6) adverse tax opinions, the 
issuance by the Internal Revenue Service of proposed or final determinations of taxability, Notices of 
Proposed Issue (IRS Form 5701-TEB) or other material notices or determinations with respect to the tax 
status of the Notes, or other material events affecting the tax status of the Notes, (7) modifications to 
rights of Note holders, if material, (8) note calls, if material, and tender offers, (9) defeasances, 
(I 0) release, substitution, or sale of property securing repayment of the Notes, if material, ( 11) rating 
changes, (12) bankruptcy, insolvency, receivership or similar event of the City; provided that for the 
purposes of the events described in this clause, such an event is considered to occur upon: the 
appointment of a receiver, fiscal agent or similar officer for the City in a proceeding under the U.S. 
Bankruptcy Code or in any other proceeding under state or federal law in which a court or government 
authority has assumed jurisdiction over substantially all of the assets or business of the City, or if such 
jurisdiction has been assumed by leaving the existing governing body and officials or officers in 
possession but subject to the supervision and orders of a court or governmental authority, or the entry of 
an order confirming a plan of reorganization, arrangement or liquidation by a court or governmental 
authority having supervision or jurisdiction over substantially all of the assets or business of the City, 
(13) conswnmation of a merger, consolidation, or acquisition involving the City or the sale of all or 
substantially all of the assets of the City (other than in the ordinary course of business), the entry into a 
definitive agreement to undertake such action or the tennination of a definitive agreement relating to any 
such actions, other than pursuant to its tenns, if material, and (14) appointment of a successor or 
additional pay ing agent, or the change of name of a paying agent, if material. There are currently no 
credit enhancements or liquidity providers securing or supporting the payment of principal of and interest 
on the Notes, and the Notes are not subject to redemption prior to their respective maturity dates. These 
covenants have been made in order to assist the Underwriters (as defined hereafter) in complying with 
Rule 15c2-12, promulgated by the U.S. Securities and E.."change Commission under the Securities 
Exchange Act of 1934. as amended. The City's failure to comply with any of such covenants shall not be 
deemed an event of default under the Resolution, and the sole remedy under the Resolution in the event of 
any failure by the City to comply with such covenants shall be an action to compel perfonnance. 

The City and its related entities issue a variety of bonds, notes and obligations ("Obligations"), 
including Obligations issued through its proprietary enterprise programs and for its housing program and 
other conduit borrowers, as well as Obligations secw-ed by special taxes and special assessments. The 
statements made by the City in this section regarding its previous continuing disclosure undertakings 
relate only to those Obligations which are managed by the City Administrative Officer and its staff, 
including Obligations secured by the City's general fund (including the City's Judgment Obligation 
Bonds and the bonds and notes issued through the Los Angeles Convention and Exhibition Center 
Authority and the Municipal Improvement Corporation of Los Angeles), General Obligation Bonds, 
Wastewater System Revenue Bonds, Tax and Revenue Anticipation Notes, Solid Waste Revenue Bonds, 
and Landscape and Lighting District 96-1 Bonds. The City's Department of Airports, Department of 
Water and Power and Harbor Department (each of which is governed by a Board of Commissioners that 
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is separate from the City Council) enter into continuing disclosure undertakings in connection with the 
bonds and notes that are secured and payable from their respective enterprise revenues. 

FINANCIAL ADVISOR 

Omnicap Group LLC, Hennosa Beach, California, has served as financial advisor (the "Financial 
Advisor") to the City in connection with the issuance of the Notes. The Financial Advisor has not been 
engaged, nor has it undertaken, to audit, authenticate or otherwise verify the information set forth in this 
Official Statement, or any other related infonnation available to the City, with respect to accuracy and 
completeness of disclosure of such infonnation. The Financial Advisor makes no guaranty, warranty or 
other representation respecting accuracy and completeness of this Official Statement or any other matter 
related to this Official Statement 

UNDERWRITING 

Pursuant to the tertns and conditions of a Note Purchase Contract for the Notes (the "Purchase 
Contract") between the City, Stifel, Nicolaus & Company, Incorporated, J.P. Morgan Securities LLC and 
Samuel A. Ramirez & Company, Inc. (coilectively, the "Underwriters"), the Underwriters have agreed to 
purchase the Notes from the City at an aggregate purchase price of $ , representing the 
aggregate principal amount of the Notes, plus an original issue premium of $ and less an 
Underwriters' discount of$ - ---

The Purchase Contract provides, among other things, that the obligations of the Underwriters are 
subject to certain tenns. conditions and precedents, and that the Underwriters will be obligated to 
purchase all of the Notes offered under the Purchase Contract, if any of the Notes offered thereunder are 
purchased. 

ADDITIONAL INFORMATION 

Copies of the Official Statement and the Resolution will be made available, upon request, from 
the Office of the City Administrative Officer, 200 North Main Street, City Hall East, Room 1500, Los 
Angeles, California 90012, Attention: Ms. Ha T. To at (2 l 3) 4 73-7500. 

MISCELLANEOUS 

This Official Statement contains brief descriptions of, among other things, the Notes, the 
Resolution and the City. Such descriptions do not purport to be comprehensive or definitive. All 
references in this Official Statement to documents are qualified in their entirety by references to such 
documents, and references to the Notes are qualified in their entirety by reference to the form of Note 
included in the Resolution. 

Any statements in this Official Statement involving matters of opinion, whether or not expressly 
so stated, are intended as such and not as representations of fact. This Official Statement is not to be 
construed as a contract or agreement between the City and the purchasers or owners of any of the Notes. 
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The execution and delivery of this Official Statement have been duly authori:zed by the City. 

CITY OF LOS ANGELES, CALIFORNIA 

By: ~~~~~~~~~~~~~~~~ 
Assistant City Administrative Officer 
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APPENDIX A 
CITY OF LOS ANGELES 

INFORMATION STATEMENT 

Certain statements included or incorporated by reference in this Appendix A constitute 
"forward·looking statements.'' Such forward-looking statements are generally identifiable by the 
terminology used such as "plan," "expect," "estimate," "project," "budget" or other similar words. 
The achievement of certain results or other expectations contained in such forward-looking statements 
involve known and unknown risks, uncertainties and other factors which may cause actual results, 
performance or achievements to be materially different from the results, performance or achievements 
expressed or implied by such forward-looking statements. No assurance is given that actual results 
will meet City forecasts in any way, regardless of the level of optimism communicated in the 
information. The City has no plans to issue any updates or revisions to those forward-looking 
statements if or when its expectations, or events, conditions or circwnstances on which such statements 
are based, occur, do not occur, or change. 
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INTRODUCTION 

This Introduction is an introduction to certain recent developments and the City's current 
financial condition; it is not a summary of this Official Statement, and is qualified by the more 
complete and detailed information contained in this entire Official Statement and the documents 
summarized or described in this Official Statement. Prospective investors must review this entire 
Qlficial Statement, including the cover page and appendices, before they make an investment 
decision. 

Beginning with the downturn in the housing market in 2007, and continuing through the 
collapse of the financial markets in 2008, the City of Los Angeles, California (the "City") 
experienced the most challenging budgetary pressures since the Great Depression. Declines in 
revenues, combined with increasing retirement contributions due to investment losses, rising 
costs of other employee benefits such as health care, and negotiated compensation increases 
resulted in continuing budgetary pressures and a structured deficit. At one point, in November 
2009, the City projected an accumulated budgetary gap as high as $1 billion in Fiscal Year 2013-
14, assuming that a number of expenditure factors were left unchanged over the intervening 
years. As a result of the City's action in implementing numerous fiscal refonns, as well as 
improved economic conditions and growth in a number of economically-sensitive revenues, the 
City has made significant progress in reducing its structural deficit. The City's budget 
projections now forecast structural balance by Fiscal Year 2018-19. 

The Fiscal Year 2015-16 Adopted Budget projects th.at the City will meet the key goals 
set forth in its financial policies. Most importantly, it is expected to exceed the goal of its 
Reserve Fund Policy of maintain reserves equal to 5% of expenditures, funding the Reserve 
Fund at 5.8%, even after the transfer of $59 ntillion from the Reserve Fund to the Fiscal Year 
2015-16 Adopted Budget. Together with the Budget Stabilization Fund and two reserves 
contained in the Unappropriated Balance (one for liability resolution and one for mid-year 
adjustments), budgetary reserves represent 8.7% of budgeted expenditures. The City also met its 
goal of appropriating at least I% of its General Fund to capital improvements and of using one
time revenue for one-time expenses, matching $138 million in one-time revenues against $169 
million in one-time expenditures. 

Revenues are projected to grow in the Fiscal Year 2015-16 Adopted Budget by 5.7% 
when compared to the Fiscal Year 2013-14 Adopted Budget. This growth takes into account the 
reduced revenues that will result from the City's business tax reform, which is projected to 
reduce business tax receipts by a total of [$45 million over three years. (See "MAJOR 
GENERAL FUND REVENUE SOURCES-Business Tax/' herein.) This rate reduction will 
be fully offset by natural growth in Business Tax in 2015-16, which will then decrease slightly in 
the following years.) 

The Fiscal Year 2015-16 Proposed Budget shows the City making progress in a number 
of other key areas. Funding is increased significantly for street and sidewalk repair, consistent 
with the City's expected settlement of the Willits litigation. The expected agreement caJls for a 
$1.4 billion investment in the city's sidewalks and other walkways over the next 30 fiscal years, 
begiruring at $31 million during the next five years and growing to more than $63 million in 
years 26 to 30. Funding is also increased to pay the cost of police overtime to reduce the amount 
of banked time~off, as well as other investments in public safety such as for new technology and 
to address recent underfunding for Fire Department staffing. 

A-1 



C:\Users\292812\Downloads\Appendix A-2015 _ v267(ReftJOBs).docx 

With regard to another major case, the Ardon litigation involving utility users' taxes on 
telecommunication services, the City and plaintiffs are currently in mediation on this matter, 
which may result in a settlement to this large liability within the following 6 months. 

There are a number of other potential legal challenges that may adversely impact the 
City's financial condition and will need to be addressed over the next several years; see 
"LITIGATION," herein. Several of these are in response to the City's prior efforts to control 
long-term costs by revising its retirement benefits. For example, on July 28, 2014, the City 
Employee Relations Board ruled that the City's action in creating a new civilian retirement tier 
was illegal because the City did not meet and confer with labor representatives on the matter. 
The City also negotiated with sworn personnel an agreement that, in exchange for their optional 
contribution towards retiree health benefits, those benefits would be vested; benefits were frozen 
for those employees who did not contribute and had not retired as of July 15, 2011. On July 28, 
2014, a Superior Court judge issued an interim order in a challenge to the new retiree health 
benefit funding formula (Fry, et al. v. City of Los Angeles), ruling that the petitioners have a 
vested right to a "non-frozen" health subsidy in retirement. The City is responding to these 
challenges through both the courts and in negotiations with labor groups. 

Litigation bas also been filed challenging the long-standing practice of transferring a 
portion of surplus power revenues to the City's General Fund as a violation of new restrictions 
on taxation imposed by Proposition 26 in 2010. This revenue source constitutes about 5% of 
General Fund revenues, and the City continues to receive such transfers. The timing on when this 
case will be resolved is uncertain. Additional challenges have arisen due to the implementation 
of a new utility billing system by the Department of Water and Power, which has delayed receipt 
of utility user taxes as well as revenue to various City enterprises such as its wastewater and 
solid waste utilities. 

A number of other major programs could result in major expenditures. The City has a 
large back.load of needed street repairs, estimated at nearly $4 oillion. The City has sought 
funding for the Army Corp of Engineers for restoration of the Los Angeles River, which could 
cost in excess of $1. 5 billion and require substantial matching funds from the City. The City is 
also considering major improvements to its civic center, with estimates in the neighborhood of 
$500 million. 

A motion was adopted by the City Council in May 2015 to establish a Citywide 
minimum wage, directing the City Attorney to draft the appropriate ordinance. The ordinance 
would require employers to pay employees working within the City a minimum wage of $10.50 
starting on July 1, 2016 and increasing each year until July 1, 2020, when the minimum wage 
will be $15.00. Starting in 2022, the wage rate would be adjusted by the applicable Consumer 
Price Index to be effective the first of each July. 
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HISTORIC, ECONOMIC AND DEMOGRAPHIC INFORMATION 

The City is the second most populous city in the United States with an estimated 2015 
population of 3.96 million persons. Los Angeles is the principal city of a metropolitan region 
stretching from the City of Ventura to the north, the City of San Clemente to the south, the City of 
San Bernardino to the east, and the Pacific Ocean to the west. 

Founded in 1781, Los Angeles was for its first centmy a provincial outpost under 
successive Spanish, Mexican and American rule. The City experienced a population boom 
following its linkage by rail with San Francisco in 1876. Los Angeles was selected as the 
Southern California rail terminus because its natural harbor seemed to offer little challenge to San 
Francisco, home of the railroad barons. But what the region lacked in commerce and industry, it 
made up in temperate climate and available real estate, and soon tens and then htmdreds of 
thousands of people living in the Northeastern and Midwestern United States migrated to new 
homes in the region. Agricultural and oil production, followed by the creation of a deep water 
port, the opening of the Panama Canal, and the completion of the City-financed Owens VaJley 
Aqueduct to provide additional water, all contributed to an expanding economic base. The City's 
population climbed to 50,000 persons in 1890, and then swelled to 1.5 million persons by 1940. 
During this same period, the motor car became the principal mode of American transportation, 
and the City developed as the first major city of the automotive age. Following World War II, the 
City became the focus of a new wave of migration, with its population reaching 2.4 million 
persons by 1960. 

The City and its surrounding metropolitan region have continued to experience growth in 
population and in economic diversity. The City's 470 square miles contain 11.5% of the area and 
about 39% of the population of the County of Los Angeles, California (the ''County"). Tourism 
and hospitality, professional and business services, direct international trade, entertainment 
(including motion picture and television production), and wholesale trade and logistics all 
contribute significantly to local employment. Emerging industries are largely technology driven, 
and include biomedical, digital information technology, and envirorunental teclmology. The 
County is a top-ranked cotmty in manufacturing in the nation. Important components of local 
industry include apparel, computer and electronic components, transportation equipment, 
fabricated metal, and food. Fueled by trade with the Pacific Rim countries, the Ports of Los 
Angeles and Long Beach combined are the busiest container ports in the nation. As home to the 
film. television and recording industries, as well as important cultural facilities, the City serves as 
a principal global cultural center. 

Although the economic and demographic information provided below has been collected 
from sources that the City considers to be reliable, the City has made no independent verification 
of the information provided by non-City sources and the City takes no responsibility for the 
completeness or accuracy thereof The information and data in this Appendix A are believed to be 
the latest data available to the City; however, the current state of the economy of the City, State of 
California and the United States of America may not be reflected in the data discussed below, 
becau~e more up-to-date publicly available information is not available. This information is 
provided as general background. 

Population 

The table below sununarizes City, County, and State of California (the "State") 
population, estimated as of January 1 of each year. The population estimates for 2005 and later 
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incorporate 2010 U.S. Census counts as the benclunark and, as a result, are noticeably lower than 
previously published estimates . 

Table l 
CITY, COUNTY AND STATE POPULATION STATISTICS 

City of Annual County of Annual St.ate of Annual 
Los Ang!!lcs Growth Bate<1> LQ~ Angeli:s Gr2wth Rate<n QalifQmia Oro\\1b Rau{1l 

1980 2,968,579 7,477,421 23,667,836 
1985 3,216,900 1.62% 8,121,000 !.67% 26,113,000 1.99% 
1990 3_,476,000 \.56 8,832,500 1.69 29,558,000 2.5 1 
1995 3,544,966 0.39 9,103,896 0.61 31,617,770 136 
:woo 3,679,600 0.75 9,477,651 0.81 33,721,583 1.30 
2005 3,769,13 1 0.48 9,816,153 0.70 35,869,173 1.24 
2010 3,792,621 0.12 9,818,605 0.00 37,253,956 0.76 
2011 3,806,865 0.38 9,847,712 0.30 37,427,946 0.47 
2012 3,835,724 0.76 9,908,030 0.61 37,680,593 0.68 
20! 3 3,875;l.07 1.03 9,980,432 0.73 38,030,609 0.93 
2014 3,914,359 1 01 10,054,852 0.75 38)57,121 0.86 
2015 3,957,022 1.09 10,136,559 0.81 38,714,725 0.93 

(I) For five-year time series, figures represent average Wlnual growth rute for each of the five years. 

Sources: State of Califomia, Department of Finance, Report 84 .E-4 Population Estimates for Califomia Counties and Cities, Jamiazy l , 
1976 through January 1, 1980; _Report 90 E-4 Population Estimates for California State and CoWllies January 1, 1981 to January 
1, \990; E-4 Historical Population Estimates for City, County and the State, 199\-2000, with I 990 and 2000 Census Counts. E4 
Population P..s1imates for Cities, Counties and the State, 2001-201 0, with 2000 and 2010 Census Counts, Sacramento, California, 
November 2012. Stace of California, Department of Finance, E-4 Population Estlmates for Cities, Counties, and the State, 2011 -
201 5, with 2010 Census Benchmark. Sacramento, California, May 2015. State ofCalifumia, Department ofi'inance, E-1 
Population Estimat.cs for Cities, Cowities and the State with Annual Percent Chwigc - January I, 2014 ancl 2015. Sacramento, 
California, May 2015. 
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Industry and Employment 

The following table swnmarizes the average number of employed and unemployed 
residents of the City and the County, based on the annual "benchmark," an annual revision 
process in which monthly labor force and payroll employment data, which are based on 
estimates, are updated based on detailed tax records. The "benchmark" data is typically released 
in March for the prior calendar year. 

The California Employment Development Department has reported preliminary 
unemployment figures for March 2015 of 6.5% statewide, 7.2% for Los Angeles County, and 
7. 7% for the City (not seasonally adjusted). 

Civili1m Labor Fon:e 
City of Los A.l)geles 

Employed 
Unemployed 

Total 

County of I .os Angeles 
Employed 
l Jnemployed 

Total 

lincmployme11t Rates 
City 
County 
State 
United Slates 

Table2 
ESTIMATED AVERAGE ANNUAL EMPWVMENT AND 

UNEMPLOYMENT OF RESIDENT LABOR FORCE <1
> 

2010 Wl 2012 2013 

1,660,200 1,671 ,300 1,680,100 1,728,SOO 
267.IOO 221~00 Z30,9QO 211.700 

1,927,300 1,932,600 1,911,000 1,940,200 

4,302,300 4,326,100 4,378,800 4,495,700 
615.100 603.400 filJQQ 486.60Q 

4,917,400 4,929,500 4,914,500 4,982,300 

13.9% 13.5% 12. 1% 10.9% 
12.5 12.2 10.9 9.8 
12.4 11.7 10.5 8.5 
9.6 8.9 8.1 7.4 

(1) March 2014 Benchmark report as of March 23, 2015; not seasonally adjusted. 

~ 

1,835,200 
17S.ZOO 

2,010,900 

4,610,800 
illJ.QQ 

5,025,900 

8.7% 
8.3% 
7.S% 
6.2% 

Note: Based on surveys distributed to households; nol dirccUy comparable to Industry Employment data reported in Table 3. Items may not 
add to totals due to rowiding. 

Sources: California Employment Development Department, Labor Market lnfonnation Division for the State and County; U.S. Hureu.u of 
Labor, Department of Labor Statistics for the U.S. 
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The table below summarizes the California Employment Development Department's 
estimated average annual employment for the County, which includes full-time and part-time 
workers who receive wages, salaries, commissions, tips, payment in kind, or piece rates. 
Separate figures for the City are not maintained. Percentages indicate the percentage of the total 
employment for each type of employment for the given year. For purposes of comparison, the 
most recent employment data for the State is also summarized. 

The Trade, Transportation and Utilities sector was the largest employment sector in the 
County in 2014, employing 18.9% of wage and salary workers. Educational and Health Services, 
at 17.7%, was the second highest employment sector in the County, followed by Professional 
and Business Services, which employed 14.4% of wage and salary workers. 

Table 3 
LOS ANGELES COUNTY 

ESTIMATED lNDUSTRY EMPLOYMENT AND LABOR FORCEm 

County State of California 

%01· %of %of 
WQ Total 2014 Tua! 2014 Total 

Agricultural 7,700 0.2% 5,300 0.1% 417,200 2.6% 
Natural Resources and Mining 3.400 0.l 4,700 0.1 31,300 0.2 
Construction 131,800 3.2 120,200 2.8 675,400 4.2 
Manutilcturing 615,200 14.9 364,900 8.6 1,269,600 7.9 
Trade, Transponation and Utilities 784,900 19.0 800,700 18.9 2,871,100 17.9 
Infonn11tion 244,300 5.9 195,900 4.6 457,900 2.9 
Financial Activities 223,400 5.4 209,700 5.0 784,300 4.9 
Profe$Sional and Business Services 590,700 14.3 609,400 14.4 2,433,400 IS.I 
Educational and Health Services 463,100 11.2 748,000 17.7 2,414,400 150 
Leisure and Hospitality 345,000 8.4 464,600 11.0 1,757,100 10.9 
Other Services 140,200 3.4 151,700 36 539,800 3.4 
Govemment 5~J.400 _lil ~ -1J.J 2.41 1.000 _lij,1 

Tota1<21 4,130,900 100.0% 4,231,700 100.0% 16,062,300 100.0% 

(I) The California Economic Development Department has converted employer records from the Standard Industrial Classification coding 
sy~tem to the North American Indu.~tcy Classification System 

(l) Total may not equal sum of parts due to independent rounding. 

Note: Based on surveys distributed to employers; not directly comparable to Civilian Labor Poree data reported in Table 2. 

Source: California Employment Development Department, Labor Market Information Division. Based on Macch 2014 Benchmark report 
released March 20, 2015. 
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Major Employers 

The top 25 major non-governmental employers in the County are listed in the table 
below. The employees of these non-governmental employers represent approximately 6.4% of 
the labor force (based on total employment in 2014). In addition, government employment 
represents approximately 13.2% of the labor force (see Table 3 - Estimated Industry 
Employment and Labor Force). 

Table 4 
LOS ANGELES COUNTY 

2014 MAJOR NON-GOVERNMENTAL EMPLOYERS 

Employer 

Kaiser Pcnnanente 
Northrop Grumman Corp. 
T argct Corp. 
Providence Health & Services Southern California 
University of Southern Califomi~ 
Bank of America Corp 
Ralphs/Food 4 Less (Kroger Co. Division) 
Home Depot 
Boeing Co. 
Cedan;-Sinai Medical Center 
Walt Disney Co. 
Wells Fargo 
UPS 
AT&T Inc. 
ABM Industrie!I Inc. 

California Institute of Technology 
Vons 
Edison International 
FedEx Corp. 
Warner Bws. Entenaiument Inc. 
Raytheon Co. 
Dignity Health 
American Apparel Inc. 
Amgen Inc. 
Univcrslll Services of America 

( 1) 

(2) 

(.1) 

Business Journal estimate. 
lnfonnation provided by City of Burbank. 
Information provided by City ofl:il Segundo. 

Producl/Service 

Nonprofit hewth care plan 
Defense contractor 
Retailer 
Health CllTC 

Private university 
Banking and financial services 
Grocery retailer 
Home improvement specialty retailer 
Integrated aerosp11ce and defense systems 
Medical center 
Entertainment 
Diversified financial services 
Transportation and freight 
Telecommunications 
Facilities services, energy solutions, commercial cleaning, 
maintenance and repair 
Private university, operator of .let Propulsion Laboratory 
Retail grocer 
Electric utility 
Shipping and logistics 
Entertainment 
Aero:>pace and defense contractor 
Health care 
Apparel manufacturer and reb:Ulcr 
Biotechnology 
Security professionals 

Source: Los Angeles Business Journal, Weekly Lists, originally published September 1, 2014. 
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35,991 
17,000 
15,000 
IS,000 
14,722 
13,soo<1> 
13.soo<U 
10,600(!) 
I0,500<1> 

10,243 
10,200<2> 

10,000(1) 
8,984 
8,900 
8,400'll 

8,094 
7,781 
1,10<f.1> 

7,6oo<n 
7,40Qtll 
6,111m 
6,100 
li,000 
6,000 
5,960 
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Personal Income 

The U.S. Census Bureau defines personal income as the income received by all persons 
from all sources, and is the sum of "net earnings," rentitl income, dividend income, interest 
income, and transfer receipts. "Net earnings" is defined as wages and salaries, supplements to 
wages and salaries, and proprietors' income, less contributions for government social insurance, 
before deduction of personal income and other taxes. 

The following table summarizes the latest available estimate of personal income for the 
County, State and United States. 

Table 5 
COUNTY, STATE AND U.S. 

PERSON AL INCOME 

PerCapila 
Personal Income Personal lncome<1> 

Y car and Area (thousands of dollars) (dollars) 

2010 
County $ 404,473,004 $41, J 63 
State 1,578,553,439 42,282 
United States 12,417,659,000 40,144 

20U 
County s 425,673,042 $43,062 
Slate 1,685,635,498 44,749 
United States 13,189,935,000 42,332 

2012 
County $ 455,788,782 $45,800 
State 1,805,193, 769 47,505 
United States 13,873, 161,000 44,200 

2013 
C.Ounty $ 466,098,988 $46,530 
State 1,856,614,186 48,434 
United States 14,151,427,000 44,765 

2014 
County N/A NIA 
State<2> $ 1,944,369,223 $50,109 
United Statcs111 14,708,582,J 65 46,129 

l'l Per capita personal income was compuled using Census Bureau midyear population estimates. Per capita personal income is total personal 
income divided by total midyear population. F..stimates for 2010-2013 reflect state population estimates released in December 2013,. while 
2014 estimates reflect the Deocmber 2014 release. 

(ll l.&t updated: March 25, 2015 - new estimates for 2014. 

Source: U.S. Bureau of Economic Analysis, "Table SAi Personal Income Summary," (accessed March 31, 2015). 
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Retail Sales 

As the largest city in the County, the City accounted for $41.7 billion (or 29.8%) of the 
total $140.0 billion in County t.axable sales for 2013. The following table sets forth a history of 
taxable sales for the City for calendar years 2009 through 2013, 2013 being the last full year for 
which data is currently available. A five year series of this information is presented, as the State 
changed its reporting categories beginning with the 2009 report. 

The City experienced a 5.2% increase in sales tax receipts during Fiscal Year 2013-14, 
estimates 4.4% growth in Fiscal Year 2014-15 and projects 4.4% growth in t.axable sales for the 
Fiscal Year 2015-16 [Proposed] Budget. See "MAJOR GENERAL FUND REVENUE 
SOURCES-Sales Tax," herein. 

- - - - - - -

Motor Vehicle w1d Parts Dealers 
Home Furnishings and Appliance Stores 
Sldg. Materials and Garden Equip. and Supplies 
Food and Beverage Ston:s 
Gasoline Stations 
Clothing and Clothing Accessories Stor~ 
General Merchandise St.ores 
Food Services and Drinking Places 
Other Retail Group 
Total Retail and Food Services 
A II Other Outlets 
TOTAL ALL OUTLETS<!> 

Cl) Items may not add to totals due to rounding. 

Table 6 
CITY OF LOS ANGELES 

TAXABLE SALES 

2009 
$2,760,647 

l ,566,716 
l ,700,820 
2,126,677 
3,62 1,498 
2,404,735 
2,448,694 
S,437,781 
3.425.579 

25,493,148 
8,Q98,7l6 

$33,591,864 

(in thousands) 

2010 
$2,865,868 

1,590,667 
1,711,735 
2,123,626 
4,114,016 
2,551,905 
2,534,482 
5,637,405 
3.45 l.919 

26,581 ,623 
8.233.833 

$34,815,457 

?fill 
$ 3,224,150 

1,609,905 
1,834,117 
2, 199,481 
4,952,984 
2,715,953 
2,660,830 
6,049,187 

- 3 599.674 
28,846,283 
9 011361 

$37,857,643 

Source: California State Board ufEqualization, Research and Statistics Division. 
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2012 
$3,662,657 

1,676,926 
1,942,915 
2,322,695 
5,090,496 
2,884,984 
2,759,578 
6,564,652 
3.716.658 

30,621,561 
9.502.364 

$40,123,926 

2013 
$ 3,983,625 

l ,683,805 
2,086,608 
2,444,701 
4,954,380 
3 ,032,886 
2,873,530 
6,946,625 
3.943.616 

31 ,949,776 
9.806.938 

$41,756,714 
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Land Use 

The following table, derived from data maintained by the Los Angeles County Assessor, 
indicates various land uses within the City based on assessed valuation and the number of parcels. 

Table 7 
CITY OF LOS ANGELES 

ASSESSED VALUATION AND PARCELS BY LAND USE 

2014-15 % No. of %of 
Non-Residential Asse~sed V11l11atlo11<n of Total ~ Tumi 
Commercial Office s 67,219,901, 752 14.97% 35,619 4.59% 
Vacant Commercial 1,980,607, 102 0.44 1,2 19 0.16 
Industrial 35,306,732,762 7.86 20,129 2.59 
Vacant Tndustrial 1,693, 987,578 0.38 4,015 0.52 
Recreational 1,728,210,793 0.38 762 0.10 
Government/Social/Institutional 3,185,291,491 0.71 3,784 0.49 
Miscellaneous JSl,4,5,691 .JLQ.a -1..lli Q,lQ 

Subtotal Non-Residential $lll ,496,157,169 24.84% 68,3 12 8.80% 

Residential 
Single Family Res idence $ 227,578,657,077 50.69% 488,464 62.94% 
Condominium!rovmhouse 31 ,970,422,930 7.12 85,994 11 .08 
Mobile Homes and Lots 1os,1n,091 0.02 3,3 19 0.43 
Mobile Home Park 161,901,999 0.04 92 0.01 
2-4 Residential Units 25,048,870,620 5.58 74,221 9.56 
5+ Residential Units/Apartments 49,739,982,848 11.08 34,729 4.47 
Vacant Residential 2.826.~0,897 ~ ~ _uQ 
Subtotal Residential $337,431,948,462 75.16% 707,813 91.20% 

Total .$448,928,105,631 100.00% 776,125 100.00% 

(1) Local Secured Assessed Valuation, excluding tax-exempt property. 

Source: California Municipal Statistics, Inc. 
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Residential Value and Construction Activity 

The following table indicates the array of assessed valuation for single family residential 
properties in the City. 

Table 8 
CITY OF LOS ANGELES 

PER PARCEL2014-15 ASSESSED VALUATION OF SINGLE FAMll,Y RESIDENTIAL PROPERTIES 

2014-15 Average Median 
~o. of ~arcels As~esse!I Valu&jon Al;se~s~!I Valy11tioo Asses~~d Y!!lyatiQ!l 

Single Family Residential 488,464 $227,578,657,077 $465,907 $289,145 
Properties 

No. of 
Residential %of Cumulative Total %of Cumulative 

2014-15 Assessed Va]uation Parce1s<1> Total % ofTotal Va]uatiog Total o/oofTota] 

$0- $49,999 13,181 2.698% 2.698% $ 481 ,291 ,034 0.211% 0.211% 
$50,000 - $99,999 42,4ll 8.683 J 1.381 3,185,150,922 1.400 l.6ll 
$100,000. $149,999 34,400 7.042 18.423 4,364,534,400 l.918 3.529 
$150,000 - $199,999 43,567 8.919 27.343 7,669,796,082 3.370 6.899 
$200,000 - $249,999 49,892 10.214 37.557 11,282,676,664 4.958 11.857 
.$250,000 - $299,999 46,011 9.420 46.976 12,659,742,606 5.563 17.420 
$300,000 - $349,999 46, 148 9.448 56.424 15,029,526,788 6.604 24.024 
$350,000 · ,\i399r999 40,582 8.308 64.732 15,182,740,750 6.671 30.695 
$400,000 - $449,999 28,443 5.823 70.555 12,097,746,519 5.316 36.011 
$450,000 -$499,999 21 ,551 4.412 74.967 10,275,538,351 4.515 40.526 
$500,000 - $549,999 15,663 3.207 78.173 8,213,191,647 3.609 44.135 
$550,000 - $599,999 13,310 2.725 80.898 7,685,779,640 3.377 47.512 
$600,000 - $649,999 12,054 2.468 83.366 7,538,764,464 3.313 50.825 
$650,000 - $699,999 10,202 2.089 85.455 6,88 1,504,050 3.024 53.849 
$700,000 - $749,999 7,642 1.564 87.079 5,544,271,000 2.436 56.285 
$750,000 - $799,999 7,476 1.531 88.550 5,807. 738,076 2.552 58.837 
$800,000 • $849,999 5,927 1.213 89.763 4,885,365,312 2.147 60.983 
$850,000 - $899,999 5,363 1.098 90.851 4,716,871,123 2.073 63.056 
$900,000. $949,999 4,603 0.942 91.803 4,258,350,375 U.171 64.927 
$950,000 - $999,999 3,792 0.776 92.580 3,701,803,488 1.627 66.554 
$1,000,000 and greater -~ ----1ill 100.000 Z6. 1 l6,Z73,786 l1lli 100.000 
Total 488,464 100.000% $227,578,657,077 100.000% 

( I) Improved single family residential parcels. Excludes condominiums and parcels with multiple family units. 

Source: California Municipal Sl11tistics, Inc. 
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The table below provides a summary of building permits issued by the City by calendar 
year. 

Table9 
CITY OF LOS ANGELES 

BUILDING PERMIT VALUATIONS AND NEW DWELLING UNITS 

.wn 2011 2012 W.l ill! 
Total Valuation° >($ in millions) $3,328 $3,386 $3,671 $4,246 $6,416 

Residential (2> 878 1,131 l,407 1,732 2,668 
Miscellaneous <l> 15 26 17 48 18 

Number of Units: 
Single family <'> 772 726 1,059 1,254 1,852 
Multi-famil~ <~ .u.H 2.lli ---2.ill 1..!M 9.607 

Subtotal Residential 4,146 S,984 6,674 8,390 11,459 

Miscellaneous <G> _ill _____ill 477 ~ ___ill 
Total Units 4,516 6,374 7,151 8,926 11,733 

<1> Represents the total valuation of all construction work fur which building permits were issued. 
(l) Valuation ofpennits issued for Single-Pamily Dwellings, Duplexes, Apartment Buildings, Hotel/Motels, !ind Condominiums. 
1~> Valuation of permits issued for "Addition Creating New Units - Residential" and "Alterations Creating New Units - Residential." 
<4> Number of dwelling units permiUc:.d fur Single-Family Dwellings 1111d Duplexes. 
(3) Number of dwelling units permitted for new Apl:lrtmcnt Buildings, Hotel/Motels, and Condominiwns. 
(
6

) Number of dwelling wiits added include:; ''Addition Creating New UnilS - Residential" and "Alterations Creating New Units - Residential." 

Source: City of Los Angeles, Department of Building and Safety. 
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Commercial Real Estate Markets in Los Angeles 

The following table shows the most recent information available regarding vacancy rates 
for non-residential space in downtown Los Angeles and the remainder of the Los Angeles 
Metropolitan Area. 

2009 
2010 
2011 
2012 
2013 

<1> Second quarter of each year. 

Table 10 
LOS ANGELES METROPOLITAN AREA 
NON-RESIDENTIAL VACANCY RATES 

Downtown .Metropolitan 

14.9% 
17.6 
18.l 
18.3 
18.9 

14.7% 
16.7 
\ 7.5 
16.S 
16.1 

14.8% 
16.9 
17.6 
16.8 
16.5 

Source: California Department of Finance, California Economic Indicators. 

Seismic Considerations 

Industrial Availabilitv 

7.7% 
7.7 
7.4 
6.8 
6.7 

The City is subject to unpredictable and significant seismic activity. A number oflmown 
faults run through the City, and the City lies near the San Andreas Fault, which is the boundary 
between the Pacific and North American tectonic plates. The complex Los Angeles fault system 
interacts with the alluvial soils and other geologic conditions in the hills and basins. This 
interaction appears to pose a potential seismic threat for every part of the City, regardless of the 
underlying geologic and soils conditions. In addition, there are likely to be unmapped faults 
throughout the City. The most recent major earthquake, the Northridge earthquake in 1994, 
occurred along a previously unmapped blind thrust fault. The City generally does not maintain 
earthquake insurance coverage; see "BUDGET AND FINANCIAL OPERATIONS-Risk 
Retention Program" herein. 

Education 

The Los Angeles Unified School District ("LAUSD") administers public instruction for 
kindergarten through l ih grade ("K-12"), adult, and occupational schools in the City and all or 
significant portions of a nwnber of smaller neighboring cities and unincorporated areas. The 
LAUSD, which now encompasses approximately 710 square miles (making it significantly larger 
than the City at 470 square miles), was formed in 1854 as the Common Schools for the City of 
Los Angeles, and became a unified school district in 1960. The LAUSD is governed by a seven
mernber Board of Education, elected by district to serve alternating four-year terms. 

There are many public and private colleges and universities located in the City. Major 
colleges and universities located within the City include the University of California at Los 
Angeles, the University of Southern California, California State University at Los .Angeles, 
California State University at Northridge, Occidental College and Loyola Marymount 
University. There are seven community colleges located ·within the City operated by the Los 
Angeles Community College District. 
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MUNICIPAL GOVERNMENT 

Under the State Constitution, charter cities are generally independent of the State 
Legislature in matters relating to municipal affairs. Charter cities, however, are subject to State 
Constitutional restrictions; see "LIMITATIONS ON TAXES AND APPROPRIATIONS" 
herein. The City is a charter city originally incorporated in 1850. The most recent charter was 
adopted in 1999, became effective July l, 2000, and has been amended a nwnber of times by 
voter approval. 

The City is governed by the Mayor and the Council. The Mayor is elected at-large for a 
four-year term. As executive officer of the City, the Mayor has the overall responsibility for 
administration of the City. The Mayor recommends and submits the annual budget to the Council 
and passes upon subsequent appropriations and transfers, approves or vetoes ordinances, and 
appoints certain City officials and commissioners. He supervises the administrative process of 
local government and works with the Council in matters relating to legislation, budget, and 
finance. As prescribed by the Charter and City ordinances, the Mayor operates an executive 
department, of which he is the ex-officio head. The current Mayor, Eric Garcetti, assumed office 
on July 1, 2013. · 

The Council, the legislative body of the City, is a fulJ time council and enacts ordinances 
subject to the approval of the Mayor. If the Mayor vetoes, the Council may override the veto of 
the Mayor by a two-thirds vote. The Council orders elections, levies taxes, authorizes public 
improvements, approves contracts, adopts zoning and other land use controls, and adopts traffic 
regulations. The Council adopts or modifies the budget proposed by the Mayor. It authorizes the 
number of employees in budgetary departments, creates positions and fixes salaries. The Council 
consists of 15 members elected by district for staggered four-year terms. 

The other two elective offices of the City are the Controller and the City Attorney, both 
elected for four-year terms. The Controller is the chief accoW1ting officer for the City. The 
current Controller, Ron Galperin, assumed office on July 1, 2013. 

The City Attorney is attorney and legal advisor to the City and to all City boards, 
departments, officers, and entities, and prosecutes misdemeanors and violations of the Charter 
and City ordinances. Mike Feuer assumed the office on July I, 2013. 

All citywide elected officials of the City are subject to term limits of two four-year terms, 
while Councilmembers are subject to terms limits of three four year terms. 

The City Administrative Officer ("CAO") is the chief fiscal advisor to the Mayor and 
Council and reports directly to both. The CAO is appointed by the Mayor, subject to Council 
confirmation. Miguel A. Santana has been serving as CAO since August 2009. 

The City Treasurer (the "Treasurer") receives, invests and is the custodian of the City's 
funds and those of affiliated entities. The Treasurer also serves as the City's Investment Officer. 
The Treasurer is appointed by the Mayor and confirmed by the Council. On July 1, 2011, the 
Office of the Treasurer was consolidated into the Office of Finance. Antoinette Christovale, the 
Director of Finance, also serves as the City Treasurer. 

The City has 36 departments and bureaus for which operating funds are annually 
budgeted by the Council. In addition, four departments (the Department of Water and Power 
("DWP"), the Harbor Department, the Department of Airports, and the Housing Authority of the 
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City) are wider the control of boards appointed by the Mayor and confirmed by the Council. The 
City obtains water and electricity from DWP, the largest municipally-owned utility in the nation. 
Two departments, the Los Angeles City Employees' Retirement System and the Fire and Police 
Pension System, are wider the control of boards whose membership is comprised of Mayoral 
appointees and representatives elected by system members. 

Public services provided by the City include police; fire and paramedics; residentiaJ 
refuse collection and disposal, wastewater collection and treatment, street maintenance, traffic 
management, stonn water pollution abatement, and other public works functions; enforcement of 
ordinances and statutes relating to building safety; public libraries; recreation and parks; 
community development; housing and aging services; and planning. 
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BUDGET AND FINANCIAL OPERATIONS 

Fiscal Year 2013-14 Results 

The City' s Comprehensive Annual Financial Report for the Fiscal Year Ended June 30, 
2014 reported a growth .in the City's total General Fund fund balance of approximately $173.5 
million. See the City's Comprehensive Annual Financial Report for the Fiscal Year ended 
June 30, 2014, and "FINANCIAL STATEMENTS" in the forepart of this Official Statement. 

The following two tables summarize financial information for the General Fund 
contained in the City' s audited Basic Financial Statements prepared in accordance with generally 
accepted accounting principles ("GAAP") for the periods indicated. 

Table 11 
BALANCESHEETSFORTHEGENERALFUND 

For Fiscal Years Ending June 3<1 
($ iu thousands) 

~ 2fill 2012 
Assets 

Cash and Pooled lnvestmentsC'> $ 561,249 $ 966,1 68 $ 1,235,260 
Other Investments 181 
Taxes Receivable 543,519 488.9'77 536,069 
Accounts Rcaivable 201,314 176,233 184,312 
Special Assessments Recei\'ablc 4,125 4,319 4,598 
Invcslment Inoome Receivable 3,405 6,091 6,122 
Intergovernmcntnl Receivable 40,449 5-0,124 47,152 
Due from Other Funds 54,899 48,388 44,229 
Inventories 17,281 16,585 19,815 
Prepaid Items and Other Assets 
Advances to Other Funds ___l.l..12Q __2..'.ill: )1,312 

Total Assets $1 ~38,9~ ~ ~§8~ 
Liabilities and Fund Equity 
T.iabiliHe~: 

Accounts, Contracls and Retainage Payable .$ 70,853 $ 61,744 $ 56,764 
Obllgations Under Securities Lending Trans a1,,iions~J 36,072 123,592 
Accrued Wages and Overtime l'ayable 84,161 95,287 121,845 
Accrued Compensated Absences Payable 2,842 5,678 10,124 
Accrued Retirement Benefits Payable 77,022 39,358 
Estimated Claims and Judgments Payable 20,026 24,102 28, 189 
Intcrgovcrnmentel Payable 27 814 776 
Due to Other Funds 31,665 31,00S 47,967 
Deposits and Advances 20,346 20,444 24,007 
Deferred Revenue and Other Credits 587,836 516,356 528,669 
Advances from Other Funds 50,282 4\,441 35,728 
Noks Payable 601 ,541 
Other Liabilities<3> 20,600 2~6,72Q ~l,582 

Total Liabilities $1,001,732 $1,246,541 $1,517,192 

Deferred Inflows of Resources 
Unavailable Real P-state Tax 
Taxes Other than Real Estate 
Receivables from Other Government Agencies 
Other Deferred Inflows of Resources 

Total Deferred Inflows of Resources 

Fund Ralance<4>: 
Reserved for Encwnbrances $ 134,623 
RCl;erved for Assets Not Available for AppropriRtion 29,771 
Reserved for Special Purposes 791 
Designated for Special Purposes I 57,068 
Unreserved and Undcsignated I 14,927 
Nonspeodablc $ 26,299 .$ 31,1 34 
Restricted 
Committed 
Assigned 239,877 267,645 
Unassigned 2S2.882 272,905 

A-16 

20l3 2Ql4 

$ 791,293 $1,014,48! 

533,711 479,482 
187,230 128, 136 

4,816 4,518 
5,401 4,815 

54,548 155,448 
86,632 43,625 
17,875 18,643 
17,051 14,569 

___ti82 ~9J4 
11..726.~ ~§7~ 

$ 54,078 $ 63,347 
6,879 2,580 

130,168 122,028 
15,433 17,182 

35,015 
30,269 353 

12 98,113 
71,740 24 
23,316 23,612 

576,749 
29,852 22,436 

45,6J4 43.843 
$ 984,130 $ 428,533 

$ 29,884 
269,310 
154,739 
25, 114 

$ 549,047 

$ 43, 115 $ 43,146 
69,712 

242,643 230,717 
367,14£ ~ 
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Total Fund Balances 

Total Liabilities and fiund Equity 

Table 11 
BALANCY, SIIEETS FOR 11IE G~NERAL FlND 

For Fiscal Years EndiJ1g .rune 30 
(S in thousands) 

$ 437,180 

11.438.2.12 

$ 520,058 $ 571,684 

$1. 766~ .$.2,088 876 

$ 722,616 

,tl.106~ 

$896,071 

~@. 

Cl) Includes securities held under securities lending transactions, offset by the Liability "Obligations Under Securities Lending Transactions." 
Fiscal Yeac 2010-1 l includes securities fur which settlement wa~ made after the end of the fiscal year, offset by the liability of Obligations 
Under Securities Lending Tramactions. Fiscal Year2011-12 also includes funds set-aside for repayment ofTRANS maturing in the 
suhsequent fiscal year, offset by the liability of Notes Payable. 

{l) The City temporarily suspended its securities lending program in November 2008, due t.o the volatility in the financial mw-kcts and 
heightened concerns with countc:rparty risks; the program was ~urned in April 2010. The program was halted again in Fiscal Year 2011-
12, until the contract for agcnl was renewed in Decembef 2012. 

<3> Increase in Fiscal Year 2010-11 includes .$262 million owed far certain securities acquired at the end of the fiscal year for which pa)mt:nt 
was made after June 30, 2011; as such, it offsets a portion of the increase in "Cash and Pooled Invcsl.ments." 

c•l Beginning with the Comprehensive Annual Financial Report (CAfR) for Fiscal Year 20 I 0-11, the City implemented GA.SB Statement No. 
54, whicll provided new direction in classifying components o( the fund balance of governmental funds. See "Budget and Revenue-. 
GAAP-Bnsed }'und Balance, below." 

Source: City of Los Angeles, Comprehensive Annual Financial Reports. 
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Table 12 
STATEMENTS OF REVENUES, .EXPENDITURES AND CHANGES IN FUND 

BALANCES FOR mE GENERAL FUND 
For Fiscal Years Endiog Jllne 30 

($ in thousands) 

2010 2011 2012 2013 2014 
Revenues: 

Property Twces $1,455,081 $1,436,707 $1,470,799 $1,565,457 $1,662,364 
Sales Taxes 281,186 299,624 328,059 343,628 357,255 
Utility Users' Taxes 628,484 6 18,,307 634,629 623,794 63 1,492 
Business Taxes 412,287 424,762 438,969 447,983 476,908 
Other Taxes 345,618 359,434 392,6l!6 451,304 522,341 
Licenses and Pennits 20,849 20,229 26,241 23,9-09 22,417 
lntergovemmental 21,926 33,704 7,182 ll,939 11,640 
Charges for Services 541,306 496,551 510,401 532,512 543,882 
Services to Enterprise Funds 255,949 248,263 245,853 252,178 253,414 
Fines 139)88 145,731 147,780 162,930 167,474 
Special Assessments 2,142 2,332 1,922 1,732 2,441 
Investment F.amings 26,504 18,149 21,456 16,710 19,059 
Change in Fair Value oflnvestmen.ts{ll (18,002) 
Other 54.31 3 75,49~ 91,3~Z 104,91J l 18,5Zl 

Total Revenues $4,185,433 $4,179,291 $4,317,334 $4,521,047 $4,789,258 

Expenditures: 
Current: 

General Govemment $1,329,982 $1,224,681 $1,257,198 $1,219,179 $1,263,431 
Protection of Persons w1d Property 2,231,156 2, 182,116 2,279,987 2,403, 195 2,562,058 
Public Works 189,430 158,050 165,025 176,240 180,714 
Health and Sanitation 135,422 !37,829 146,270 145,768 146,422 
Transportation 111,293 113,632 107,803 98,446 106,494 
Cultural and Recreational SeIYices 75,984 46,239 46,592 51,991 50,943 
Community Development 45,302 32,204 30,544 32,303 36,758 

Cll{lital Outlay 25,795 17,203 17,75 1 25,395 27,025 
DebtService: Costoflssuancc l,33J 1,090 2,022 ___l.fil1 2842 

Total Expenditures $4,145,697 $3,913,044 $4,053,262 $4,155,534 $4,376,691 

Excess (Deficiency) of Revenues Over Expenditures 39,73!! 2662~2 264.072 36~,SIJ 412,527 

Other Financing Sources (Uses) 

Operating Transfers In $ 332,521 $ 299,510 $ 270,660 $ 307,458 $ 294,383 
Operating Transfer Out (471,401) (482,183) (486,336) (520,098) (534,263) 
Issuance of Long-Term Debt 11> 50,875 0 
Premium on Issuance of Long-Tenn Debt 2,92~ Q 
Total Other Financing Sources (Uses) (85,083) (182,673) (2 15,676) (212,640) (239,880) 

Net Change in l<Wld Btt.lancc (45,347) 83,574 48,396 152,1173 172,687 

Fund Balances, July 1 483,451 437,180 520,058 571,683 722,616 
(Decrease) Increase in Reserve for Inventories (924) (69(!) ---1lli (1,94Q) 228 

Fund Balances, June 30 L4J1~ .$ 520 058 s ~11.6.M L 12261~ t. s26,o_n 

(I) 

(2) 

Typically, any losses due to fair market valuation is netted out of interestt earnings. Losses were reported separately in z; iscal Year 20 12-13 
so as to avoid reporting neg-cltivc investment earnings. 
Represents judgment obligation bonds. 

Source: City of Los Angeles, Comprehensive Annual Financial Reports. 
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City's Budgetary Process 

The City's fiscal year extends from July 1 through June 30. Under the City Charter, the 
Mayor is required each year to submit to the Council a Proposed Budget by April 20. The 
Proposed Budget is based on the Mayor's budget priorities, and includes estimates of receipts 
from the City's various revenue sources. 

The Mayor's Proposed Budget is reviewed by the Council's Budget and Finance 
Committee, which reports its recommendations to the full Council. The Council is required by 
City Charter to adopt the Mayor's Proposed Budget, as modified by the Council, by June 1. The 
Mayor has five working days after adoption to approve or veto any items modified by the 
Council. The Council then has five working days to ovenide by a two-thirds vote any items 
vetoed by the Mayor. The City is not aware that it has ever failed to meet these City Charter 
deadlines. 

The City is required by law to maintain a balanced budget; however, in recent years 
expenditure growth has consistently outpaced revenue growth, creating a structural imbalance that 
was addressed on a year-by-year basis through both ongoing and one-time solutions. While the 
City's budget balancing attempted to address structural deficits through position elimination and 
increased employee retirement contributions, it also relied heavily on one-time solutions to close 
the budget gaps. These one-time solutions have included the receipt of revenues earmarked for 
specific purposes over a short period of time (e.g. grants), expenditure deferrals for capital 
improvements, the use of one-time revenues for ongoing programs, hiring freezes, and furloughs. 
Furthermore, even structural solutions such as the elimination of positions were not always based 
on a strategic plan that took into consideration the needs of depru.tments and whether the impacted 
services were core services of the City. Rather, vacant positions were targeted for elimination to 
achieve the highest savings possible with the least layoff impact. 

The Adopted Budget is subject to revision throughout the fiscal year to reflect any changes 
in revenue and expenditure projections. During the fiscal year, the City monitors its revenues, 
expenditures and reserve estimates. As instructed by the Mayor and Council, the City 
Administrative Officer issues interim financial status reports as deemed necessary, which 
recommend budgetary adjustments throughout the year. The third financial status report for Fiscal 
Year 2014-15, also referred to as the Mid-Year report, was released March 3, 2015. [Update for 
final] Additional information concerning the City's financial condition may be found on the 
website of the City Administrative Officer at http://cao.lacity.org/fin_rpts/; such information is not 
incorporated as part of this Official Statement. See "Fiscal Year 2014-15 Financial Status 
Reports," herein. 

The table below summarizes the gaps identified as part of the Mayor's Proposed Budget 
for the past five years, which were addressed in the balancing of the Adopted Budget, and gaps 
subsequently identified as part of the City's interim reporting process, which were addressed by 
vru.'ious actions throughout the year. Some of these interim actions were required to adjust for 
measures taken in the Adopted Budget that failed to generate projected savings; therefore, the two 
columns should not be totaled. 
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Table 13 
BUDGET DEFICITS ADDRESSED IN BUDGET AND THROUGH INTERIM ACTIONS 

($in millions) 

Fiscal Year 

201 (-12 
2012-13 
2013-14 
20l4-15 
2015-16(:!) 

Addressed in 
Adopted Budget<'> 

S336 
238 
216 
433 
450 

<1> As identified in the Mayor's Proposed Budget for each respective fiscal year. 
<2> .l\s of the date ot' the Mid-Year Financial Status Report for each respective fiscal year. 
CSl [Budget status] 

Source: City of Los Angeles, Office of the City Administrative Officer. 

Fiscal Year 2014-15 Adopted Budget 

Addressed Through 
Mid-Year Adjustment-;C2> 

$ 72 
7 

37 
[72j 
NA 

The 2013-14 Adopted Budget, including the General Fund and most special revenue 
funds, totaled $7.7 billion, a $439 million (6.1%) increase from the Fiscal Year 2012-13 Adopted 
Budget. General Fund revenues for Fiscal Year 2013-14 were estimated at $4.87 billion, a net 
increase of $316 million (7.0%) from the Fiscal Year 2012-13 Adopted Budget, and a net increase 
of $220 million (4.3%) from the Fiscal Year 2012-13 actual revenues. 

Fiscal Year 2014-15 Financial Status Reports 

The City issued (four] interim financial status reports during Fiscal Year 2014-15 (see 
"City's Budgetary Process," herein). In the most recent dated [Update for Year End Report to 
come] 

Fiscal Year 2015-16 {Proposed] Budget 

On April 15, 2015 the Mayor released his Proposed Budget for Fiscal Year 2015-16. The 
budget closed a projected gap of [$165MM in budget message/outlook, $450MM in table below.] 
In formulating the 2015-16 [Proposed] Budget, the Mayor [and Council] addressed this ($450] 
million gap, based on increases in estimated revenues from a growing economy and the 
application of certain one-time revenues to finance certain one-time expenditures. The folJowing 
table identifies the budget gaps originally reported in the Third Financial Status Report released 
on March 3, 2015 and in preparation of the Proposed Budget, and the measures taken to close the 
projected gaps. 
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Table 14 
CLOSING THE FISCAL VEAR 2015-16 BUDGET GAP 

($in millions) 

From Prior 2014-15 Outlook Fiscal Year 2015-16 Adopted Budget 
Revenue 
2014-15 Revenue Budget 
Less one-liruc 2014-15 Revenue 
2014-15 Base Revenue Budget 

Expenses 
2014-15 !:lase Expenses 
Obligatory 2015-16 Adjustments lO 2014-15 Base 

Expenses 
Add 2015-16 New Ongoing ExpellS(:S 
Add 2015-16 One-time Expenses 
2015-16 Total fapen.ses 

Total 2015-16 Expense Above Base 2014-15 Revenue 

Solutious 
Add 2015-16 Projected Ongoing Growth 
Add One-time 2015-16 Revenue 
Less Ongoing Reduction&Efficiencies 
Less On~time Reductions 
Solutions Iden lilied 

Solutions to be Determined (Gap) 

Ongoing Solutions 
One-time Solutions 
Unspecified Solutions 

SourC(: City of Los Angeles, Office of the City Adminhmtive Officer. 

$5,138 
_lli 
S4,9S2 

$5,138 
61 

94 

SS,293 

s 340 

$ 175 

$ 175 

$ lGS 

51% 
0% 
~ 
100% 

$5, 138 
_ill 

.54,952 

$5, 138 
58 

55 
_lli 
SS,420 

s 468 

$ 320 
138 

3 
_ _ 7 

$ 468 

s 

69% 
31% 
~ 

100"/o 

[While the 2015-16 Adopted Budget is balanced, there are some risks that may require 
mid-year adjustments. Employees represented by the largest civilian bargaining unit are working 
under the tenns of labor agreements that expired in June 2014; and the City is negotiating new 
agreements with labor organizations. The Fiscal Year 2015-16 Adopted Budget assumes that 
successor agreements will not provide compensation increases, and that all civilian employees 
will contribute 10% of the cost of health care premiums. If negotiations do not achieve these 
objectives, these increased costs will need to be addressed.] 

In anticipation that some of these risks will need to be addressed during 2015-16, the 
Adopted Budget includes additional funding of $67 million in the Unappropriated Balance, 
including $50 million as a Reserve for Liability Resolution and $17 million as a Reserve for Mid
y ear Adjustments. 

Funding shortfalls that required mid-year adjustments in 2014-15 and in prior years have 
been largely addressed in the 2015-16 Adopted Budget. Most significantly, funding for Police 
overtime has been increased to fully fund the anticipated 2015-16 need. The City, however 
continues to maintain a police overtime liability of $113 million (as of May 2, 2015) built in prior 
years as a result of underfunding this account and increasing the amount that could be banked by 
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Police Officers for future pay-out or compensative time off. The specific timing of paying down 
this bank is undesignated, but the 2015-16 Adopted budget includes $5 million to pay down a 
portion. 

Other prior year shortfalls have also been largely addressed. For example, funding for Fire 
Department staffmg has been increased and is estimated to be only $4 million short of the 
projected 2015-16 need. In addition, street repair and resurfacing funding has been increased to 
meet the amount required to achieve the City's 2,400 lane mile goal. 

[On May 26, 2015 the City Council adopted the Mayor's proposed budget with 
modifications totaling $14 million. On June _ , 2015 the Mayor signed the 2015-16 Adopted 
Budget as modified by the City Council.]The following table presents the Fiscal Year 2015-16 
[Adopted] Budget and the adopted budgets for the preceding fiscal years. These budgets include 
the General Fund and most special revenue funds, but exclude those operations not Wlder the 
direct control of the Council (i.e., Airports, Harbor, Water and Power departments, and the Los 
Angeles City Employees' Retirement and Fire and Police Pensions systems). 
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Reven11es 
General Fund 

Property Taxes <1> 

Property Tax - l:::x-CRA Tax Increment 
Other Taxes ()J 

Licenses, Pennits, Fees and Fine~ l'l 
lntergovernmcnlal <•> 
Other General Fund ()I 

Interest 
Total Gener-di fund llevcnue 

Special Purpose Funda 
Charges For Service~ and Operations l6l 
Transportation Funds (7) 

Intergovernmental <11 

Special Assessn1cnts ~'' 
Other Special llunds 
Available Balances 

Total Special Fund Revenue 
City Levy for Bond Redemption and Interest 
Total Receipts 

Appropriation~ by Funding Source 
General Fund 

Fire Department 
Police Deparunent 
Other Budgetary Dcpartmen!S 
Tax and Revenue Anticipation Notes <rni 
Capital Finance AdminiStrntion (• ll 
Human Resources Scnefits 
Other General Fund Appropriations 

Total General Fund 

Special Purpose Funds 
Budgetary Depanments 
Appropriations to Proprietary Departments 
Capital Jmprovement t1~penditurc Program 
Wastewater Special Purpose l'und 
Appropriation~ to Special Purpose Funds 

Total Special Funds 

Bond Redemption and Interest Funds 
General City Bonds 

Total (All Purposes) 

Table IS 
CITY OF LOS ANGELES ADOPTED BUDGET 

(ALL BUDGETED FUND T YPES) 

Adopled Budget 
2012-13 

$ l ,457,022,000 
48,600,000 

1 ,764,726,000 
970,757,118 
249,100,0llO 

49,777,000 
l Q ~l0.000 

W50492118 

$ 1,173,478,896 
325,540,467 

82,150,321 
91,856,801 

447,339,632 
410,782,42~ 

S~53!.148,!2li 
$ 164,475,~I 
S7246 ll6~ 

$ 34,972,700 
l ,221,043,234 
1,383,640,397 

860,620,300 
201,111,784 
592,508, 153 
256,595 550 

li550 492 1 l 6 

$ 869,794, 129 
77,718,048 

I 67,280,201 
448,973,67 1 
967,382.563 

$2 53! 148fil. 

$ 164,475 nl 
£.246 !J6 651 

Adopted Budget 
201 3-14 

$ J ,549,568,000 
55,434,000 

l ,896,692,000 
1,033,987,064 

253,000,000 
63,590,260 
14621 000 

$4,866 &22 lli 

$ l ,217,506,209 
322,539,834 
82,637,744 
81,894,536 

425,437,766 
227 9Q~.446 

$~ ~57 ~1.535 
$ 160 62~.451 

il6l!S 5jl2,3l!l 

$ 36,672,192 
1,266,367,842 
1,455,605,552 

955,905,263 
213,368,640 
600,430,000 
338 542 835 

M.866,1192,324 

$ 922,6 78,331 
83,472,204 

176,85:),922 
464,477,897 

1,(110437.181 
$2 657 921 535 

$ 160,695 45 I 
$7 §85 509 llil 

Adopted B udget 

Will 

$ 1,644,81 1,000 
48,023,000 

I, 958,030,000 
1,040,330,401 

261,000,000 
172,604,670 

13 491 000 
$5 138 290 Q1l 

$ l ,291,885,009 
335, 198,972 

80,068,557 
85,0 18,351 

460, 786,21 l 
sa2 806,097 

~2 Sl~.763,1 97 
$ 148.889,669 
SH.J~~~~2 

$ 37,379,7 13 
1,293,469,105 
1,560,073,548 
1,047,447,674 

218,722,586 
615, 138,9 !6 
366,058 529 

~138,290 02 1 

$ 908,106,365 
93,818,332 

199,725,825 
463,170,037 

1 170.942.638 
$2,835763121 

$ 148 889,669 
$8 122,942 937 

Adopted Budget 
~ 

$1,765,230,000 
52,580,000 

2,080,875,000 
l ,077,604,212 

275,300,000 
141,191,911 
17600,000 

~5 410 lBI 123 

$1,312,020,696 
331,549,770 

82,564,920 
98,396,818 

464,886,212 
745~6,6~2 

S2 034 6ss.QZ~ 
137,526 4(i~ 

~~666 

$ 37,298,797 
1,388,767,435 
1,676,323,072 
1,077,985,098 

214,208,074 
61 l ,491,371 
404.307,276 

ru10 38 1123 

$ 137,526 §68 
$8 582 562 66(,j 

t•I Property taxes include all categories of the City allocation of one percent property tax collection~ such a~ secured, unsecured, State replacement, 
redemptions and penalties, supplemental receipts and other adjustments and is net of refunds and County charges. Also included are propeity taxes 
remitted to the City as replacement reVl!nuc for both State v~hiclc License Fees and sales and use taxes. Sec "MAJOR GENERAL FUND RRVENlJE 
SOURCES" for a discus~ion of the State reallocation of revenues kno"'n as the "triple flip." 

(2) Other taxes include Utility Users' Tax, Business Tax, Sales Tax, Transient Occup11ncy Tax, Documentary Transfer Tax, Parking Use.rs' Tax, and 
Residential Development Tax. 

c3J Also includes State Vehicle License Fees, Parking Fines and Franchise Income. 
{4> Intergovernmental revenues include proprielllry department transfe.r:s. 
Cll Other General Fund receipts include grant receipts, tobacco settlement, transfers flom the Speciul Parking Revenue Fund, Telecommunications 

Development AccotJnt Fund, Reserve fund, and the Budget Stabili7.ation l'und. 
(6) Major revenue sources incltJde the Sewer Construction and Maintenance Fund, the Convention Center Revenue Fund, the Special Parking Revenue 

l'und, the Zoo Rntcrprise Fund, the Building and Safocy Fund, and refuse collection fee revenues. 
f7l Revenue sources include the Special Gas Tax Stroet Improvement Fund, the Proposition A Local l'ransit Improvement fund, and the l'Toposition C 

Anti-Gridlock Traosit Improvement Fund . 
CIJ Intergovernmental receipts include the Conununity Dewlopment Block Grant, the Local Public Safety Fund, and the Workforce Development Trust 

Fund. 
('J Includes the Street Lighting Maintenance Assessment Fund and the Stonnwater Pollution Abatement F'und. 
<10> A significant portion of the City's TRAN proceeds are used to prepay the annual contribution to the Cicy Employees' Retirement System and Fire and 

Police Pension System. The budget line item for TRAN repayment is primarily for principal for this portion of the program. and is made in lieu of direct 
appropriations for contributions to the two retirement systems. Sec "flNANCIAL OPERATIONS - Reliremcnt and Pension Systems," herein. Interest 
due on the TRAN is also included in this line item. 

<11> This fund is used to make lease payments on various lease revenue honds, certificates of participation and commercial paper notes. 

Source: City of Los Angeles, Office oflhe City Administrative Officer. 

A-23 



C:\Users\292812\Downloads\J\ppendix A-2015 _ v267(RefGOBs).docx 

General Fund Budget Outlook 

As part of its budget planning, the CAO prepares a multi-year Budget Outlook, based on 
the existing budget, known major future expenditure commitments and projections of other 
revenues and expenditures, to identify future budget challenges, including whether a budget gap 
is likely to occur. This planning tool helps the City identify potential budgetary pressures and 
allows for earlier implementation of budget adjustments, either through the annual budget 
process or through interim action. The Budget Outlook is updated in connection with the City's 
budget process and, at times, with its periodic financial status reports. 

[The City's most recent Budget Outlook, prepared in connection with the Fiscal Year 
2015-16 [Proposed] Budget, shows that the City would face a budget gap of$120 million in Fiscal 
Year 2016-17 and $83 million in Fiscal Year 2017-18 without corrective action. Based on the 
assumptions of the Budget Outlook, this deficit would be eliminated by 2018-19.] 

[To generate the small surplus of $2.6 million in 2018-19, the City will have to 
demonstrate a commitment to fiscal discipline. For example, the following is assumed: the size 
of the workforce will remain flat after 2014-15; no major increases to City services, which means 
that there will not be an opportunity to restore services that were reduced during the fiscal crisis 
unless their costs are offaet by new revenues or reductions in other services or costs; no further 
salary increases will be agreed to in the pending labor negotiations; all employees will contribute 
10% of the cost of their health care premiums on an ongoing basis; and, each year's sho1tfall will 
be solved by ongoing rather than one-time solutions.] 

[There are additional potential expenditures not included in the projected structural deficit 
that will make eliminating it difficult. The recent ruling by the City's Employee Relations Board 
challenging the validity of the new civilian pension tier, if sustained, would also increase future 
City costs. Also, if the Court of Appeals does not overturn the Writ issued against the City in the 
Fry case, the City would have to contribute additional monies to the Fire and Police Pension 
System. Other examples could include major court decisions or settlements, discussed elsewhere 
in this document or significant capital projects that are currently unknown but may arise and be 
necessary during the period of the outlook] 

The Budget Outlook is constantly changing, and does not include all potentiaJ revenues 
and expenditures. Even though budget deficits are currently projected, as they have been in prior 
years, these budgets must be balanced when enacted, as required by the City's Charter. The City 
generally accomplishes such balancing through a combination of revenue increases, expenditure 
reductions and transfers from reserves. 
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Table 16 
GENERAL FUND BL"DGET 01.7fLOOK 

($ in mi lliOll5) 

(Proposed] 
2015-16 2016-17 2017-18 2018-19 2019-20 

Estimated G~eral Fund R!:V!:OYe: 
General Fund Base m 
Revenue Growth <1> 

$5,138.3 $5,392.2 $5,388 .5 $5,530.4 $5,691 .8 

Property Related Taxes CJ) 121 .3 (47.8) 74.6 76.7 78.5 
Sales and Business Tuxes(•> 83.5 106.J 11.7 22.0 22.5 
Utility Users' Taxl'1 (4 .5) 10.I 10.4 16.5 11.l 
License, Permits and FeesC<ll 22.9 25.6 26.4 27.2 28.0 
Oilier Fees, Taxes and Transfers <'l 42.4 15.2 18.8 19.1 17.2 
SPRF Transfer (lll 25.9 (33.0) 
Transfer from the Budget S<abiliz11tion Fund~'' 
Transfer from Reserve Funct00> .Q1.j} _(SM) - - - - - - - -

Total Revenue SS,392.2 SS,388.5 $5,530.4 55,691.8 $5,849.1 

General /<imd Revenue increase (Decrease) % 4.9% ..(). / % 2.6% 2.9% 2.8% 
General Fund.Remme increase (Decre.asej S s 253.9 s (3.8) $ 141.9 $ 161.4 $ 157.3 

Estimated E:xpenditures: 
General Fund Base <11J $5,138.3 $5,392.2 $5,508.7 $5,613.6 $5,689.2 
Incremental Changes to Base: r•2> 

Employee Compensation Adjustments mi 99.8 75. & 68.l 59.4 68.5 
Other Sworn Compensation Adjustments \ H ) 32.0 
Police Sworn Overtime <1SJ 70.0 5.0 10.0 
City Employees Retirement System 061 2 1.2 10.3 (13.3) (I 1.4) (7.6) 
Fire and Police Pensions <16> 0.6 lS.S 10 8 (22.9) 11.9 
Workers Compensal:ion Benefits \l 7J (6.5) 13.3 4.9 7.8 11 .4 
Health, Dental and Other Benefits <lS) 1.6 33.7 40.9 44.0 47.9 
Debt Service <19> (4.S) (5.6) (2.9) (4.6) (14.0) 
Delete Resolution Authorities <20J (25.5) 
Add New and Continued Resolution Authorities 24.5 
Oelete Ono-Time Costs<2 ll (91.5) 
Add One-Time Costs 45.6 
Unappropriated Balance <22l (2 l.9) (84.7) 
New Facilities c2:1i 4 .00 (4.0) 
City Elections <1'l (16.7) 16.7 ( 16.7) lO.O 
CIEP - Municipal Facilities 125

' 2.6 (3. 7) 
ClliP - Sidewalks (lG) 10.2 15.0 
ClEJ> - Pavement Preservation CZ7> 6.8 29.3 3.2 3.3 3.3 
Appropriation to the Rese.tve Fund<n> 
Appropriation to the Budget Stabili:r.ation fund mi 6.0 
Net - Other Additions and Deletionsc:i"> ~ --- - -- - - -

Subtotal Expenditures SS,392.2 $5,508.7 SS,613.6 SS,689.2 SS,820.6 

Expendilw-e Grawth (Reduction) % 4.9% 2.2% J.9% 1.3% 2.3% 
Erpenditure Growth (Reduction) $ 253.9 116.4 105.0 75. 6 131.4 

TOTAL BUDGET G.u>l3'> !___: $ (120.2) s (83.l) !.._M ~ 

incremental Jnctease(Decreasej % in Gap -30.8% -103-2% 978.6% 
Incremental lncrease(Decrease) $in Gap (120.2) 37.0 85.9 25.9 

Rcnnue: 
m General f und (CW) Base: The revenue base for each year represents the prior year's estimated revenues. 
C
2J Revenue Growth: Revenue projections reflec t the consensus of economists consulted by the City that economic recovery will continue and 

individual economically-sensitive revenues may grow up to eight percenl The amounts represent projected incremental change to the base. 
Any one-time receipts are deducted from the estimated revenue growth for the following fiscal year. 
The total projected revenue assumes above average growth in 2015-16 11ttributed to onc·time transfers and average growth thereafter .. 

OJ Property tax growth is projected at 5.05 percent for 2015-16, tapering to average grov.1h for subsequent fiscal years. A decrease is expected in 
2016-17 with the discontinued disburserncnt of .~ales tax replacement revenue with the conclusion of the state "triple flip" methodology. 
Documentary Transfer and Residential Development Taxes are volatile revenues and have reulizcd large increases in recent years following 
large dwlincs. Moderate growth for outgoing years is assumed with the project.ed improvement in the local real estate market. 

c•i Business tax is projeet1:d to experience average growth tempered by the phased in reduction to the top business tax rate from 201 5-16 through 
20 17·18. Sales tax gr0\\1h through 2016-17 is based on available economic forecasts. Outgoing year.; reflect average groMh. The impact of 
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·rablc 16 
GENERAL FlJNr> BUDGET OV'fLOOK 

(S in millions) 

the restoration of the full one percent 8alcs tax rate as a result of the end to the state "triple" tlip" methodology will straddle two fiscal years. 
As sales tax replacement revenue will aliio continue for the first fiscal year of the restoration, a $37.8 million one-time boosl to sales tax 
receipts will be realiz.ed. 

<SJ Electric users' tax assumes increased growth consistent with prior history. Growth in gas users' tax revenue is based on natural gas prices 
detennined by the fulurcs market. The decline in communication users' tax revenue is projected to slow with the implementation of ADl 717 
in 2016-17 which is expected lo recover lost CUT revenue from the prepaid wireless market. Additional revenue will be realized in 2018-19 
with the conclusion of a settlement credits provided to a telccom company. 

CGJ The projected revenue growth in this category is dependent on policy decisions to in~asc departmental fees and collect full overhead cost 
reimbursements. The assumed three percent growth is within range of the historical average. For 2015-16, reimbursements to the General 
Fund are based on the most recent Cost Allocation Plan published by the Controller. 

l'J Increases in 2015-16 reflect growth in the Transient Occupancy Tax, Parking User; Tax, and the Power Revenue Transfer. The: Power 
Revenue Transfer is budgeted at $273 million for 2015-16 with no anticipated grov.1h tl1ereaftcr. In outgoing years, modest grov.th is 
assumed in the tax revenues. 

00 Revenue from the Special Parking Revenue Fund (SPRF) represents the projected surplus that may be available to transfer to the General 
Fund after accounting for debt service and other expenditures associated with the maintenance, upgrades, and repairs of packing ~1rUctures, 
meters and related assets. A base-level surplus of about $23.5 million is projected in 2015-16 which reflects a $3 million increase from the 
previously assumed base-level of $20. 5 million. Any amounts above this are considered one-time receipts and deducted from the c.~timatcd 
revenue growth tor the following fiscal year. 

19> Transfers from the Budget Stabilization Fund (BS!-) are subject to l:lll available balance in the BSF and to restrictions set forth in the BSF 
ordinance. DSF transfers are considered one-time receipt.s and are deducted from the estimated revenue growth for the following fiscal year. 
No transfers from the DSF are asswncd. 

<10> The transfer from the Reserve Fund in 2015-16 of $80 million is a reduction of $37.5 million from the transfer included in the 2014-15 
Budget The 2015-16 Reserve Fund balance is 5.65 percent after the transfer. 

Estimated General .Fund Expenditures! 
<11l Estimated Expenditure General .Fund Base: Using the 2014-15 General Fund budget as the baseline year, the General Fund base is the "Total 

Obligatory and Potentiw Expenditures" carried over to the following fiscal year. 
C12J Tiu: 2015-16 incremental changes reflect funding adjustments to the prior Jiscal year General Fund budget. The Four-Year Outlook 

expenditures included fur subsequent years are limited to those obligatory and major expenses known at this time and are subject to change. 
Amounts represent projected incremental changes to the base. 

<n> Employee Compensation Adjustments: This line includes salary step adjustments and full funding for partially financed positions from the prior 
year. The Four-Year Outlook refi1:4,iS existing labor agreements and Memoranda of Understanding ("MOUs") with City bargaining units 
including the agreement with the Police Protective Leagut: which is ponding linal Council approval. 

C1.ti Other Sworn Compensation Adjustment: This line includes increases of $32 milllon in costs for fire Ovenime Consta11t Staffing in 2015-16 
which are considered tu be ongoing. 

l UJ Police Sworn Overtime: For 2015-16, it is assumed that the City will fund Police Sworn Overtime at $85 million, increase to $90 million in 
2016-17, and further increase to $100 million by 2017-!8. The forecast assumes th& these expenditures will be ongoing. 

1
16

' City Employment Retirement System ("LACERS") and Fire & Police Pensions ("Pensions"): The contributions are based on information 
commissioned or requested by the CAO from the departments' actuaries and include I.he employee compensation udjusanenl assumptions 
noted above. The LACERS contribution rate is a combination of the Tier 1 and Tier 2 rates, and Tier 2 payroll assumptions. The amounts 
reflected in the Four-Year Outlook (eprcsent incremental changes. 

Table l 
I ..ACERS and Pensions 

Assumptions I I 2015-16 I 2016-17 I 2011-1s r 2018-19 I 2019-20 
LACERS 
6130'" Investment Returns I I 7.50% I 7.50% I 7.50% I 7.50% I 7.50% 
Combined Contribution Rate I I 28.26% I 27.49"/o I 26.2Wo I 25.ro% I 23.92% 

Pensions 
6/30"' Investment Returns I I 7.50% I 7.50% I 7.50% I 7.50% I 7.50% 
Combined Contribution Rate I I 46.51% I 45.56% I 44.60% I 41.85% I 41.46% 

<17l Workers' Compensation Benefits {WC): The prujectioo is based on u March 2015 actuwial analysis tJ1at projects annual medical inflation of 
seven percent and a two percent annual cost increase in pennanent disability costs. The analysis projects no impact of SB863 legislation on 
future costs. The State Assessment J'ce ofS7.5 million is not projected to decrea:;e. A small decrease is assumed in 2015-16 based on recent 
trends. Projections for 2016-17 nnd beyond are based solely 011 actuarial llllalysis. 

<13> Health and Dental Benefits: The projection assumes that all civilian employees will contribute ten percent towards the cost of the City
sponsored health plan on January 1, 2016 and that these savings will be ongoing. Police and Fire health benefits are historically higher due to 
subsidy increases and the type and level of coverage elected by sworn employees. Civilian enrollment projections are based on zero peccenl 
growth after 2015-16. Police and Fire enrollment projec.tions are based on one percent growth. It is anticipated that federal health cal'C refom1 
laws will continue to impact health plan costs and it is projected tl1at the Cadillac Tax provision will increase costs by $624,000 in 2017 -2018 
with costs increasing to .$3.3 million by 2019-20. Projections fur 2016-17 and beyond are based solely on a~tuarial analysis. 

(19) Debt Service: The debt service amounts include Capital finance and Judgment Obligation Bond budgets. 
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Table 16 
GENERAL FUND BUDGET OUTLOOK 

($ in millions) 

(20) Resolution Aulhorities: The deletion line reflects the practice of deleting positions that arc limited-term and temporary in nature each year. 
Funding for these positions is reviewed on a case-by-case basis and renewed if appropriate. Continui:d or new (esolution positions arc 
included in the "Add New and Continued Resolution Authorities" line. Funding is continued in subsequent years to provide a placeholder for 
continuation ot' resolution authority positions for various programs and incorporated into the beginning General Fund base of .subsequent 
years. 

(ZlJ One-time Costs: The deletion line reflects the practice of deleting programs and costs that ere limitcd-tenn md temporary in namre each year. 
Funding for these programs and expenses is reviewed on a case-by-case basis and continued if appropriate. Continued and new funding is 
included in the "Add One-Time Costs" line. Funding is continued in subsequcnl years to provide a placeholder for continuation of equipment 
and other one-time expenses incurred annually and incorporated into tl1e beginning General Fund base of subsequent years. 

(U> Unappropriated Balance (US): One-ti.me Ul:l items are eliminated and ongoing items are continued the following yell!' to provide a 
placeholder for vurious ongoing and/or contingency requirements in the future. Included in the lJB for 2015-16 is a reserve for liability 
resolution ($50 million) and a reserve for mid-year adjustmenlS ($10 million). 

(2
3> New Facilities: l'unding projections are bll.Sed on prellminary departmental estimates far ongoing staffing and expenses. Cost increases in 

2015-16 arc attributed to thi: opening of the new Metro Division, Nor1heast Area Station, and Training Division facilities. 
<2•> Elections: Funding for elections is provided bi-annually. Effective 2020, Charter Amendment 1 changed the City's election dates from March 

and Mey of odd-numbered yems to June and November of even-numbered years, to make City election dates align with federal and State 
elections. No elections will be held in 2018-19. The amount estimated for 2019-20 includes the estimated cost for a June 2020 primary 
election only. The November 2020 general election will be budgeted separately in the following fiscal year. 

<151 Capital Improvement Expenditure Program (CIEP): The 2015-16 Proposed Budget increases funding for municipal facilities related capital 
projects by $2.6 million from the prior year for a total of $1223 million. Some of these project expenditures are one-time and deleted in 
2016-17. 

<26J CCEP-Sidewalk: Pwsunnt to the pending settlement in the ca~e of Willits v. City of Los Angeles, the City is responsible to invest $31 million 
annually for sidewalk improvements for the ncx't 30 years, with adjustments of 1 S.3 percent every 5 years to account for inflation w1d 
material price increases. Thi: $10.2 million in 2015-16 ts the Gencm.I Fund appropriation required to meet the full $31 million investment. 
The 2016-17 increase of $15 million reflects the assumption that the General Fund portion will be $25.2 million annually beginning in 2016-
17 and through the end of this Outlook, with the balance of the investment covered by other sources of funds. 

<m CIEP-Pavement Preservation Program: Total Pavement Preservation Program funding in 2015-16 is $157 million from various sources of 
funds to repair 2,400 lane miles. Funding for 2015-1 6 is included in the deportments' budgets and $12 million is sel aside in the UB. The 
$6.8 million increase shovm for ZO 15-l 6 is attributed to Departmenl of Transportltion expenses. It is assumed that the program will be 
continued through 2019-20 at 2,400 lane miles per year. To meet this level in 2016-17, an additional $29.3 million will be required. This 
shortfall will increase by approximately $3 million annually in subsequent years. 

128
' Appropriation lo the Reserve J:.'und: In certain years, a General Fund appropriation to the Reserve 'Fund ha~ been budgeted to strengthen the 

status of the Reserve Fund. The CAO recommends increasing the combined balances ot' the Rcseive Fund and the Budget Stabilization Fund 
to ten percent of budgeted General l'und revenues. 

12•> Appropriation to the Budget Stabilization Fund (BSF}: Per the policy, if the combined annual growth for seven General Fund tax revenue 
sources exceeds 3.4 percent for a given year, the excess shall be deposited into the BSF. ·nie appropriation may be reduced (1) to maintain 
the Reserve J'und at five percent; (2) to comply with the City's CfF.P policy; (3) if a fiscal emergency is declared; or (4) the policy is 
suspended by the City Council and the Mayor. For 2015-16, an appropriation to the BSF of $61 million is required. However, to comply 
with the CIEP policy, lhe approprialion to I.he liSF for2015-16 wus reduced to $6 million. 

130) Net - Other Additions and Deletions: The 2015-16 amount includes on.going changes and new regular positions added to the base budget. 
Among the significant increases are appropriations of$19.9 million increase to General City Purposes, $5 million to the Affordable Housing 
Trust Fund (an additional $5 million one-time appropriation is included in the Add One-Time Costs line), S 1.7 million to the Art and Cultural 
Facilities Fund, $8.8 million to the Recreation and Parks Fund, $8.2 million to the Library Fund, and $6 million to Liability Claims. TIJe 
remaining ballll'lce reflect.s new and increased ongoing costs to a variety of departmental programs. 

<
31l Total Budget Gap: The Total Budget Gap rdlects lhe projected Surplus (Deficit) in each fiscnl year included in the Outlook 

Source: City of Los Angele.s, Office of the City Administrative Officer. 

GAAP-Based Fund Balance 

The Government Accounting Standards Board ("GASB") provided new guidance for the 
presentation of fund balance in the General Fund and other governmental funds, effective with 
financial statements for periods beginning after June 15, 2010. G ASB Statement No. 54 provided 
a new hierarchy of fund balance classifications. A description of the new classifications appears 
in ''Note 1 (E) Assets, Liabilities, Deferred Outflows/Inflows of Resources, and Net Position or 
Equity," in the City' s CAFR for the Fiscal Year Ended June 30, 2014. The table below restates 
the historical fund balances for the General Fund for Fiscal Year 2009-10 under this new 
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hierarchy. A restatement beginning in Fiscal Year 2004-05 can be found in the Statistical Section 
of the CAFR. 

NonspendabJe<•J 
RestrictcdCl> 
Assigned°' 
Unassigned<•> 

Tohil rund Dalance 

$ 

Table 17 
GASB 54 GENERAL FUND BALANCE 

For Fiscal Years Ending June 30 
($in thousands) 

2010 2Q1l 2.2.!l 

29,771 $ 26,299 $ 31 ,134 

182,835 239,877 267,645 
...m.IB. _1ill_~ ~ 
$437,180 $520,058 $ 571,684 

<1> Includes inventories and certain advances to other funds . 

lQll WM 

$ 43, 115 $ 43,146 
69,712 

242,643 230,717 
367.146 ...fil12QS 

$722,616 $896,071 

12l In Fiscal Year ending June 30, 2013, tbis represents th\! City's Budget Stabili;111tion Fund. This fund was reported as part of the Unassigned 
Fund Balance in all other years. 

<3> lncludcs encwnbrances, various revolving funds, and certain net receivables. 
1•l Primarily consists of the City's reser1e fund and, except for FY 2013, the Budget Slabilization Fund. 

Source: City of Los Angeles. Comprehensive Annual Financial Report for the Fiscal Year Ended June 30, 2014. 

Budgetary Reserves and Contingencies 

The City maintains a Reserve Fund, which was created by the Charter. The City may 
transfer moneys from the Reserve Fund as part of the Adopted Budget or throughout the fiscal 
year for appropriation, or may transfer funds from the Reserve Fund as a loan to other funds. 
The City also transfers moneys to the Reserve Fund from time to time throughout the year. All 
unencumbered cash amounts in the General Fund revert to the Reserve Fund at the end of the 
fiscal year; some of those funds will be reappropriated at the beginning of the following fiscal 
year (primarily for General Fund capital projects). 

In March, 2011, voters approved a provision in the City's Charter to formalize financial 
policies previously adopted by the Mayor and Council and established a minimum balance equal 
to 2.75% of General Fund revenue that must be kept in reserves for emergencies. The measure 
amended Section 302 of the Charter to require the Reserve Fund accounts described below. 

The Reserve Fund is composed of two accounts-a Contingency Reserve Account and an 
Emergency Reserve Account. Amounts in the Emergency Re~erve Account, representing 2.75% 
of General Fund revenues, are restricted for funding an ''urgent economic necessity" upon a 
finding by the Mayor and Council of such necessity and to be replenished in the subsequent 
fiscal year except in the case of a catastrophe. The balance of the available Reserve Fund is 
allocated to the Contingency Reserve Account, and is available to address unexpected 
expenditures relating to existing programs or revenue shortfalls upon authorization by the Mayor 
and City Council. The Reserve Fund was reported as part of the Unreserved General Fund fund 
balance in the City's Financial Statements through Fiscal Year 2009-10. Beginning with Fiscal 
Year 20 I 0-11 and the implementation of GASB 54, the Reserve Fund is reported as part of the 
Unassigned Fund Balance. See "BUDGET AND FINANCIAL OPERATIONS-GAAP
Based Fund Balance," above. 
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In addition, the City budgets a number of other funds that can be used to finance 
contingencies as they arise, the most important of which are the Budget Stabilization Fund and 
the Unappropriated Balance. 

The City created the Budget Stabilization Fund for the purpose of setting aside money 
during periods of robust economic growth or when revenue projections are exceeded, to help 
smooth out years when revenue is stagnant or is in decline. According to the ordinance creating 
the fund, revenue growth in excess of 3.4% of the total of seven economically sensitive general 
fund tax revenue sources (property, utility users' , business, sales, transient occupancy, 
documentary transfer, and parking users') is to be deposited into the fund. The balance as of 
July 1, 2015 is projected to be $91.9 million. In connection with the Fiscal Year 2015-16 
[Proposed Budget, the Mayor has proposed] that $55 million that would have been transferred to 
the Fund be appropriated instead for streets, sidewalks, and other infrastructure needs capital 
projects, which is consistent with the Fund ordinance. 

The Unappropriated Balance was created by the Charter, which requires that an amount 
be included in the Budget to be available for appropriations later in the fiscal year to meet 
contingencies as they arise. The following table summarizes allocations to and from this fund 
over the past five years. 

Appropriated in Adopted Budget 
Reappropriations and Transfers ln 
Total Availllblc 
Transfer Out 

Ending Balance 

Table 18 
UNAPPROPRIATED BALANCE 
For Fiscal Years .Ending June 30 

($in thousands) 

W.l:U Wl:U ~ 

21,679,0()0 27,482,000 83,.940,000 
11 Q,2J4.2J6 J J,8~2J40 l ~,688,~00 

132,613,236 4! ,344,340 99,628,400 
(I I 0,411,668) (21,494,764} (89,401,789) 

22,201,568 19,849,576 10,226,611 

Source: City of Los Angeles, Office of the City Administrative Officer. 
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Estimated 
2ill:!i ~ 

117,268,7 17 I 03,622,801 
J~.{!9~.257 

151,963,674 103,622,801 
(137,405,411) 

14,558,263 
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Appropriatious 
Equipment, Expenses & Improvements 
Reserve for Liability Resolution 
Reserve for Mid-Year Adjusunents 
Firefighter Hiring 
Payment Preservation 
Other 
Total 

Sources of Funds 
General Fund 
Other 
Total 

Table 19 
UNAPPROPRIATED BALANCE 

Fiscal Year 2015-16 Adopted Budget 
($ in thousands) 

$ 3.6 
50.0 
10.0 
4.5 

12.5 
~ 

$94.8 

$92.1 
..1:I.. 

$94.8 

Source: City of Los Angeles, Office of the City Administrntivc Officer. 

The table below contains a five-year history of the City's Reserve Fund balances, as well 
as the balance in the Budget Stabilization Fund and the certain accounts related to contingencies 
in the Unappropriated Balance as of July 1. This balance is reported as of the beginning of the 
fiscal year in order to avoid overstating the balance as a result of year-end reversions, many of 
which are re appropriated as of July 1, and to account for any transfers made as part of an 
Adopted Budget. The Controller prepares an annual Preliminary Financial Report on the City's 
financial operations, which includes an update on the Reserve Fund balance as of the beginning 
of the fiscal year. This report is typically released by October. 

Table20 
BUDGET ARY RESERVES 

As of July 1" of the Fiscal Year 
($ in millions) 

Estimated Proposed 
2011-12- 2012-13 2013-14 2014-15 2015-16 

Emergency Reserve $ 120.6 $ 125. l $ 133.8 $ 141.3 $ 148.8 
Contingency Reserve _filU __!DU! --12.U ___lli.1 __JM,& 
Total Reserve Fund $ 200.7 $ 233.1 $ 326.7 $ 383.0 $ 313.4 

Budget Stabilization Fimd 0.5 0.5 61.5 64.1 91.9 
Reserve for Economic Uncertainlies<1> 0 0 21.0 20.7 0 
Reserve fur Li11bi1ity R.esolution<1> 0 0 0 0 50.0 
.B.eserv!;l for Mi~-Year Adjust!!ljl[!ts <1> __Q __ o __ o __ o __lL.Q 
Total Budgetary Reserves $201.2 $233.6 $409.2 $467.8 $472.3 

!:ludgeted General Fund Revenues $4,385.7 $4,550.5 $4,866.9 $5,1383 $5,410.4 

% of General Fund Revenues 4.6% 5.1% 8.4% 9.1% 8.73 

(I) Budget accounl within lhe llnappropriated Balance. 

Source: City of Los Angeles, Office of the City Administrative Officer. 
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Financial Management Policies 

The City has adopted comprehensive "Financial Policies for the City of Los Angeles." 
These include a Reserve Fund policy setting forth the goal that the City maintain a budget-based 
Reserve Fund of 5% of General Fund revenues. The City's Reserve Fund policy addresses 
budget-based reserves, and does not set specific goals for GAAP-based year-end fund balances. 

Other fiscal policies govern the use of the City's Budget Stabilization Fund, and require 
that one-time revenues only be used for one-time expenditures. The Fiscal Year 2015-16 
Proposed Budget exceeds this one-to-one ratio by matching one-time revenues totaling $138 
million against one-time expenditures of $169 million. The largest contributors to the list of one
time revenues are a transfer from the Reserve Fund Transfer ($60 million), a surplus transfer 
from the Special Parking Revenue Fund in excess of the normal annual transfer ($33 million), 
and an infusion of sales tax tied to the elimination of the State's "triple flip" methodology for 
allocating sales and property taxes ($37 million). (See MAJOR GENERAL FUND REVENUE 
SOURCES -Property Taxes, below.) 

The Financial Policies also call for the City to annually budget 1 % of General Fund 
revenue to fund capital or infrastructure improvements. The Fiscal Year 2014-15 [Proposed] 
Budget includes $74.7 million in appropriations for infrastructure, representing 1.38%. 

These Financial Policies, available on the City's website, 
http://cao.lacity.org/Debt_Mgmt/index.htm, are subject to change, and are not incorporated as 
part of this Official Statement. 

Risk Retention Program 

Because of its size and its financial capacity, the City has long followed the practice of 
directly assuming most insurable risks without procuring commercial insurance policies. The 
extent and variety of City exposure is such that the cost of the premiums outweighs the benefits 
of such coverage. The City administers, adjusts, settles, defends and pays claims from budgeted 
resources. The City is self-insured for workers' compensation as permitted under State law. The 
City procures commercial insurance when required by bond or lease financing covenants and for 
other limited purposes. 

The Citis CAFR provides estimates of potential liabilities. As of June 30, 2014, as 
reported in the City's CAFR (Note 4 (0): Risk Management-Estimated Claims and Judgments 
Payable), the City estimated the amount of tort and non-tort liabilities to be probable of occurring 
as of June 30, 2014 at approximately $956.l million. Of this amount, approximately $131.5 
mi1lion was estimated to be payable in Fiscal Year 2014-15 out of General and special funds. In 
addition the City Attorney also estimated that certain pending lawsuits and claims have a 
reasonable possibility of resulting in additional General Fund liability totaling $505.8 million. 
See "LITIGATION" herein for an update on certain litigation as of the date of the official 
statement. 

The City generally does not maintain earthquake insurance coverage. Instead, the City 
relies on its general reserves as well as the expectation that funds will be available from the 
Federal Emergency Management Agency ("FEMA ") to manage earthquake and other major 
natural disaster risk. The City has received a waiver from the requirement under federal law that 
it acquire earthquake insurance on facilities that were the beneficiaries of prior FEMA grants. 
There is no guarantee that sufficient City reserves or FEMA assistance would be available in the 
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event of a natural disaster. See "HISTORIC, ECONOMIC AND DEMOGRAPIDC 
INFORMATION-Seismic Considerations," herein. 

Funds are budgeted annually to provide for claims and other liabilities based both on the 
City~s historical record of payments and an evaluation of known or anticipated claims. The 
Fiscal Year 2015-16 Proposed Budget allocates additional funding in the Unappropriated 
Balance for this purpose. (See "BUDGET AND FINANCIAL OPERATIONS-Budgetary 
Reserves and Contingencies,'' above.) From time to time, the City may issue judgment 
obligation bonds to finance larger judgments or settlements, as it did in Fiscal Year 2008-09 and 
Fiscal Year 2009-10. See "BONDED AND OTHER OBLIGATIONS-Judgment Obligation 
Bonds," herein. 

( I ) 

(l) 

The City's recent General Fund claims payment experience is listed in the table below. 

Fisca) Year 
2011-12 
2012-13 
2013-14 
2014-1 s 
2015-16 (Proposed) 

Table21 
LIABILITY CLAIMS PAID (I) 

(S io millions) 

Budget 
$47.9 

47.9 
47.9 
47.9 
53.9 

Claims Paid 
$49.1 

55.6 
55.6 
69.2(2) 

NA 

Does nOt include Workers' Compensation claims paid by the City; see Table 34. Also does not include claims paid in connection with 
Fair T,abor Standards Acl disputes and other labor matters, whicli arc paid out of departmental operating budgets. 
Estimated. 

Source: City of Los AJ1geles, Office of the City Administrative Officer. 
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Workers' Compensation, Employee Health Care and Other Human Resources Benefits 

The City appropriates funds to a Human Resources Benefits FlUld to account for various 
programs to provide benefits to its employees, in addition to retirement and other post
employment benefits as described below. The Fund is administered by the Personnel 
Department, and does not account for retirement or other post-employment benefits. Total 
benefits expenditures are shown in the following table. 

Table22 
HUMAN RESOURCES BENEF1Ts<1l 

($ iu thousands) 

Estimated [Proposed} 
201 l-12 20 12-13 2013-14 W.i:ll 2015-16 

WorkCt"S' Compensation/Rehabilitation $157,802 $156,033 $149,886 $161,500 $165,000 
Contractual Strviccs 14,242 20,690 21,730 26,480 26,480 
Civilian FLEX Program!).) 199,042 209,450 225,135 227,017 228,393 
Supplemental Civilian Union Benctits 4,177 4,249 3,940 4,094 4,016 
Police Health and Welfare f>rogram 117,732 122,850 124,360 129,359 134,412 
Fire Health and Welfare Program 42,977 43,900 45, 180 46,437 47,548 
Unemployment Insurance 6,499 4,040 4,678 5,000 5,000 
Employee Assistance Program I 089 ~ ---1m ~ ---1.ID 
Total .$.ID.S@ ~2598 ~ ~ $612 .fQ2 

llJ Cash basis. 
<2> Reflects all civilian health, dental, union supplemental benefit and life insurance subsidies. 

Source: Cit)' of Los Angeles, Office of the City Administrarivc Officer. 

Labor Relations 

In 1971, the City adopted an employee relations ordinance under the provisions of the 
Meyers-Milias-Brown Act ("MMBA"). Under the MMBA, management must bargain with 
recognized employee organizations on terms and conditions of employment, including wages, 
hours, and other working conditions. The CAO is the formal management representative on 
employee relations matters, representing the Mayor and Council in negotiations with bargaining 
units. The CAO receives direction from the Executive Employee Relations Committee 
("EERC"), consisting of the Mayor, the President of the Council, the President Pro-Tempore of 
the Council and the chairpersons of the Council's Budget and Finance and Personnel and Animal 
Welfare Committees. Formal Memoranda of Understanding ("MOUs") are executed between 
the City and the bargaining units incorporating the negotiated wages and working conditions. 

There are 41 individual MOUs, representing about 34,700 full-time City employees 
(these bargaining units include employees of the Airport and Harbor departments, but exclude 
DWP employees). The 41 MOUs are represented by 25 labor unions/employee associations and 
about 800 employees are not represented. Employees that are members of the Los Angeles City 
Employees' Retirement System ("LACERS") are considered to be "civilian" employees. 
Employees that are members of the City of Los Angeles Fire and Police Pension Plan ("FPPP") 
are considered to be "sworn" or "safety" employees. 
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Over the last several fiscal years, the CAO, at the direction of the EERC, has worked 
with labor unions to reduce the City's labor expenses by reducing the workforce through an 
Early Retirement Incentive Program ("ERlP"), reducing working hours for civilians (e.g., unpaid 
holidays), deterring or eliminating cost-of-living adjustments, reducing or eliminating cash 
overtime, changing active civilian employee healthcare benefits, and refonning its pension plans, 
including retiree healthcare benefits. During this time, the City also eliminated :funded positions, 
transferred hundreds of employees into vacant non-General Fund positions, implemented 
furloughs on City civilian workers and executed layoffs. The City's adopted authorized staffing 
level for Fiscal Year2014-15 was 31,875, well belowitspeakof37,173 in Fiscal Year2007-08. 
The Fiscal Year 2015-16 Proposed Budget calls for a staffing level of 32,562, representing a 
2.2% increase. 

To offset the increasing costs associated with health insurance for active employees, 
several bargaining units have agreed to have their members pay a portion of their monthly health 
care premium. Effective January 2015, a total of 12 bargaining units will be contributing I 0% of 
the health care premium and one bargaining unit will be contributing 5%. These bargaining units 
represent about a quarter of the City's workforce. 

In addition, the City has implemented significant reductions to its expenditures related to 
sworn employees. In March 2011, voters approved a Charter amendment for a new sworn 
pension tier that is anticipated to provide savings over the next 10 years. The City estimates that 
by Fiscal Year 2018-19, approximately 25 percent of new personnel will be emolled in the new 
tier. Multi-year agreements reached with the Los Angeles Police Protective League, representing 
approximately 9,718 sworn employees, and with the United Firefighters of Los Angeles City, 
representing 3,085 sworn employees, expired in June 2014. Those agreements provided salary 
increases in Fiscal Years 2012-13 and 2013-14 (as shown on the table below) in addition to an 
agreement which gave members the option to contribute an additional 2% of salary (post-tax) 
toward vesting their current retiree health benefit and any future increases; approximately 71 % 
of the eligible sworn workforce (representing 64% of the total sworn workforce) elected to make 
this contribution. Those who did not choose to make the additional contribution had their subsidy 
level frozen at the rate in effect as of July I , 2011. On September 5, 2014, the Los Angeles 
County Superior Court issued a Writ in response to a challenge to the new retiree health benefit 
funding formula (Fry, et al. v. City of Los Angeles), ruling that the petitioners have a vested right 
to a "non-frozen" health subsidy in retirement. Jn response, the City filed a Notice of Appeal on 
October 29, 2014, and a Verified Petition for Writ of Mandate and Request for Immediate Stay 
on November 3, 2014. The Court of Appeals granted a stay on the September 5, 2014 Writ ruling 
on November 12, 2014. This matter is under appeal. See "LITIGATION," below. 

The City Council adopted a new civilian retirement tier, which applies to all employees 
hired on or after July 1, 2013. The new tier was designed to reduce the City's future pension 
costs by increasing the normal retirement age from 55 to 65, and making various other changes 
to reduce costs. The City estimates savings from the new tier of $4 mi1lion for Fiscal Years 
2013-14 and 2014-15 (inclusive of savings to the Harbor and Airports departments). The new 
civilian retirement tier was estimated to result in a five-year savings of $30 million to $70 
million, a 10-year savings of $169 million to $309 million, and a 30-year savings of $3.9 billion 
to $4.3 billion. On July 28, 2014, the City Employee Relations Board ruled that the City's action 
in creating the new civilian retirement tier was illegal because the City did not meet and confer 
with labor representatives on the matter. The Board ordered that the City rescind the 
implementation of the new retirement tier. The City is considering its options in response to the 
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decision, including appealing the ruling in State court. At this time, the new tier still remains in 
effect. See "Pension and Retirement Systems-Los Angeles City Employees' Retirement 
System ("LACERS")," below. 

The following table summarizes the membership and status of the largest unions and 
employee associations. Over 85% of the City's employees' contracts expired on June 30, 2014. 
After an MOU expires, the terms continue to be observed during negotiations of a new contract 
unless a provision has a specific tennination date. 

Organization 

Los Angeles Police 
Protective League 

Uniced Firefiglltcrs of l.-0s 
Angeles City 

Coalition of Los Angeles 
City Unionsm 

Engineers and Architects 
Association 

Service &nployces 
International Union - Units 

8 & 17 

Municipal Construction 
Inspectors Association 

(MCIA) 

Table 23 
STATUS OF LABOR CONTRACTS 

LARGEST EMPLOYEE ORGANJZA TIONS 
(As of April 1, 2015) 

Auchorizcd Number of Number of 
l'ull-Tirne Employees Bargaining 

Representcdm Units 

9,718 

3,085 

13,174 16 

4,395 4 

1,735 2 

815 

Status of Memorandum 
of Understanding 

Contract expired 6/30/14 

C<mtract expires 6130/16 

--- ·----

Co.qt of Living AdjustmentlZJ 

!%on 7/1/12 
2%on l/ l/13 
1% on 7/1113 
1% on 11/1113 
2%on3/l/14 

2% on 6128/15 

C.Ontracts expired 6130/14 3% on 7/1/10 
2.75% on 1/1/l l 

.75% on 7/1/J 1 
32 hour:> time-off in lieu of compen~tion 

(12/11) 
3.75% on 7/1/12 

32 hours time-off in lieu or compensation 
(12//l 2) 

l.75% deferral recovery on 7/l/!3 
5.5% on l/l/14 

Contracts expire 7/1116 00!0 tor tenn of conlrllct 
Salaries r1:1structured 

Contracts expired 6130/14 2% on 713/11 
3% on 6/30/13 

Contract expired 6/30/! 4 2% on 7fJ/J 1 
l.5% first full pay period January 2013 
1.5% first full pay period January 2014 

!•l Total authorized employee! in all department's except DWP. 
Cl} Adjust11leuls for the lerm covered by the specific MOU. 
(3) lncludell Service t:mployees International Union, l..ocal 721. American FeJeration of State, COOfl~Y and Municip-.J .E.utployeell, Labore.s' International Union of 

Nortb America Local 777, Los Angeles/Orange County Building & Coo~troction Trades Counci!, lUOE Local SO!, and the Teamsters, Local 911. 

Source: City of Los J\ngek~, Office of the City Administrative Officer. 
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The table below shows total authorized City staffing for aJl departments except the City's 
three proprietary departments: Airports, Harbor, and DWP. The Police Department represents the 
single largest department in tem1s of authorized positions. 

Table24 
AUTHORIZED CITY STAFFING<1> 

Polit;e&Fire 
All Others 
Total 

2011-12 

13,677 
.lli.m 
32,274 

2012-13 

13,647 
18.169 
31,816 

(l) Excludes the Departments of Airports, Harbor, and DWP. 

Source: City of Los Angeles, Office of the City Administrath·e Officer. 

Retirement and Pension Systems 

General 

~ 

13,706 
18,187 
31,893 

Estimated (Proposed] 
2014-15 20 15-16 

13,707 13,814 
18.168 ll.lli 
31,875 32,562 

The City contributes to three single-employer defined benefit pension plans created by 
the City Charter: the Los Angeles City Employees' Retirement System ("LACERS"), the City of 
Los Angeles Fire and Police Pension Plan ("FPPP") and, for employees of DWP, the Water and 
Power Employees' Retirement, Disability and Death Benefit Insurance Plan (the "Water and 
Power Plan"). 

Both LACERS and FPPP (collectively, the "Pension Systems") provide retirement, 
disability, death benefits, post-employment healthcare and annual cost-of-living adjustments to 
plan members and beneficiaries. Both systems are funded primarily from the City's General 
Fwtd. As required by the City Charteri the actuariaJ valuations for both Pension Systems are 
prepared on an annual basis and the applicable actuary recommends contribution rates for the 
fiscal year beginning after the completion of that actuarial valuation. When approved by the 
respective boards of administration of the Pension Systems, these become the City's contribution 
rates for such years. The City generally makes its actuarially determined AnnuaJ Required 
Contribution ("ARC"), although phasing-in of assumption changes has resulted in a small net 
pension obligation for fiscal years ended June 30, 2004 and 2005. · 

The Pension Systems' annual valuations determine the amount needed to fund the normal 
retirement costs accrued for current employment and to amortize any unfunded actuarial accrued 
liability ("UAAL"). The UAAL represents the difference between the present value of estimated 
future benefits accrued as of the valuation date and the actuarial value of assets currently 
available to pay these liabilities. The valuation for each plan is an estimate based on relevant 
economic and demographic assumptions, with the goal of determining the contributions 
necessary to sufficiently fund over time the accrued costs attribut.able to currently active, vested 
former members and retired employees and their beneficiaries. In addition, various actuarial 
assumptions are used in the valuation process, including the assumed rate of earnings on the 
assets of the plan in the future, the assumed rates of general inflation, salary inflation, inflation in 
health care costs, assumed rates of disability, the assumed retirement ages of active employees, 
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the assumed marital status at retirement, and the post-employment life expectancies of retirees 
and beneficiaries. As plan experience differs from adopted assumptions, the actual liabilities will 
be more or less than the liabilities calculated based on the asswnptions. The contribution rates in 
the following year's valuations are adjusted to take into account actual performance in the 
current and prior years. In addition, each plan performs an experience study every three years 
and further adjusts its assumptions accordingly. 

The valuations incorporate a variety of actuarial methods, some of which are designed to 
reduce the volatility of contributions from year· to year. When measuring the value of assets for 
dete1mining the UAAL, many pension plans, including the Pension Systems, "smooth" market 
value gains and losses over a period of years to reduce volatility. These smoothing 
methodologies result in an actuarial value of assets that are lower or higher than the market vaJue 
of assets. As discussed below, both systems amended their smoothing methodologies to address 
extraordinary losses or gains in the market value of assets. 

Both Pension Systems have adopted asset allocation plans to guide their investments in 
stocks, bonds, real estate, alternatives and cash equivalents over a three- to five-year period. The 
asset allocations of the Pension Systems are summarized further below. Market value investment 
returns for the past 10 fiscal years are shown in the table below. Any return below the actuarial 
assumed rate of return (currently 7.5% for both LACERS and FPPP) represents an actuarial 
investment loss, while any return above the assumed rate of return represents an actuarial 
investment gain. 

(1) 

(2) 

Fiscal Year 

2004..()5 
2005-06 
2006·07 
2007-08 
2008-09 
2009-10 
2010·11 
2011-12 
2012-13 
2013·14 

Table 25 
LOS ANGELES PENSION SYSTEMS 

HISTORICAL MARKET VALUE INVESTMENT RETURNS 

LACl:iRS(I) pppp!2) 

10.00/o 10.1% 
12.4 12.5 
19.5 18.5 
(5.7) (4.7) 

(19.5) (20.0) 
12.9 13.7 
22.6 22.l 
I.I l.9 

14.3 13.0 
18.4 17.9 

As of June 30, 2014, the 20·year annualized average rate of retum for LACRRS was 8. 7%. The JO.year average was 10.2%. 
As of June 30, 2014, the 20-year annuali:zi:d average rate of return for FPPP is 8.7%. The 30-year average is 10.1 %. 

Source: City of Los Angeles, the respective Pension Sysems. 

The City has never issued pension obligation bonds to fund either of its Pension Systems. 

This section, "Retirement and Pension Systems," and the following section, "Other 
Post-Employment Benefits,,, contain certain infonnation relating to LACERS and FPPP. The 
information contained in these sections is primarily derived from information produced by 
LACERS and FPPP and their independent accountants and their actuaries. The City has not 
independently verified the information provided by LACERS and FPPP. The comprehensive 
annual financial reports, actuarial valuations for retirement and health benefits, and other 
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information concerning LACERS and FPPP are available on their websites, at 
www.lacers.org/ aboutlacers/reports/index.html and www.lafpp.com/LAFPP /financial .html, 
respectively. Information set forth on such websites is not incorporated by reference herein. For 
additional infonnation regarding the Pension Systems, see also Note 5 in the "Notes to the City's 
Basic Financial Statements" in the City's Comprehensive Annual Financial Report for the Fiscal 
Year Ended June 30, 2014. 

Investors are cautioned that, in . considering infonnation on the Pension Systems, 
including the amount of the UAAL for retirement and other benefits, the funded ratio, the 
calc uJ ations of normal cost, and the resulting amounts of required contributions by the City, this 
is "forward looking" information. Such "forward looking" information reflects the judgment of 
the boards of the respective Pension Systems and their respective actuaries as to the value of 
future benefits over the lives of the currently active employees, vested tenninated employees, 
and existing retired employees and beneficiaries. These judgments are based upon a variety of 
assumptions, one or more of which may prove to be inaccurate and/or be changed in the future. 

Los Angeles City Employees' Retirement System ("LACERS") 

LACERS, established in 1937 under the Charter, is a contributory plan covering most 
City employees except uniformed fire and police personnel and employees of the Department of 
Water and Power. As of June 30, 2014, the date of its most recent actuarial valuation, LACERS 
had 24,009 active members, 17,532 retired members and beneficiaries, and 6,031 inactive 
members. The number of retired members was significantly increased, and the number of active 
members significantly decreased, as a result of the City's Early Retirement Incentive Program in 
Fiscal Year 2009-10. LACERS is funded pursuant to the Entry Age Normal Cost Method, which 
is designed to produce stable employer contributions in amounts that increase at the same rate as 
the employer's payroll (i.e., level percent of payroll). 

A number of assumptions are made in calculating the actuarial valuation of retirement 
benefits. The following are some of the key assumptions used by LACERS' actuary, The Segal 
Company, in preparing LACERS' actuarial report as of June 30, 2014. 

Table26 
LOS ANGELES CITY EMPLOYEES' RETIREMENT SYSTEM 

ACTUARIAL ASSUMPTIONS 

Investment rate of return 
Inflation rate 
Real across-the-board salary increase 
Projected salary increases 
Cost of Jiving adj usunents for pensioners 

As of June 30, 2014 

7.50% 
3.25% 
0.75% 
Ranges from 4.4% to 10.5%, based on service 
3. 000/0 ror Tier l ; 2. 00% for Tier 2 

Source: Los Angeles City Employees' Retirement System Actuarial Valuation 11.Dd Review of Retirement and Health Benefits as 
of June 30, 2014. 

Based on the results of its most recent triennial experience study dated October 8, 2014 
for the three-year period from July 1, 2011 through June 30, 2014, LACERS adopted new 
actuarial assumptions, including a reduced assumed investment return from 7.75% to 7.50% and 
of inflation from 3.50% to 3.25%. 
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Over the past several years, the LACERS' Board took several actions to change its asset 
smoothing method. LACERS, like a number of pension systems, maintains a policy that 
whenever market value falls outside a certain range or "corridor" relative to actuarial value, the 
excess portion must be recognized in that year's valuation. Previously, losses that resulted in the 
calculated actuarial value being greater than 120% of the market value, or gains resulting in 
market values being less than 80% of actuarial values, had to be recognized immediately. 
Because of investment losses for Fiscal Year 2008-09 of approximately 20%, LACERS' actuary 
estimated that the actuarial value would be greater than 120% of the market value of assets. 
Application of this corridor meant that losses would be recognized more quickly than would 
occur under normal smoothing. LACERS' Board adopted a wider corridor, effective June 30, 
2009, requiring immediate recognition of the losses or gains of assets whose actuarial value was 
greater than 150% of the market value or less than 50% of the market value. The effect of this 
action was to defer the actuarial recognition of extraordinary market losses; however, the 
unrecognized losses will have to be paid in future years. LACERS again, as of June 30, 2010, 
revised its market corridor, narrowing it to 60%-140%, when the smoothing period was extended 
from five to seven years. Under the seven year asset smoothing, only 1/7th of annual market 
gains or losses are recognized in the actuarial value of assets each year. The remaining gains or 
losses are spread equally over the next six years. 

As of June 30, 2013, there was a total unrecognized net loss of $81.6 million, reflecting 
six years of fairly large annual market gains and losses from a volatile market. In order to limit 
future fluctuations in asset values, the LACERS Board adopted a one-time adjustment to its 
current asset smoothing policy by combining the unrecognized gains and losses of the prior years 
into one layer and spreading it evenly over six years. The following table shows the original 
market gains and losses, and the unrecognized gains and losses as of June 30, 2014. As of the 
valuation date of June 30, 2014, approximately $1 billion of net investment gains are being 
deferred. These deferred gains will be reflected in future valuations and will reduce the City's 
contribution in the future, unless offset by other unfavorable plan experience. 

Table 27 
LOS ANGELES CITY EMPLOYEES' RETIREMENT SYSTEM 

CALCULATION OF UNRECOGNIZED RETURN DUE TO ASSET SMOOTHING 
As of Juoe 30, 2014 

Year Ended June 30 

2014 
2013 
2012 
2011 
2010 
2009 

Orjgjnal Market Gain (Loss) 

s 1,246,285,581 
683,838,549 

(770,325,267) 
1,208,621,516 

392,956,483 
(2' 964. 83 2,484) 

Total unrewgoizcd returu (loss) 

r ercent Not Yet Recognized 

85.71% 
83.331 

NA 
NA 
NA 
NA 

Amount Not Recogni1,cd 

$1,068,244,784 
(67,976, 184)1 

NA 
NA 
NJ\ 
NA 

$1,000,268,600 

0 > Valuation as of June 30, 2014 recognizes 116 of $81 ,571,421 net total unrecognized loss as of June 30, 2013 (or $1 3,595,237), with 
the balance to be recogni:r.ed over the next five years. 

Source: Los Angeles City Employees' Retirement System Actuarial Valuation and Review of Retirement and Health Benefits as of 
June 30, 2014. 
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LACERS amortizes components that contribute to its UAAL over various periods of time, 
depending on how the unfunded liability arose, layering separate, fixed amortization periods. 
Under current funding policy, actuarial losses and gains are amortized over fixed 15-year periods. 
Liabilities or surpluses due to assumption changes are funded or credited over 15 or 20 years for 
retiree health care benefits and retirement benefits, respectively. Liabilities caused by future early 
retirement incentives will be funded over five years; other benefit changes will be amortized over 
15 years. Effective for the June 30, 2012 valuation, most existing liabilities on or before June 30, 
2012 were combined under one layer and amortized over 30 years . The LACERS Board 
implemented this revised amortization policy to mitigate the impact of the change in funding 
policy from the Projected Unit Credit cost method to Entry Age Normal cost method. 

The table below shows the actuarial value of the City's liability for retirement benefits 
(excluding retiree health care and other post-employment benefits), the actuarial value of assets 
available for retirement benefits, and two indicators of funding progress for LACERS, the funded 
ratio and the ratio of UAAL to annual payroll. 

(I) 

<i\ 

(l) 

(<) 

(S) 

(6) 

Actuarial 
Valuation 

As2(lnne30 

2005 
2006 
2007 
2008 
2009 
2010 
2011 
2012 
2013 
2014 

Table28 
LOS ANGELES CITY EMPLOYEES' RETIREMENT SYSTEM 

SCHEDULE OF FUNDING PROGRESS FOR RETIREMENT BENEFITS 
ACTUARIAL VALUE BASIS 

($in thousands}'1l 

Actuarial 
Actuarial Accrued 
Value of Liability Unfunded Funded Covered 
Assets CAAL) ~ RatioOJ ~ 

$ 7,193,142 $ 9,321,525 $ 2, 128,383 77.2% $ 1,589,306 
7,674,999 9,870,662 2, 195,663 77.8 l ,733,340 
8,599' 700'61 10,526,874 1,927,174 81.7 1,896,609 
9,438,318 11,186,404 1,748,085 84.4 1,977,645 
9,577,747 12,041,984 2,464,237 79.5 1,816,171 
9,554,027 12,595,025 3,040,998 75.9 1,817,662 
9,691,011 13,391,704 3,700,693 72.4 1,833,392 
9,934,959 14,393,959 4,458,999 69.0 1,819,270 

10,223,961 14,881,663 4,657,702 68.7 1,846,970 
10,944,751 16,248,853 5,304, 103 67.4 1,898,064 

Table includes funding for retirement benefits only. Other Post-Employment Benefits (OPDB) are not included. 

Underfunded AAL 
as a Pi:rcentagc 

Of Covered 
Payron<si 

133.9% 
126.7 
101.6 
88.4 

135.7 
167.3 
201.9 
245.1 
252.2 
279.S 

Actuarial Accrued Liability minus Actuarial Value of Assets, commonly referred to as UAAL. Positive numbers represent a fwuled ratio 
Jtss than 100%. 
Actuarial value of assets divided by actuarial accrued liability. 
Annual payroll for members of LACERS. 
UAAL divided by covered payron. 
Valuation value of assets is after excluding $5,269,481 of discounted Harbor Port Police assets transferred to FPPP in October 2007. 

Source: Los Angeles City Employees' Retirement System Actuarial Valuation and Review ofRctiremeot end Health Denefits as of June 30, 
2014. 

The actuarial value of assets is different from the market value of assets as gains and 
losses are smoothed over a number of years. The following table shows the funding progress of 
LACERS based on the market value of the portion of system assets allocated to retirement 
benefits. 
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(I) 

(l) 

(.I) 

(4) 

(.I) 

Acruarial 
Valuation 

Asof June 30 
2005 
2006 
2007 
2008 
2009 
2010 
2011 
2012 
2013 
2014 

Table29 
LOS ANGELES CITY EMPLOYEES' RETIREMENT SYSTEM 

SCHEDULE OF FUNDING PROGRESS FOR RETIREMENT BENEFITS 
MARKET VALUE BASIS 

($in thousands)(!) 

Actuarial 
Market Accrued Funded 
Value of Liabili ty Unfunded Ratio Covered 
./\ssels (AJ\L) f ,j~ili~ (Mark£! Value )<1l ~ 

$ 7,393,707 $ 9,321,525 $ 1,927,818 79.3% $ 1,589,306 
8,204,603 9,870,662 1,666,059 ll3.1 1,733,340 
9,708,718 10,526,874 818,!56 92.2 l,896,609 
9,059,551 11 ,186,404 2,126,853 81.0 1,977,645 
7,122,91 1 12,041,984 4_.919,073 59.2 1,816,171 
7,804,223 12,595,025 4,790,802 62.0 1,817,662 
9,186,697 13,391 ,704 4,205,007 68.6 1,833,392 
9,058,839 14,393,959 5,335,120 62.9 1,819,270 

10_.154,486 14,881,663 4,727,177 68.2 1,846,970 
11 ,791,079 16,248,853 4,457,774 72.6 1,898,064 

Table includes funding for retirement bcnefi5 only. Other Post-Employment Benefits (OPEB) are not included. 
Acluarial Accrued Liability minus Market Value of AssetS. Positive numbers represent a funded ratio Jess than I 00%. 
Market value of 11Ssets divided by actuarial accrued liability. 
Annual payroll for members of LACERS. 
Unfunded liability divided by covered payroll. 

Source: Los Angeles City Employees ' Retirement System Actuarial Valuation reports. 
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Unfunded Liabilily 
as a Percentage 

Of Covered 
Payroll (Market 
~ 

121.3% 
96,J 
43.l 

107.5 
270.9 
263.6 
229.4 
293.3 
255.9 
234.9 
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The table below sununarizes the City)s payments to LACERS over the past five years. 
This table includes costs for retirement, as well as for retiree health care (see "BUDGET AND 
FINANCIAL OPERATIONS-Other Post-Employment Benefits"), and other miscellaneous 
benefits. 

Table30 
LOS ANGELES CITY EMPLOYEES' RETIREMENT SYSTEM 

SOURCES AND USES OF CONTRIBUTIONS 
(S in thousandsi'> 

Will w2-13 c3) 2013-14 
Adopted 

201!1:-l 5(') 
Sources of Contributions 

Contributions for CoWlcil-controllcd 
Departments $351,734 $342,188 $367,772 $411,509 

Airport, Harbor Departments, 
LACERS, Li\FPP n.lli .....12.2J1 ~3.n2 2.l1.l1 

Total $424,515 $420,105 $451,531 $505,227 

Pcrctnt of payroll - Tier 1 24.71% 24.14% 25.33% 26.56% 
Pewent of pa)'TOll - Tier 2 18.32% 19.63% 

Uses of Contributions 
Current Service Liability (Normal cost) $186,487 $184,202 $185,217 $193,578 
UAAL 237,262 234,896 265,081 305,591 
AdjustmcntsPl ----1M __J,.QQ1 --1..lli ~ 
Total $424,515 $420,105 $451,531 $505,227 

<1> Includes fundiog for OPEB. 
('2) Includes the excess benefit plan, the family death benefit plan, and the limited term plan fund. Beginning with the 2014-15 payment, the 

true-up obligw:ion for the prior year is also rctlected in this line item. 
l
3J A $3.7 million credit from 201 1-12 was applied to 2012-13. The actual wnount paid for Council-controlled departments, Airports, und 

Harbor to LACERS subsequent to !his credit was $416.4 million 
<•J Payment for a 2013-14 true-up in the amount of$5,l91,511 (all agencies) will be made in 2014-15. 

Source: City of Los Angeles, Office of the City Administrative Officer. 

In late 2012, the City Council adopted a new civilian retirement tier, which applies to all 
employees hired on or after July 1, 2013. Prior to the adoption of the new tier, the City 
successfully negotiated and/or implemented various savings measures, including increasing 
active member pension contributions from 7% to 11 % to help defray the costs of retiree 
healthcare, freezing retiree health care subsidies for noncontributing employees, deferring cost· 
of-living adjustments, reducing the size of the civilian workforce by 5,300 positions, 
implementing a new pension tier for sworn personnel, and lowering the new hire salary for 
police officers by 20%. Although such measures were significant in helping to ameliorate the 
City 's fiscal difficulties, implementation of a new civilian retirement tier was necessary to 
further bridge the gap. The new tier was designed to reduce the City's future pension costs by 
increasing the normal retirement age from 55 to 65, decreasing the max.imwn retirement factor 
from 2.1 6% to 2.00% per year of service, capping the maximum retirement allowance at 75% of 
an employees' final compensation (compared to the current 100%), setting an employees' 
pension on a 3-year salary average (as opposed to one year), modifying disability retirement 
benefits to avoid spikes in the number of disability retirements, eliminating the current 50% 
survivor continuance benefit, capping future retiree annual cost-of-living adjustments to 2% with 
the option for the employee to purchase up to 3%, requiring that employees pay the actuarial cost 
of purchasing service credit and limiting the number of years purchasable to four years 
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maximum, and controlling retiree healthcare costs by limiting the benefit to retirees only. The 
most significant cost offset for the City would be achieved through the new tier's cost sharing 
element, which requires employees to contribute a portion of their salary at 75% of the normal 
cost of the pension benefits plus 50% of any amortized unfunded liabilities. This cost sharing 
would relieve the City from carrying 100% of future pension cost increases. 

In total, the new civilian retirement tier was estimated to result in a five-year savings of 
$30 million to $70 million, a 10-year savings of $169 million to $309 million, and a 30-year 
savings of $3.9 billion to $4.3 billion, as calculated by an independent enrolled actuary as 
required under the City Charter (Section 1168). The City estimates that the new tier will generate 
$4 million in savings in retirement contributions for both Fiscal Years 2013-14 (inclusive of 
savings for the Harbor and Airports departments) and 2014-15 (inclusive of savings for the 
Harbor, Airports, LACERS, and LAFPP departments). 

In the development and implementation of the new civilian tier, the City reached out to 
labor unions that represent all civilian employees through a two.year meet and consult process. 
Various unions contended that the development and implementation of the new tier was subject 
to the meet and confer process; in response, the unions took administrative actions against the 
City. 

On July 28, 2014, the City Employee Relations Board ruled that the City's action in 
creating the new civilian retirement tier was illegal because the City did not meet and confer with 
labor representatives on the matt.er. The Board ordered that the City rescind the implementation of 
the new retirement tier. The City is considering its options in response to the decision, including 
appealing the ruling in State court. 

The City contribution is determined annually based on the estimated payroll for the 
coming fiscal year for LACERS-covered employees (as adopted through the City budget 
process), multiplied by an actuarially determined contribution percentage needed to fund the 
retirement and retiree healthcare benefits (as adopted by the LACERS Board). lf the estimated 
covered payroll is less than the actual payroll amount, an actuarial loss will occur as the actua1 
contribution is less than what is expected. Conversely an actuarial gain will occur if the 
estimated covered payroll is higher than the actual payroll amount. These annual experience 
gains/losses are added to the UAAL and amortized over 15 years. The City's future contributions 
will increase or decrease in the next 15 years to compensate for the contribution shortfall or 
surplus of a given year. Therefore, from the plan funding perspective, the inexactness in 
estimated covered payroll does not affect a pension plan's long-term funding goal. 

However, beginning July 1, 2013, the inexactness between the City's estimated and 
actual covered payroll will have an impact on the contribution rate for members under the new 
tier of LACERS benefits (Tier 2), asswning the new tier is sustained. Under Tier 2, the 
employee contribution is 10% of pensionable salary for the first four years; thereafter, Tier 2 
member contributions are based on an actuarially determined rate, adopted by the Board, 
sufficient to fund 75% of Normal Cost and 50% of UAAL. The UAAL will increase when the 
estimated covered payroll is less than the actual covered payroll. Tier 2 members could 
potentially challenge their contribution to the UAAL claiming undue actuarial losses on the 
grounds that the City understated covered payroIJs. Therefore, the LACERS Board adopted a 
contribution true-up mechanism to prevent such disputes on Tier 2 member contributions. The 
true-up amount determined by this mechanism, being either an underpayment or overpayment by 
the City, will result in an adjustment to the annual required City contribution for the following 
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fiscal year beginning from Fiscal Year 2013-14, rather than incorporated into the U AAL to be 
amortized over 15 years. 

The following table sets forth LACERS' investments and asset allocation targets. 

Asset Class 

U.S. Equity 
Non-U.S. &juity 
Core Fixed Income Securities 
Credit Opportunities 
Real Assets 
Private Equity 
Cash 

Total Portfolio 

TabJe 31 
LOS ANGELES CITY EMPLOYEES' RETIREMENT SYSTEM 

ASSET CLASS MARKET VALUE AND ALLOCATION 
($in thousands) 

As of December 31, 2014 

Market Value 

$4,410,000 
3,954,000 
2,802,000 

496,000 
851,000 

1,312,000 
248,0QQ 

$14,0'73,000 

.\-Iarket Value to Total Fund (% ) 

31.3% 
28.l 
19.9 
3.5 
6.1 
9.3 

-11! 

100.0% 

Source: LACERS Portfolio Perfonnance Review for die Quarter Ending December 3 I, 2014. 

Fire and Police Pension. Plan ("FPPP") 

Tareet to Total Fund (%) 

24.0% 
29.0 
19.0 
5.0 

10.0 
12.0 

--1.Q 

100.0% 

The FPPP, established in 1899 and incorporated into the Charter in 1923, represents 
contributory plans covering uniformed fire, police, and certain port police (sworn) personnel. As 
of JlUle 30, 2014, the date of its most recent actuarial valuation, the FPPP had 13,097 active 
members, 12,502 retired members and beneficiaries, and 131 vested former members. The FPPP 
is funded pursuant to the Entry Age Normal Cost Method, which is designed to produce stable 
employer contributions in amounts that increase at the same rate as the employer's payroll (i.e., 
level percent of payroll). 

Within the FPPP, there is a Defened Retirement Option Plan ("DROP"). This vo1untary 
plan allows members to retire for pension purposes only, after they are eligible to retire and have 
completed at least 25 years of service. A member entering DROP continues to work and receive 
salary and benefits as an active employee, but stops accruing additional salary and service credits 
for retirement purposes. While in DROP, the member's retirement benefit is deposited into an 
interest-bearing account that is distributed to the member when he or she leaves City service. 
Participation in DROP is limited to a maximum of five years. As of June 30, 2014, 1,277 active 
members participated in DROP. 

Six tiers of benefits are provided, depending on the date of the member' s hiring. For 
Tier 1, any UAAL is amortized over a fixed tenn ending on June 30, 2037. For Tiers 2, 3, and 4, 
level percent of payroll amortization with multiple layers is used as a percent of total valuation 
payroll from the respective employer (i.e., City or Harbor Port Police). For Tiers 5 and 6, level 
percent of payroll with multiple layers is used as a percent of combined payroll for these tiers 
from the respective employer. A Charter amendment adopted by City voters on March 8, 2011 
provides the FPPP Board with greater flexibility to establish amortization policies. Under the 
FPPP Board' s actuarial funding policy, adopted in September 2012, actuarial gains or losses are 
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amortized over 20 years; changes in actuarial assumptions and cost methods are amortized over 
25 years; plan amendments are amortized over 15 years; and actuarial funding surpluses are 
amortized over 30 years. That same Charter amendment created a new tier of retirement 
benefits (Tier 6) for sworn employees hired after July 1, 2011. 

A n'umber of assumptions are made in calculating the actuarial valuation of retirement 
benefits. The following are some of the key asswnptions used by the FPPP actuary, The Segal 
Company, in preparing FPPP's actuarial report. 

Table 32 
LOS ANGEL.ES FIRE AND POLICE PENSION PLAN 

Actuarial Assumptions 

Investment rate of return 

Inflation rate 

Real a<.-TOSs-the-board salaJ}' increase 

Projected salary increases 

Cost of living adjustments (pensioners) 

As of June 30, 2014 

7.50% 

3.25% 

0.75% 

Ranges fiom 4.75% to 11.50% based on service 

3.25% for Tiers l and 2 and 3.00% for Tiers 3, 4, 5 and 6. 

Source: LAfPPP Actuarial Valuation Md Review of Pension and Other Postemployment Benefits (OPER) as of.June 30, 2014. 

The FPPP Board recently reviewed several reports from its actuary, The Segal Company, 
including a new triennial actuarial experience study covering July 1, 2010 through JWle 30, 
2013, and a review of economic assumptions. As a result, the FPPP Board lowered the system's 
investment return assumption from 7.75% to 7.50%, as well as lowered various inflation and 
salary increase- assumptions. The cumulative effect of these changes resulted in an increase in the 
City's contribution rate of less than I%. 

Similar to LACERS, FPPP has taken several actions to change its asset smoothing 
method. It extended the period of time over which market gains or losses are recognized, 
extending its smoothing methodology from five years to seven years effective July 1, 2008, so 
that approximately I/7th of market losses or gains are recognized each year. FPPP also amended 
the manner in which they recognize extraordinary losses or gains in the market value of assets, 
expanding their market value "corridor.'' Because of investment losses for Fiscal Year 2008-09 
of approximately 20%, FPPP adopted a wider corridor (effective July 1, 2008), requiring 
immediate recognition of assets whose actuarial value was greater than 140% of the market 
valuation or less than 60% of the market value; the prior corridor was 80% to 120%. Based on 
its actuary's recommendation, the FPPP recently adopted an ad hoc adjustment combining 
deferred gain and loss layers representing a net deferred investment gain of $77 .3 million into a 
single six-year smoothing layer in to order to reduce year-to-year contribution rate volatility, 
similar to the adjustment adopted by LACERS. 

The following table shows unrecognized gains and losses as of June 30, 2014 for 
retirement and health subsidy benefits. As of the valuation date, approximately $1.4 billion of net 
investment return is being deferred. 
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Table 33 
LOS ANGELES FIRE AND POLICE PENSION PLAN 

CALCULATION OF UNRECOGNIZED RETURN 
As of June 30, 2014 

Original Market Gain 
<Loss) 

Mark.et value of assets (for Retirement and Health Subsidy Benefits) 
Unrecogniz.ed return for year ended June 30, 2014 $1,571,818,656 

77,259,408 Combined Net Deferred Gain as of June 30, 2013 <1> 
Total unrecognized retum 

Deterred return recognized in each of the next 6 ye11JS 
Amount recogni7ed on June 30, 2015 
Amount recogni:c.ed on June 30, 2016 
A.mount recognized cm June 30, 2017 
Amo1int recogniz.e<l on June 30, 2018 
Amount recognized on June 30, 2019 
Amount recognized on June 30, 2020 

Subtotal 

Percent Not 
Recognized 

85.71% 
83.33% 

Amount Not 
Recognjzed 

$1,347,273, I 34 
64382.840 

S!,411,655,974 

237,422,090 
237,422,090 
237,422,090 
237,422,090 
237,422,090 
224.545 524 

$1,411,655,974 

<•~et deferred unrecognized investment gains as of June 30, 2013 have been combined into a single layer to be recognized over the six
year period effective July 1, 2013. 

Sourcti: Ll\FPPP Actuarial Valuation and Review of Pension and Other Postemployment Benefits (QPi-;B) as of June 30, 2014. 
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The table below shows the actuarial value of the City's liability for retirement benefits 
(excluding retiree health care and other post-employment benefits), the actuarial value of assets 
available for retirement benefits, and two indicators of funding progress for FPPP, the funded 
ratio and the ratio of UAAL to annual payroll. 

Actuarial 
Valuation 

d$. of Jun~ 30 

2005 
2006 
2007 
2008 
2009 
2010 
2011 
20 12 
2013 
2014 

Table34 
LOS ANGELES FIRE AND POLICE PENSION PLAN 

SCHEDULE OF FUNDING PROGRESS FOR RETIREMENT BENEFITS 
ACTUARIAL VALUE BASIS 

Actuarial 
Ac;tuarial Accrued 
Value of Liability 
Assets (AAJJ 

$1 1,634,114 $12,357,524 
12,121,403 12,811,384 
13,215,668 13,324,089 
14,153,296 14,279, 11 6 
14,256,611 14,817,146 
14,219,581 15,520,625 
14,337,669 16,616,476 
14,251,913 17,030,833 
14,657,713 17,632,425 
15,678,480 18,114,229 

($in thousands)<•> 

Unfunded 
~ 

$ 723,41 1 
689,981 
108,421 
125,820 
560,535 

1,301,044 
2,278,807 
2,778$20 
2,974,712 
2,435,749 

fonded 
Ratio"l 

94.1% 
94.6 
99.2 
99.l 
96.2 
91.6 
86.3 
&3.7 
83.1 
86.6 

$1,037,445 
1,092,815 
1,135,592 
1,206,589 
1,357,249 
1,356,986 
1,343,963 
1,341,914 
l,367,237 
1,402,715 

Underfunded AAL 
as a Percentage 

ot·Covered 
~ 

69.7% 
63.1 
9.5 

10.4 
41.3 
95.9 

169.6 
207.l 
217.6 
173.6 

11> Table includes funding for retirement benefits only. Other post-cmplo:rment benefits not included. 
<2l Actuarial Accrued Liability minus Actuarial Value of Assets, commonly referred to as UAAL. Positive numbers represent an actuarial 

deficit. 
1'l Actuarial value of assets divided by actuarial acC<Ued liability. 
(4) Annual payrull against which UAAL amortized. 
<~l UAAL divided by covered payroll . 

Source: The Fire and Police Pemion System Actuarial Valu!ltions. 
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Investment gains and losses are recognized on an actuarial basis over a seven-year period. 
The following table shows the funding progress of FPPP based on the market value of the portion 
of system assets allocated to retirement benefits. 

Table 35 
LOS ANGELES FIRE AND POLICE PENSION PLAN 

SCHEDULE OF FUNDING PROGRESS FOR RETlREMENT BENEFITS 
MARKET VALUE BASIS 

($in thousands) (l> 

Actuarial 
Actuarial Market Accrued Unfunded Funded 
Valuation Value of Liability or (Ovcrfunded) Ratio 

k of June 30 ~ (AAL) LiabiJityl2> (Market Valuc)O> 

2005 $11,775,706 $12,357,524 $ 581,818 95.3% 
2006 12,854,086 12,811,384 (42,702) 100.3 
2007 14,766,110 13,324,089 (1,442,021) 110.8 
2008 13,622,037 14,279,116 657,079 95.4 
2009 10,379,786 14,817,146 4,437,360 70.1 
2010 11 ,535,936 15,520,625 3,984,688 74.3 
2011 13,564,904 16,616,476 3,051,572 81.6 
2012 13,268,687 17,030,833 3,762,146 77.9 
2013 14,729,976 17,632,425 2,902,449 83.5 
2014 16,989,705 18,114,229 1,124,524 93.8 

<•J Table includes funding for retirement benefits only. Other post-employment benefits not included. 
<2> Actuarial Accrued Liabi lity minus Market Value of Assets. Positive numbers represent a deficit 
fl> Maritel value of assets divided by actuarial accrued liability. 
t•> Annual payroll agains< which liability is amortized. 
m Liability divided by covered pa}T01J. 

Source: The Fire and Police Pension System Actuarial Valuations. 

Covered 
Payronc•> 

$1,037,445 
1,092,815 
1,135,592 
!,206,589 
1,357,249 
l,356,986 
1,343,963 
1,341 ,914 
1,367,237 
1,402,715 

Underfunded 
Liability as a 
Percentage 
Of Covered 

Payroll 
(Marki:! Value)<5l 

56. 1% 
(3.9) 
(0.1) 
54.5 

326.9 
293.6 
227.1 
280.4 
212.3 

80.2 

The table below summarizes the General Fund's payments to FPPP over the past five 
fiscal years. This table includes costs for retirement, retiree health care (see "BUDGET AND 
FINANCIAL OPERATIONS -Other Post-Employment Benefits"), and other miscellaneous 
benefits. 
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General Fund 

Percent of payroll 

Cunmt Service Lfability 
UA.AU(Surplus) 
Adjustments<•J 
Total 

Table36 
WS ANGELES FIRE AND POLICE PENSJON PLAN 

SOURCES AND USES OF CONTRIBUTIONS 
($ in thousands) 

Adopted Hudget 
2011-12 2012·13 2013-14 Will 

~ ~ $575.941 $624 974 

39.07% 39.94% 44.40% 47.94% 

$276,171 )214,223 $302,040 $306,625 
165,689 291 ,863 273,901 318,349 

~ ~ ~~7S 94.l 1624 974 

[ProposedJ 
2015-16 

46.51% 

cii Effective PY 2010-l l, the Excess ~enefit Plan costs arc now credited as part of the Annual Required Contribution (i.e., the costs are 
included in lhe contribution rate}. 

Source: City of Los Angeles, Office of the City Administrative Officer. 

The following table sets forth the FPPP's investments and asset allocation targets as of June 30, 
2014. 

Domestic Large Cap Equity 
Domestic Small Cap Equity 
lntemalional Developed Markets 
Intmtalional F,mergins Markets 
Oomestic Bonds 
High Yield Bonds 
TIPS 
Real Eslat.e 
Private Equity 
Unconstrained Fixed lncomi: 
Commodities 
Cash Equivalents 
Total 

Table37 
LOS ANGELES FlRE AND POLICE PENSION PLAN 

ASSET CLASS BY MARKET VALUE AND ALLOCATION 
($ in millions) 

As of Jone 30, 2014 

Market Value 

$5,380 
1,280 
3,116 

795 
2,339 

445 
813 

1,794 
1,495 

0 
188 

_ill 
$18,267 

C:uh Market Allocation 

29.45% 
7.01 

17.06 
4.35 

12.81 
2 .44 
4 .45 
982 
8.19 
0 
1.03 

____MQ 
100.00% 

Source: Los Angeles Fire & Police Pensions June 30, 2014 Perfonnance Report. 
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Accounting and Financial Reporting Standards 

In 2012, GASB issued Statement No. 68, Accounting and Financial Reporting for 
Pensions ("GASB 68"), which applies to govenunental entities such as the City, and Statement 
No. 67, Financial Reporting for Pension Plans ("GASB 67"), which applies to the financial 
reports of most pension plans such as LACERS and FPPP. GASB 67 and GASB 68 address the 
disclosure of pension liability only; they do not impose any additional funding requirements. 

GASB 68 revises and establishes new financial reporting requirements for most 
governments that provide their employees with pension benefits, including the City. GASB 68, 
among other things, requires governments providing defined benefit pensions to recognize their 
long-term obligation for pension benefits as a liability and provides greater guidance on 
measuring the annual costs of pension benefits, including specific guidelines on projecting 
benefit payments, use of discount rates and use of the "entry age" actuarial cost method. GASB 
68 also addresses accountability and transparency through revised and new note disclosures and 
required supp1ementary information. The GASB 68 standards apply to financial reporting but 
not to the actuarial calculation of annual City employer pension contributions, which continue to 
be determined as described above. 

The provisions in GASS 68 are effective for fiscal years beginning after June 15, 2014. 
The City anticipates complying with the provisions of GASB 68 by its effective date (i.e., its 
financial statements for Fiscal Year 2014-15). In broad terms, GASB 68 moves pension 
reporting in the City's government-wide financial statements away from the phased or smoothed 
asset and liability figures that the City uses in determining its annual pensioncontribution, as 
described above. The City expects that these changes will increase year-to-year volatility in 
reported pension assets and liabilities. Another significant change contained in GASB 68 is the 
requirement to report net pension liabilities on employers' Government-Wide Statements of Net 
Assets when the fair value of pension assets falls short of actuarially calculated liabilities. Once 
these prvisions are implemented, the City's liabilities under its Statement of Net Position for 
both its Governmental and Business-Type Activities will substantially increase, as will its 
unrestricted Governmental Activities deficit. 

GASB 67 revises existing guidance for the financial reports of most pension plans, 
including LACERS and FPPP. GASB 67 generally expands the existing framework for financial 
reports of defined benefit pension plans, which includes a statement of fiduciary net position (the 
amount held in a trust for paying retirement benefits) and a statement of changes in fiduciary net 
position, and requires additional note disclosures and required supplementary information. The 
provisions in GASB 67 are effective for financial statements for fiscal years beginning after 
June 15, 2013. LACERS and FPPP complied with the provisions of GASB 67 by its effective 
date (i.e., financial statements for Fiscal Year 2013-14). 

Other Post-Employment Benefits 

Retired members and surviving spouses and domestic partners of LACERS and FPPP 
members are eligible for certain subsidies toward their costs of medical insurance and other 
benefits. These benefits are paid by the respective retirement system. These retiree health 
benefits are accounted for as "Other Post-Employment Benefits" ("OPEB"). 

The City began making payments to its Pension Systems to pre-fund its OPEB 
obligations in Fiscal Year 1989-90, in an amount then determined by the Pension Systems and 
their actuaries. For the five years beginning Fiscal Year 2007-08, less than the ARC was 
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contributed to the FPPP, primarily reflecting the phasing in of increases in assumed medical cost. 
The calculations of OPEB funding requirements are made by the same actuaries that perform the 
analysis of the Pension Systems' retirement benefits, and generally rely on the same actuarial 
assumptions, other than those assumptions such as medical inflation specific to OPEB. 
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As of June 30, 2014, the unfunded healthcare benefits liabilities of LACERS and the 
FPPP are as follows: 

Table38 
OTHER POST-EMPLOYMENT BENEFITS 

LOS ANGELES CITY EMPLOYEES' RETIREMENT SYSTEM 
($in thousands) 

Actuarial Underfunded 
Actuarilll Actuarial Accrued AALa.sa 
Valuation Value of Liahility Underfunded Funded Covered Percentage of 

AsofJune30 Assets (AALl AAL<' l Ratjot2> ~ Coyered Pa}TOll«> 

2006 $ 990,270 $1,730,799 $740,529 57.2% $1 , 733,340 42.7% 
2007 l,185,544 1,730,400 544,856 68.:5 1,896,609 28.7 
2008 1,342,920 1,928,043 585,123 69.7 l,977,645 29.6 
2009 1,342,497 2,058,177 71 5,680 65.2 l,816,171 39.4 
2010 1,425,726 2,.233,874 808,148 63.S 1,817,662 44.5 
2011 1,546,884 1,968,708 421,824 78.6 1,833,392 23.0 
201 2 1,642,374 2,292,400 650,027 71.6 1,819,270 35.7 
2013 1,734,733 2,412,484 677,751 71.9 1,846,970 36.7 
2014 1,941,225 2,662,853 721,628 72.9 1,898,064 38.0 

<11 Actuarial Accrued Liability minus Actuarial Value of Assets, commonly referred to as UAAL. Positive numbers represent an acluarial deticiL 
11' Actuarial value of assets divided by actuarial accrued liability. 
<1> Annual pa1roll against which UML amortized. 
<•> UAAL divided by covered payroll. 

Sour~: Tlte City of Los Angeles City Employets' Retirement System Actuarial Valuotions. 

Table 39 
OTHER POST-.EMJ>LOVMENT BENEFITS 

FIRE AND POLICE PENSION PLAN 
($ in thousands) 

Actuarial Underftmde<I 
Actuarial Actuarial A~rued AALas a 
Valuation Value of Liability Underfunded Funded Covered Percentage of 

hJi, of Jyne 30 ~ (ML) ~ ~ P11yro1t<ll Co~(~d PaYion«> 

2007 .$ 687,096 $ 1,656,653 $ 969,557 41.5% $1,135,592 85.4% 
2008 767,647 J,836,840 1,069,193 41.8 1,206,589 88.6 
2009 809,677 2,038,659 1,228,982 39.7 1,357,249 90.6 
2010 817,276 2,537,825 1,720,549 32.2 1,356,986 126.8 
2011 882,890 2,557,607 1,674,716 34.5 1,343,963 124.6 
2012 927,362 2,499,289 1,571,927 37.l 1,341,914 !17.l 
201 3 1,013,400 2,633,793 1,620,.393 38.5 1,367,237 118.5 
2014 1,200,874 2,783,283 l ,582,409 43.2 1,402,715 112.8 

!•l At-tuarial Accrued Liability minus Actuarial Vttlue of Asset'\, commonly referred to as lJAAL. Positive numbers represent an actuarial dcticit. 
m Actuarial value of assets divided by actuarial accrued liability. 
Cl) J\.nnual payroll against which UAAL amortized 
1
41 UAAL divided by coven:d payroll. 

Source: The fire and Police Pension System Actuarial Valuations. 
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Historically, plan members did not contribute towards healthcare subsidy benefits; all 
such costs were funded from the employer's contribution and investment returns thereon. The 
City negotiated bargaining agreements that will reduce the City's contributions for OPEB 
benefits, which include a 4% active employee contribution toward retiree healthcare for 99% of 
its civilian workforce and a 2% active employee contribution toward retiree healthcare for 71 % 
of its eligible sworn workforce (representing 64% of the sworn workforce). Employees who 
elected to contribute will have their current retiree health benefits and any future subsidy 
increases vested. For those civilian bargaining units and sworn employees that opted not to make 
an additional contribution toward retiree healthcare, their retiree health subsidy has been frozen 
and cannot surpass the maximum subsidy level in effect as of July I, 2011. It is estimated that 
the City OPEB contribution to both systems will be offset by approximately $80 million in Fiscal 
Year 2013-14 as the result of members making the additional contribution toward retiree pension 
costs. 

Two lawsuits are pending challenging the City's actions relative to freezing OPEB 
benefits: Jack Fry, Gary Cline, Sandra Carlsen, Yvette Moreno, and Los Angeles Retired Fire & 
Police Association, Inc. v. City of Los Angeles; and Los Angeles Police Protective League v. 
Board of Fire and Police Pension Commissioners v. City of Los Angeles. See "LITIGATION," 
herein. 

Projected Retirement and Other Post-Employment Benefit Expenditures 

The table below illustrates the City's projected contributions to LACERS for the next 
four fiscal years, assuming no change to the actuarial assumptions used by LACERS' actuary for 
the actuarial valuation as of June 30, 2014. These contributions illustrate the projected cost of 
both pension and OPEB under the existing assumptions. These projections reflect the actuarial 
assumptions described above. 

Table40 
LOS ANGELES CITY EMPLOYEES' RETIREMENT SYSTEM 

PROJECTED CONTRIBUTIONS 

LACERS 
Contributions for Council
controlled Departmcntsm12> 

Percentage of payro110i 

[ncremental Change 
%Change 

Proposed 
~ 

11> Includes the General Fund and various special funds. 
C2> Assumes 7.50% retum on investment. 
c.>> RcJ!ects combined rates for Tiers 1 and 2. 

($ in thousands) 

2016-17 

~ 

27.49% 

$ 10,348 
2.4% 

2017-18 . 2018-19 

~ Sfil,W 

26.24% 25.03% 

$ (13,281) $(I J,426) 
(3.0)% (2.7)% 

2019-20 

$410 743 

23.92% 

$ (7,626) 
(1.8)% 

Source: City of Los Angeles, Office of the City Administrative Officer. Based on infonnation from the LACERS actuary commissioned 
by the City Administnttfre Oflice-r. 
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The table below illustrates the City's projected contributions to FPPP, including the 
projected cost of pension and other post-employment benefits, for the next fom fiscal years, 
based on an illustration provided by FPPP's actuary using the plan's assumed rate of return. 
These contributions include the projected cost of other post-employment benefits. These 
illustrations, which are based on the June 30, 2014 actuarial valuation, reflect the deferred 
investment gains/losses from the previous years, the actuarial assumptions described above, and 
certain benefit enhancements implemented with the adoption of the Tier 5 plan in 2002. Potential 
savings from the establishment of the new Tier 6 pension plan, as approved by City voters in 
March 2011, are not reflected in these estimates. Savings will occm as current active employees 
are replaced by new employees in Tier 6. 

General Fund 

Percentage of Payroll 

Jncremenbll Change 
%Change 

Table 41 
LOS ANGELES FIRE AND POLICE PENSION PLAN 

PROJECTED CONTRIBUTIONs<1> 

($ in thousands) 

[ProposedJ 
2014-15 2015-16 2016-17 Will 

$670,821 $710,SSS $709,689 

50.17% 52.27% 51.35% 

$45,847 $ 39,736 $ (869) 
7% 6% (0.1)% 

2018-19 

$690,746 

48.97% 

$ (18,943) 
(3)% 

(O Does not reflect recent changes in assumptions, including reduction in asswned rate of return on market value of assets or revised 
smoothing .. 

Source: City of Los Angt:les, Office of the City Administrative Officer. Based on infonnation trom the FPPP actuary requested by lilt:: City 
Administrative Officct. 

City Treasury Investment Practices and Policies 

The Treasurer invests available cash for the City, including that of the proprietary 
departments, as part of a pooled investment program that combines general receipts with special 
funds for investment purposes and allocates interest earnings on a pro-rata basis when the 
interest is earned and distributes interest receipts based on the previously established allocations. 
The Treasurer also maintains a limited number of special pools established for specific purposes. 

The City's General Pool is further divided into a core pool and a reserve pool. The core 
or liquidity portion is targeted at the City's net liquidity requirements for six months. All 
investments in the core section of the portfolio have maturities of one year or 1ess. The balance 
of the General Pool not required for the City's six-month liquidity requirement is invested in the 
reserve portfolio. The reserve po1tfolio holds investments ranging from one to five years. 
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Descril!tion 
Bank Dcposits<11 

BNYM Sweep Accounts 
LA.IF (State of California) 
Subtotal Cash and Overnight lnvcstmenls 

CDAAS C21 

Commercial Paper 
Negotiable Certificates of Deposit 
Corporate Notes 
U.S. Federal Agencies 
U.S. TreasuriC.'I 
Subtotal: Pooled Investments 

Total Short Term Cure Portfolio 

Money Market Funds 
Commercial Paper 
Negotiable Certificates of Deposit 
Corporate Notes 
U.S. Federal Agencies 
lJ .S. Treasuries 

Total Long-Tenn Reserve Ponfolio 

Total Cash and Pooled Investments 

Average Weighted Maturity 
Effective Yield 

Table 42 
POOLED INVESTMENT FUND 

GENERAL POOL 
Investments as of February 28, 2015 

Par Value )1&Tket Value 
$ 151,260,614 $ 151,260,614 

$ 151,260,614 $ 151,260,614 

$ 7,000,000 $ 7,000,000 
1,334,452,000 l ,334, 158,504 

190,000,000 191,271 ,800 
536,018,000 536,997,145 

$2,067,470,000 $2,069,427,449 

$2,218,730,614 $2,220,688,063 

$ s 

1,269,804,000 1,281,866,403 
697,000,000 704,899, 177 

4 447,000,000 4,508, 764,0SO 
.$6,413,804,000 $6,495,529,630 

$8,632,534,614 $817161217,693 

Short-Term Core l'ortfoliu Long-Term Reserve Portfolio 
64 Days 2.7 Yem 
0.36% 1.22% 

Percent of 
Total l<'unds Average 

{Market Value DaJ'.s 
1.74% I 

1.74% 

0.08% 255 
15.3 1 45 

2.19 194 
6.16 80 

23.74% 69 

25.48% 64 

14.71% 1,081 
8.09 919 

Sl.73 995 
74.52% 1,004 

100.00% 764 

Consolidated 
2.1 Years 

l.OOo/o 

c•i Collected balance for Wells Fargo Active Accounts. 
<
2> Certificate of Deposit Account Registry Service, which provides capital to community banks that lend and provide services in economic.ally 

distressed areas. Deposits 1ue insun:d through FDIC. 

Source: City of Los Angeles, City Treasurer. 

The City's treasury operations are managed in compliance with the California 
Government Code and t;lecording to the City's Statement of Investment Policy (the "Investment 
Policy"), which sets forth permitted investment vehicles, liquidity parameters and maximum 
maturity of investments. The Investment Policy is reviewed and approved by the Council on an 
annual basis. 

The Treasurer does not invest in structured and range notes, securities that could result in 
zero interest accrual if held to maturity, variable rate, floating rate or inverse floating rate 
investments and mortgage-derived interest or principal-only strips. 

The Investment Policy permits the Treasurer to engage custodial banks to enter into 
short-term arrangements to loan securities to various brokers. Cash and/or secmities (United 
States Treasuries and Federal Agencies only) collateralize these lending arrangements, the total 
vaJue of which is at least 102% of the market value of securities loaned out. The secmities 

A-55 



C:\Users\292812\Down!oads\Appendix A-2015 _ v267(Ref00Bs).docx 

lending program is limited to a maximum of 20% of the market value of the Treasurer's pool by 
the City's lnves1ment Policy and the California Government Code. 

Capital Program 

The City annually budgets capital improvements in a number of special purpose funds, as 
well as the General Fund. The table below represents the expenditures toward capital 
improvements by revenue type. This table excludes the expenditure of proceeds of general 
obligation bonds. 

Table 43 
CAPITAL IMPROVEMENT EXPENDITURE PROGRAMl1> 

($ in thousands) 

2011-12 2012-13 rul:l1 

General FW1d<2> $ 6,361 $ 8,462 $ 8,286 
Special Gas T11JC Slreet Improvement l'und 1,789 10,333 6,81 5 
Stormwatcr Pollution Abatement Fund 278 484 296 
Special Parking Revenue Fund 6,868 0 0 
Sewer Const.ruction and Maintenance l'und 136,855 110,745 116,330 
Park and Recreational Sites and Facilities H.md 624 536 256 
Street Lighting Maintenance Assessment Fund 1,425 968 0 
Proposition C Anti-Gridlock Transit Improvement Fund 65 65 0 
Arts & Cultural Facilities and Svcs Trust Fund 219 93 0 
Local Transportation Fund'3> 1,454 2,901 612 
Measure R Loe.al Retum Fund 0 0 3,728 
Other .Q _J,Qll -1.Q12 

Totai<4> $155,940 $135,660 $137,399 

ca~h bo:;is. 

Estimated Proposed 
2014-15 .wi:.12 

$ 9,460 $ 12,232 
10,000 7,557 
1,650 5,456 

0 0 
128,660 248,038 

516 2,750 
0 5 
0 0 
0 0 

1,300 2,314 
774 400 

-----1..Q.®. __Q 
$153,360 $277,728 

(I) 

(l) General Fund reflects Municipal Facil ities funding only. Excludes $62.5 million in funding provided in the Public Works Street Setvices 
Budget for street resurfacing and sidewalk repai, which is included when evaluating the City's policy of allocating nt lease 1% of its 
General Fund to capital projects. 

(J) 

(4) 
Funded by portion of State sales tax dedicated towards this purpose. 
Totals may not add due to rounding. 

Source: City of Los Angeles, Office of the City Administrative Officer. 
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MAJOR GENERAL FUND REVENUE SOURCES 

Following is a discussion of the City's principal General Fund revenue sources. See 
"LIMITATIONS ON TAXES AND APPROPRIATIONS" herein. The following represents 
the revenues for Fiscal Year 2013-14 and projected revenues for Fiscal Years 2014-15 and 2015-
16, as contained in the Fiscal Year 2015-16 [Proposed] Budget. 

Table 44 
FISCAL YEARS 2013-14, 2014-15 AND 2015-16 

GENERAL FUND RECEIPTs<1> 
($ in thousands) 

[Percent 2014-15 Percent 2015-16 Percent 
2filH1 of Total) Estim!ll~d ~ !fro.112~edl of1'otal 

Property Tax.('.I) $ 1,589,983 32.1% $ 1,645,061 31.8% $ 1,752,730 32.5% 
Redirection of cx-CRA Tax Increment Mooies 70,197 1.3 51,51 l l.O 52.580 1.0 
Licenses, Permits, Fees and Fines 831,974 16.8 826,571 16.0 853,159 15.8 
Utility Usen;' 'J'ax 627,437 12.7 636, 144 12.3 627,400 11.6 
Husincss Tax 475,397 9.6 485,000 9.4 491,000 9.1 
Sales Tax 356,503 72 372,318 7.2 426,120 7.9 
Power Revenue Transfer 253,000 5.1 265,586 5.1 273,000 5.1 
Parking Fines 161,146 3.3 154,500 3.0 157,590 2.9 
Tr1111sient Occup1111cy Tax 184,382 3.7 200,553 3.9 22 1,000 4.1 
Documentary Transfer Ta."< 181,463 3.7 199,551 3.9 204,llS 3.8 
Parking Users ' Tax 95,676 1.9 100,581 1.9 103,600 1.9 
.Franchise Income 44,365 0.9 45,603 0.9 45,296 0.8 
Interest 15,792 0.3 16,000 0.3 17,600 0.3 
State Motor Vehicle License Fees 1,737 0.0 1.678 0.0 1,678 0.0 
Tobacco Settlement 9,112 0.2 9,106 0.2 9,106 0.2 
Grants Receipts 8,888 2 11,300 0.2 9,800 0.2 
Trllllsfer from Telecommunications Development Account 0 0.0 0 0.0 5,223 0.1 
Residential Development Ta.x 3,340 0.1 3,968 0.1 4,740 0.1 
Special Parking Revenue Transfer 35,142 0.7 30,635 0.6 56,500 1.0 
Budget Stabilization Fund Transfer 8,029 0.2 0 0.0 0 0.0 
Reserve Fund Transfer 0 _M ll 7,,i46 _u 80 000 Ll 

Total General ReceiptsCll $4,953,564 100.00% $5,173,2 14 100.00% $5,392,237 100.00% 

II) Cash basis. 
(2) Includes property tax received in lieu of sales tax and motor vehicle license fees. 
CJ) Totals do not add due to rounding. 

Source: City ofL-OS Angeles, Office of the City Administrative Officer. 

For purposes of this Appendix A and in the City's various budget documents, revenues 
are reported on a "cash" basis, meaning receipts are recognized when cash is received. This 
method differs from GAAP, which recognizes revenues on a "modified accrual" basis. The 
City' s CAFR includes reporting of revenues based on GAAP. See the City's CAFR Note 1-D for 
a discussion of the basis for reporting. 

In recent years, various changes in the way the State allocates property tax, sales tax and 
motor vehicle license fees have complicated the presentation of certain revenues, as discussed 
below under the relevant revenue sources. For example, on March 2, 2004, California voters 
approved Proposition 57, a bond act authorizing the issuance of up to $15 billion of Economic 
Recovery Bonds ("ERBs"), to fund the accumulated State budget deficit. The entire authorized 
amount of ERBs was issued in three sales, in May and June 2004, and in February 2008. These 
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bonds are secured by a pledge of revenues from an increase in the State's share of the sales and 
use tax of one-quarter cent beginning July 1, 2004. The share of the tax allocated to local 
governments was reduced by the same amoWlt and, in exchange, local governments now receive 
an increased share of the local property tax (and K-12 school districts and commWlity colleges 
receive a reduced share) until the ERBs are repaid. All education agency property tax reductions 
are offset by increased State aid. This shift in revenues between the State and local governments 
is known as the "Triple Flip." Although the final stated maturity of the ERBs is in 2023, they 
could be repaid by the State in advance of that date; the State currently estimates that all 
outstanding ERBs will be effectively retired in the first quarter of Fiscal Year 2015-16. As such, 
sales tax revenues will increase in Fiscal Year 201 5-16 while property tax revenues will decrease 
as a result of the adjustments involved in ending the triple flip. 

As a result of a separate action, the State now supplements the City's property tax by an 
amount intended to backfill a portion of motor vehicle license fees ("VLF") lost as a result of the 
State's reduction in the fee's rate. These various reallocations have affected the timing of the 
receipt by the City of the impacted revenues. 

Property Tax 

Property taxes, including various State replacements and the reallocation of tax increment 
from the dissolution of redevelopment, represent 33 .5% of General Fund revenues in the 2015-
16 [Proposed] Budget. Under Article XIII A of the State Constitution (enacted in 1978 through 
the passage of Proposition 13) and its implementing legislation, ad valorem taxes on real 
property (other than taxes relating to certain voter-approved indebtedness) are limited to 1.0% of 
the "full cash value of property." Full cash value is generally defined as the valuation of real 
property as shown on the 1975-76 tax bill or, thereafter, as the appraised value of property when 
purchased or newly constructed after the 1975 assessment period. Real prope1iy valuation may 
be increased to reflect inflation, not to exceed 2.0% per year. (See "LIMITATIONS ON 
TAXES AND APPROPRIATIONS" herein.) 

The assessed valuation of property is established by the County Assessor, and reported at 
100% of the full cash value as of each January 1. except for public utility property, which is 
assessed by the State Board of Equalization. 

Beginning in 1983, State law provided for the establishment of a "supplemental roll;" real 
property is reassessed at market value on the date property changes ownership or upon 
completion of new construction (known as the "floating lien date"). A supplemental tax is 
collected for the remainder of the tax year. 

The CoWlty collects the ad valorem taxes. Taxes arising from the 1 % levy are 
apportioned among local taxing agencies on the basis of a formula established by State law. 
Under this formula, the City receives a base year allocation plus an allocation on the basis of 
growth in assessed value (consisting of new construction, change of ownership and inflation). 
Taxes relating to voter-approved indebtedness are allocated to the relevant taxing agency. 
Beginning in Fiscal Year 1990-91 (with the adoption of new State legislation), the CoWlty 
deducts the pro-rata cost of collecting property taxes from the City's allocation. 

The State Constitution and statutes provide exemption from reassessment for property 
upon certain changes of ownership, such as between spouses or certain intergenerational 
transfers, and from ad valorem property taxation for certain classes of property, such as local 
governments, churches, colleges, nonprofit hospitals, and charitable institutions. State law also 
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allows exemptions from ad valorem property taxation at $7,000 of full value of owner-occupied 
dwellings and 100% of business inventories. Revenue losses to the City from the homeowner's 
exemption are replaced by the State. 

A property owner may apply for a reduction of the property tax assessment for that 
owner's property. The most common type of appeal filed is known as a "Proposition 8" appeal, 
in which the property owner seeks a reduction in a particular year's assessment based on the 
current economic value of the property. The assessor may also adjust valuations based on 
Proposition 8 criteria independently, without a ta.xpayer appeal. Property owners may also 
appeal the Proposition 13 base assessment of a property. Although less frequently filed, such 
appeals, if successful, can permanently reduce the enrolled valuation of a property until it is sold. 

All taxable real and personal property is classified as either "secured" or "unsecured" and 
is listed accordingly on separate parts of the assessment roll. The ':secured roll" contains real 
property (land and improvements), certain taxable personal property (such as business equipment 
on business-owned property), and possessory interests (a leasehold on otherwise exempt 
govemment property). The "unsecured roll" contains taxable property that is not secured by the 
underlying real property, the majority of which is business equipment on leased or rented 
premises, and other taxable personal property such as boats and aircraft, as well as delinquent 
possessory interests. The balance of personal property has been exempted by State law from 
property taxes. For recent years, approximately (94%-confirmJ of the City's property tax is 
derived from property contained on the secured roll. 

Property taxes on the secured roll are due in two installments; arid become delinquent 
after December 10 and April 10, respectively, and a 10% penalty is added to delinquent taxes. 
Such property may thereafter be redeemed by payment of the delinquent taxes and the 
delinquency penalty, plus a redemption penalty of l.5% per month to the time of redemption. If 
taxes are unpaid for a period of five y~ars or more, title to the property passes to the State and is 
subject to sale by the County Tax Collector. 

Property taxes on the unsecured roll become delinquent on August 31. A 10% penalty 
attaches to delinquent taxes on property on the unsecured roll, and an additional penalty of 1.5% 
per month begins to accrue on November 1. The taxing authority has four ways of collecting 
delinquent unsecured personal property taxes: (I) civil action against the taxpayer; (2) filing a 
certificate in the Office of the County Clerk specifying certain facts to obtain a judgment lien on 
certain property of the taxpayer; (3) filing a certificate of delinquency for recordation in the 
County Recorder' s Office, to obtain a lien on certain property of the taxpayer; and (4) seizure 
and sale of personal property, improvements or possessory interests belonging or assessed to the 
delinquent taxpayer. 

The County did not elect to implement the Alternative Method of Distribution of Tax 
Levies and Collections and of Tax Sale Proceeds (commonly referred to as the '~Teeter 

Plan"), whereby counties may opt to remit to local agencies the amount of uncollected taxes in 
exchange for retaining any subsequent delinquent payments, penalties and interest that would 
have been due to the local agency. As such, the City' s property tax revenues reflect both reduced 
property tax revenue from uncollected taxes and increased revenue from the subsequent receipt 
of delinquent taxes, interest and penalty payments. 
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Recent assessed valuations within the City appear in the table below. 

Table 45 
ASSESSED VALUATION 

2010 2011 2012 

Land $213,247,961,848 $216,23 I ,591,560 $220,930,613,00 I 
Buildings and Struclures 184,878,471 ,065 J 88,587,844,393 194,894,140,295 
Business Pcrsoml Property 27,13M5~ 693 Mi 856,S~Z.608 22431,15~.552 
Gross Totalm 425,264,888,606 431,676,003,561 442,255,906,848 
Less: Church. Welfare, etc. C2> 21,336,061 ,783 22 602,918.177 23 129,20LJ71 
Revenue-Producing Valuations 403,928,826,826 409,073,085,384 419,126,705,477 
Less: Homeowners' E.xcmplionsfl> 2 696~1.247 2 674.222,445 2,629,352,J46 
Net Total Revenue-Producing VaJuationsl•> $401,232,605,576 $406,398,858,939 $416,497,349,131 

m Assessed values do not include Board of Equalization valued properties, such us utilities. 
I?> Exemptions not reimbursed to local governments by the Stale. 
13' Exemptions reimbursed to local governments by the State. 
c•> Valuations on which revenue is collected. 

Source: Counly of Los Angele.~, Office ofthc Assessor, Annual Reports. 

2013 

$232,778743,317 
205,41 1,896, 165 
~.480,421 ,Zl2 

464,671,131,194 
2.4 l36,984,!4J 

440,534,147,051 
2,588,592,413 

$437,945,554,578 

2014 

$248, 792,504, 198 
215,540,855,692 
'!.Z745 89M90 

492,079,256,480 
is,148.I;H 867 

466,93 1, 124,613 
2 545,252,570 

$464,385,872,043 

The State Budget has resulted in various reallocations of property tax revenues, including 
the "Triple Flip" of property tax and sales tax and the "backfill" of VLF revenues with an 
increased allocation of property taxes. The table below summarizes those reallocations received 
as property tax. 

l % Property Tax 
Vehicle I .icense Fee Replacement 
Sales Ta:>< Replacement 
Total Property Tax 

Table 46 
PROPERTY TAX REVENUES BY SOURCE<1

) 

($ in thousands) 

2011-12 W2..:Ll. 1Q.U:H 

$ 994,966 $1,109,285 $1,127,721 
316,857 324,644 341,226 
100,538 116 458 121 036 

$1,412,361 $1,.550,388 $1,589,983 

&ti mated [Proposed] 
~ 2015-16 

$1 , 161,486 $1 ,245,470 
361,672 379,940 
W ,903 122,320 

$1,645,061 $1,752,730 

<•> Cash basis. Excludes property illxe.~ attributable to the dissolution of the I .os Angeles C'.ooununity Redevelopment Agency. 

Source: City of Los Angeles, Office of the City Administrative Officer. 

In preparing its budget, the City forecasts property taxes based on each of the specific 
categories of receipts (secured and unsecured, current and delinquent receipts and State 
replacement funds) based on appropriate indices. Current receipts are forecasted based on the 
County Assessor's estimate of changes in assessed valuation, including declines in valuation as a 
result of sales, appeals, Proposition 8 adjustments, and adjustments based on the consumer price 
index. The City's Fiscal Year 2015-16 [Proposed] Budget assumes growth of 5 .1 % in growth in 
assessed valuation and 7 .2% growth in property tax. 
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A list of the 20 largest taxpayers, based on secured assessed valuations within the City for 
Fiscal Year 2014-15, appears in the table below. 

Table 47 
CITY OF LOS ANGELES 

TWENTY LARGEST 2014-15 SECURED TAXPAYERS 

C.umulative 
2014-15 Secured Percent of Percent of 

Propertv Owner Primary Land Use Assessed Valuation Secured AV Secured AV 

Douglas Emmett LLC Office Building $ 2,480,013,871 0.55% 0.53% 
Anheuser Busch Ille. Industrial 850,297,393 0.19 0.71 
Valero Energy Corporation Possessory Interest/Petroleum 828,316,149 O.lS 0.89 
Phillips 66 Possessory interest/Petroleum 774,119,463 0.17 1.06 
Donald T. Sterling Apartments 705,697,658 0.16 1.21 
BRE Properties Inc. Apartments 615,459,124 0.14 134 
One Hundred Towers LLC Office Building 608,018,860 014 1.47 
Tishman Speyer Archstone Smith Apartments 573,604,386 0.13 1.59 
Tesoro Corporation Possessory Intercst/J>etroleum 571,942,203 0.13 1.71 
APM Terminals Pacific Ltd. Possessory lnterestffenninal Operations 550,437,546 0.12 1.83 
Paramount Pictures Corp. Industrial/Studio 536,611,892 0.12 1.95 
Olympic And George Partners LLC Hotel/Res idenccs 524,837,736 0.12 2.06 
Century City Mall LLC Shopping Center 502,013,067 0.11 2.17 
Westfield Top11Dga Owner LP Shopping Center 493,199,619 0.11 2.27 
LA Live Propertits LLC Comm~rcial 490,311,384 0.1 I 2.38 
Taubman-Heverly Center Shopping Center 479,464,207 0.11 2.48 
Casden Park La Brea Apartments 469,530,8\8 0.10 2.58 
T1izec 333 LA Ll,C Office Building 468,870,272 0.10 2.68 
Duesenbczg Investment Company Office Building 455,881,566 0.10 2.78 
Wilshire Courtyard LP Office Building 4iZ.409,07Q 0.10 2.87 
Total $13,401,036,284 2.99"/o 

Source: California Municipal Statistics, Inc. 

Until recently, a portion of ~e property taxes collected in the City were allocated to 
redevelopment project areas as tax increment. As part of the State's Fiscal Year 2012 budget, 
legislation was approved to eliminate redevelopment agencies. This matter was the subject of 
litigation. On December 29, 201 I, the California State Supreme Court ruled in favor of the 
legality of abolishing redevelopment. As a result, the City's Community Redevelopment Agency 
C'LNCRA") was abolished as of February l, 2012. The City decided not to serve as the 
successor agency, and the Governor appointed three individuals to serve as the "Designated 
Local Authority." 

A portion of the funds previously allocated to LA/CRA will now be allocated to 
overlapping taxing jurisdictions. The amount of property tax funds available for distribution to 
taxing entities is subject to a legislatively mandated process. This process involves approval of a 
Recognized Obligation Payment Schedule ("ROPS") by the Successor Agency and then by a 
seven person county-wide Oversight Committee comprised of representatives of overlapping 
taxing jurisdictions. The ROPS lists all the enforceable obligations against tax increment and 
other funds of the fonner agency for a given six-month period. This ROPS is subject to further 
review by the State Department of Finance, who can reject any of the enforceable obligations 
that they find questionable. Based on the Department of Finance approved ROPS, the County 
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Auditor-Controller then remits to taxing entities any tax increment funds that are in excess of the 
amount needed to fund the enforceable obligations of the current six month period. 

Utility Users' Taxes 

Utility users' taxes represent 11.6% of General Fund revenues in the Fiscal Year 2015-16 
[Proposed] Budget. The City imposes taxes on users of natural gas, electricity and 
communication services within the City's limits. The tax is [9%] of utility charges on taxable 
communication services, [10%] for natural gas and residential electricity, and [12.5%] for 
commercial and industrial electricity. 

An exemption from the utility users' tax is available to senior citizens over the age of 62 
and to disabled individuals; provided that the combined adjusted gross income of all household 
members is below the "very low income" limitation for a family of two persons under the 
Section 8 housing programs. As provided by the State Constitution, insurance companies are 
exempt from the tax. In addition, County, State, Federal and foreign governments within the City 
are not subject to this tax, as the City has no authority to impose a tax on these entities. 
Exemptions account for approximately I 0% of the total tax base. 

Revenue estimates account for known impacts, such as from DWP rate increases, and 
market indicators, such as natural gas futures. Utility users' tax receipts can be volatile, as they 
reflect not only power, gas and telephone rates, but also business activities and changing 
technologies. Both electricity and natural gas sales are sensitive to weather (warm winters and 
cool summers reduce demand). Communication users' tax receipts have declined as consumers 
abandon landline communication and switch to cheaper voice and texting mobile communication 
plans. 

The tax on electricity is collected by DWP which, in September 2013, implemented a 
new customer information system. DWP has experienced delayed bil1s in connection with the 
use of the new system, as customer accowits that are missing meter reading information or 
meeting other exception processing criteria are held in a queue for manual review and 
intervention prior to release of the bills. DWP has also seen an increase in estimated bills that 
are sent to customers where metering information is not available. DWP has temporarily 
adjusted its collection practices in light of such concerns, which has contributed to higher 
delinquency .rates, and could increase the risk of customer nonpayment. Improvements to the 
system resulted in DWP cash collection in March and April, 2014, that were at or above the 
budgeted level. [update] [The budgeted increase in revenues incorporates estimated receipts of 
approximately $17 million in delayed 2013-14 billings-this was in the Revenue Outlook, but 
does not appear to be reflected in the numbers below] 

The City's electorate approved Proposition S on the February 5, 2008 election ballot. This 
measure replaced the prior telephone users' tax ordinance with a modern commwiications tax 
ordinance. The measure reduced the rate of the City tax on users of communications services from 
10% to 9%, and distributed the tax burden to a broader tax base than the prior ordinances, 
including private communication services, voice mail, paging services, text messaging and pay
phone usage. The new tax applies to all users of telephone services, whether traditional "land 
line," wireless, or broadband telephone service to the extent permitted by federal law. Federal law 
currently prohibits the taxing of internet access (such as charges from internet service providers 
for access to the internet) and accordingly internet access is not taxed. 
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The City's telephone users' tax ordinance has been the subject of litigation challenging 
application of the tax to certain telecommunications services as a result of outdated ordinance 
definitions or references to outdated federal laws. One outstanding suit, Ardon v. City of Los 
Angeles, is a class action challenging the validity of the City's telephone users' tax based on a 
federal government interpretation of the federal excise tax. On July 25, 2011, the State Supreme 
Court held that class actions against municipalities for refunds of local taxes are permitted under 
State law, and remanded the matter back to the trial court for consideration on the merits. The 
City collected approximately $750 million of telephone users' tax between the time federal law 
changed in 2006 and the electorate approved a measure in 2008 that modernized the City's 
ordinance. Only a portion of the collected telephone users~ tax is vulnerable to the claims made 
in Ardon and the City believes that if the plaintiffs were to prevail on all substantive and 
procedural issues (which the City believes is unlikely), the City's liability would not exceed 
$300 million and could be substantially less. (See "LITIGATION" herein.) [update?] 

The table below shows the actual and budgeted receipts from the Utility Users' Tax: 

Electric Users ' Tax 
Gas Users' Tax 
Commw1ications Users' Tax 
Total 

co Cash basis. 

$303,765 
68,295 

...lli..ru 
~ 

Table 48 
UTILITY USERS' TAX RECEIPTs<•> 

($ in millions) 

20 12-13 

$320,432 
66,017 

_m.m 
~ 

2013-14 

$331,307 
73,078 
~ 
~ 

Source: City of Los Angeles, Office of the City Admini:itrative Officer. 

Sales Tax 

2014-lS 2015-16 
I;stimated [Pro(!Q~~!ll 

$360,720 $368,100 
70,359 66,SOO 

205.065 ...!2UQQ 
~ ~ 

Sales tax receipts represent 7.9% of General Fund revenues in the Fiscal Year 2015-16 
[Proposed] Budget. Sales and use taxes are collected on the total retail price of tangible personal 
property sold, unless specifically exempted. Included in the current County-wide tax: rate is a 
sales tax collected by the State on behalf of cities (or, for unincorporated areas, on behalf of 
counties). The current local tax rate is 0.75%, reduced from 1.0% in 2004. Allocation of the 
0.75% local component (often referred to as the "Bradley-Bums Sales Tax") is on the basis of 
"situs/' or the point of sale. Additional sales taxes can be collected based on local voter 
approval. Included in the current County-wide rate are sales taxes collected for the Los Angeles 
County Metropolitan Transportation Authority for transportation purposes. A portion of those 
taxes is remitted to the City for deposit in three special revenue funds. 

Effective July 1, 2004, the traditional Bradley-Burns Sales Tax was modified by a State 
budgetary change known as the Triple Flip, a complex revenue swap to secure the State's ERBs. 
The Triple Flip traded 0.25% of the 1 % city share of the sales tax for an equal amount of 
property taxes from the countywide Education Revenue Augmentation Fund, and will remain in 
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place until the ERBs are retired, currently estimated to occur by the first quarter of of Fiscal 
Year 2015-16. 

Statewide taxes were increased by 0.25% for four years, effective January 1, 2013, to 
increase funding for education. The combined tax rate within the City is currently 9.00%. · 

The components of the current sales taxes collected in the City are presented below. 

State Rate 
General Fund Portion 
Local Revenue FWld 

State Educution 
Protection Accom1t 

Local Public Safety 

Total State Rate 

~oiform 1,,ocal Tax R:ltc 
(Statewide) 

Cow1ty Transportation 
Local Point of Sale 

Total Unfform Local Rate 

Ol!tional Local Ratcs(I> 
Propo~ition /\ 
Proposition C 
Measure R 

Total Optional Local Rate 

Total Sales Tax Rate<2> 

4.1275% 
1.5625% 

0.25% 

0.50% 

6.50% 

0.25% 
0.75% 

1.00% 

0.50% 
0.50% 
0.50% 
1.50% 

9 00°61 

Table 49 
WS ANGE.LES CITY 

SALES TAX COMPONENTS 
Since July l, 2011 {review) 

To support local health program costs (1991 realignment) and public safety services (2011 
realignment). 
Voter approved school funding (November 2012). Expires in 2016-2017. 

For the Local Public Safety Fund, approved by the State voters in 1993 to support local crirninel 
justice activities. The City receives approximately $30 million annually. 

The County allocates a small portion of this to the City. 
This is the City "Ilradley-Burns" sales tux, allocated by point cJf sale. The City's shiue was reduced 
from 1.00% by the Triple Flip starting July 2004. This provision is expected to expire with the 
retirement of the Economic Recovery Donds. 

Voter-approved measure to improve public transit and reduce traffic congestion. 
Voter-approved measure to improve public transit and reduce traffic congestion. 
Voter-approved mea~ure to improve public transit and reduce traffic congestion. 

<1
> State law pennits optional voter approval of local tttX rates. These rates are levied in 0.25% and 0.5% increments. 

m The total within the State ranges from 7.50% to the ma.ximum allowable rate of I0.00%. 

Source: City of Los Angeles, Office of the City Administrative Officer 
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The following table shows the actual and budgeted General Fund receipts from the Sales 
Tax. These revenues reflect the reduction in receipts from the Triple Flip, which commenced in 
Fiscal Year 2005-06. After a two-year decline during Fiscal Years 2009-10 and 2010-11, 
totaling over 17%, the City has experienced steady growth in sales tax in subsequent years. The 
Fiscal Year 2015-16 [Proposed] Budget assumes 14.5% growth, [which includes certain one
time receipts associated with the ending of the Triple Flip]. Without this boost, sales tax would 
be expected to grow 4.4% next year, 

m Cash basis. 

Fiscal Year 

2011-12 
2012-13 
2013-14 
2014-15 (Estimated} 
2015-16 [Proposed} 

Table 50 
GENERAL FUND SALES TAX RECEIPTS 

($ in thousands) 

Receiots<J> 

$323,246 
338,970 
356,503 
372,318 
426,120 

Soure<:: City ofLos Angeles, Office of the City Administrative Officer. 

Business Tax 

Business tax receipts represent 9.1 % of General Fund revenues in the Fiscal Year 2015-
16 [Proposed] Budget. The business tax is imposed on persons engaged in a business within the 
City. The tax rate formula, which is established by ordinance, varies based upon the type of 
business. Beginning in Fiscal Year 2005-06, a number of permanent tax reform measures were 
implemented. These reforms included exemptions for small businesses, changes in the taxing 
methodology for entertainment production companies, and the establishment of tax rate 
reductions that were triggered by growth in revenue. Most recently, the City adopted an 
ordinance that reduced the taxes on mutual funds over three years, beginning in the 2012 tax 
year, with an estimated $7.5 million reduction to receipts. Additionally in July 2012, the City 
adopted an ordinance to eliminate the gross receipts tax on new car dealers, which was estimated 
to reduce business tax revenue by approximately $3 .8 million beginning in 2012-13 

The table below shows the actual and budgeted receipts from the business tax. In years 
when the City extends tax amnesty to delinquent taxpayers, annual tax revenue is augmented 
with one time receipts. The most recent amnesty period was in Fiscal Year 2013-14, with $18 
million in delinquent payments and penalties received; Fiscal Year 2014·15 reflects lower 
estimated receipts as a result of the loss ofthis one-time revenue. 
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ciJ Cash basis. 

Fiscal Year 
2011-12 
2012-13 
2013-14 
2014-15 (Estimated) 
2015-16 [Proposed] 

Table 51 
BUSINESS TAX RECEIPTS 

($ in thousands) 

Source: City of Los Angeles, Olf1ce of the City Administrative Officer. 

Receiots<ll 
$439,802 

448,832 
475,397 
485,000 
491,000 

[The City is currently evaluating its current business tax structure in response to a 2011 
citizen advisory committee recommendation to phase-out the City's business tax. The Mayor has 
proposed reducing the City's business tax by $45 million, beginning in 2015-16, phased in over 
three years with approximately $15 million in reductions added each year.] 

Licenses, Permits, Fees and Fines 

This category of revenues includes reimbursements to the General Fund from various 
special revenue and enterprise funds of the City, and charges for special services perfonned by 
City departments. Reimbursements include the costs of police, fire and other City services to the 
Airports and Harbor departments, and staff costs for the sewer construction and maintenance 
program. These revenues also include charges imposed as regulatory measures by City 
departments, and fees charged for paramedic ambulance services. Licenses, Permits, Fees and 
Fines receipts represent 15.8% of General Fund revenues in the 2015-16 [Proposed] Budget. 

The table below shows the actual and budgeted receipts from licenses, pennits, fees and 
fines. 

Ambulance fees 
Services to Dept of Airports 
Services to Harbor Dept. 
Services lo DWP 
Services to Sewer Program 
Solid Waste Fee 
Gas Tax Reimbursements 
Special Funds Related C'..osts 
One Time Reimbursements 
Other Departmental Receipts 
Other Receipts 
Total General Fund<21 

Cash basis. 

Table52 
LICENSES, PERMITS, FEES AND FINES RECEIPTS <1> 

($ in thousands) 

2011-12 
$ 66,869 

58,819 
24,891 
16,184 
64,881 
62,792 
24,023 

147,577 
52,873 

194,691 
13.939 

$727,539 

2012-13 
$ 66,745 

61,490 
20,912 
18,859 
73,497 
51,587 
30,059 

130,961 
65,071 

189,765 
~ 
$724,351 

2013-14 
s 72,999 

69,676 
24,329 
19,203 
82,689 
38,871 
34,859 

197,846 
68,153 

207069 
16 282 

$831,974 

Estimated 
2014-15 

s 75,453 
61,354 
24,948 
19,803 
79,488 
46,499 
36,515 

156,719 
29,056 
188935 

107.803 
$826,571 

(J) 

(2) Totals may not add due to rounding. 

Source: City ofLos Angeles, Office of the City Administrative Officer. 
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2015-16 
.$ 79,000 

59,130 
26,696 
23,183 
73,990 
66,880 
24,789 

205,255 
2,683 

177577 
113 975 

$853,159 
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Documentary Transfer Tax 

Documentary Transfer Tax receipts represent 3.8% of General Fund revenues in the 
Fiscal Year 2015-16 [Proposed] Budget. The documentary transfer tax is imposed on each 
transaction in which real property is sold that is evidenced by a recorded document. The City's 
tax rate is 0.45% of the value of real property transferred. This tax is in addition to the 0.11% tax 
($ 1. 10 per $1,000) levied by the County. This tax is tied to real estate market activity and is 
more volatile than other City revenues as it is a factor of both sales volume and sales price. The 
greatest impact is seen when the two components move together. Thls tax revenue declined 29% 
in Fiscal Year 2007-08, and another 31 % in Fiscal Year 2008-09. The (Proposed] Budget 
assumes modest growth of 2.3%. The table below presents actual and budgeted receipts from this 
revenue source. 

{I) Cash bUis. 

Table 53 
DOCUMENTARY TRANSFER TAX RECEIPTS 

($in thousands) 

Fiscal Year 
2011-12 
2012-13 
2013-14 
2014-15 (Estimated) 
2015-16 f Prnposed] 

~(I) 

$103,237 
147,282 
181 ,463 
199,551 
204,115 

Source: City of Los Angeles, Office oftlle City Administra1fre Officer. 

Transient Occupancy Tax 

Transient Occupancy Tax receipts represents 4.1 % of General Fund revenues in the Fiscal 
Year 2015-16 (Proposed] Budget. The City imposes a tax for the privilege of occupancy in any 
hotel at the rate of 14% of the room charge. The tax is collected by hotel operators and remitted 
to the City monthly. This revenue is very sensitive to changing conditions that affect travel. In 
budgeting for this revenue, the City relies on industry data and forecasts of average room rates and 
hotel occupancy. Fiscal Year 2015-16 assumes an additional revenue of $5 million from 
presumed tax collection agreements to be negotiated between the City and short-term rental 
websites. Due to uncertainty associated with this new revenue, the Council added instructions to 
the Adopted Budget that the appropriations backed by this revenue are contingent upon its receipt. 
The 14% tax rate is composed of two parts: a 13% General Fund tax and a 1% special tax to fund 
the Los Angeles Convention Visitors' Bureau (also known as L.A. , Inc.). The table below 
presents actual and budgeted General Fund receipts at the 13% portion of the tax rate. 

(I) Cash basis. 

Table 54 
GENERAL FUND TRANSIENT OCCUPANCY (HOTEL) TAX RECEIYfS 

($ io thousands) 

fiscal Year 
201!-U 
2012-13 
2013-14 
2014-15 ():;stimated) 
2015-16 [Proposed] 

A-67 
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$151,722 
167,824 
184.382 
200,553 
216,000 
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Source: City of Los Angel~, Office of the City Administrative Officer. 

Parking Fines 

Parking Fine receipts represent [3.2%] of General Fund revenues in the Fiscal Year 2015-
16 [Proposed] Budget. The City receives revenues from parking fines; the schedule of fines is 
established by the Council. For budgeting purposes, parking fine revenue forecasts are based on 
the number of parking enforcement officers employed by the City's Department of 
Transportation (the "Transportation Department"), and estimates of average revenues per ticket 
based on historical trends, collection rates and average worker productivity. [Previous draft had: 
''Additional staffing has been approved for Fiscal Year 2014-15 and is expected to increase 
revenue by approximately $2.3 million." Revenue Outlook now says Fiscal Year 2014-15 
"revenue is projected to end the year $10 million below [budget], with lower parking 
enforcement citations resulting from relaxed parking enforcement on street cleaning days and the 
diversion of staff to special event assignments."]] 

The table below shows the actual and budgeted receipts from all parking fines. 

111 Cash basis. 

l'isca! Year 

2011-12 
2012-13 
2013-14 
2014-15 (Estimated) 
2015-16 (Proposed] 

Table 55 
PARKING FINES RECEIPTS 

($ in thousands) 

Receipts<ll 

$152,844 
156,878 
161,146 
154,500 
157,590 

Source: City of Los Angeles, Office of the City Administtative Officer. 

Power Transfers to General Fund 

Transfers from the Power Revenue Fund represent 5.1 % of General Fund revenues in the 
Fiscal Year 2015-16 [Proposed) Budget. The City's Charter Section 344(b) provides that the 
Council may, by ordinance, direct that surplus money in the Power Revenue Fund be transfeITed 
to the Reserve Fund with the consent of the DWP Commissioners. The DWP Commissioners 
may withhold their consent if such transfer would have a material negative impact on DWP's 
financial condition in the year in which the transfer would be made. Historically, this transfer 
had equaled approximately 5% of the total operating revenue of the Power Revenue Fund in the 
preceding Fiscal Year. The transfer rate was increased to 7% beginning in Fiscal Year 2002-03. 
In Fiscal Years 2003-04, 2004-05, and 2008-09, additional supplemental transfers were also 
approved. The transfer rate was increased to 8% beginning with the Fiscal Year 2009-10. The 
amount to be transferred is also affected by the Charter and the Power System's revenue bond 
covenants, which specify that a transfer may not be greater than the previous fiscal year's net 
income, nor may it result in a reduction of the Power System's surplus to less than 33-1/3% of 
the Power System's total outstanding debt. Transfers are made periodically following Council's 
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adoption of an ordinance. Variances can occur between the amount budgeted for transfer and the 
amount received, reflecting the variance between actual financial results of the Power System for 
the prior year from the results projected by the DWP at the time the budget is adopted. For 
example, the Adopted Budget for Fiscal Year 2009-10 projected a transfer of $232 million, while 
the actual transfer was $220 million. Monies are customarily transfened to the General FW1d 
through adoption of the City budget. 

In March, 2011, a Charter amendment (Measure J) was approved by over 80% of the 
voters. Measure J instituted three primary changes to the Power Revenue Fund transfer 
mechanism: (1) an early notification to the Council and Mayor by the DWP Commissioners in 
the event that the DWP would be unable to make the annual transfer "in whole or in part/' (2) a 
requirement that such decision be supported by a finding that making the full transfer would 
have a "material negative impact on the Transportation Department's financial condition in tlie 
year in which the transfer is to be made," backed by a detailed· explanation of the basis for the 
finding and accompanied by all supporting financial information, and (3) analysis of that finding 
and the Department's report by the City Administrative Officer. The ballot argument in favor of 
the measure argued that it would "allow the City Council to create a more accurate budget'' and 
"help avoid problems, such as when DWP unexpectedly withheld these funds in 2009, creating 
great fiscal uncertainty and threatening the City's credit rating." 

The following table shows the actual and budgeted transfers from the Power Revenue 
Fund: 

<•> Cash basis. 

Table 56 
TRANSFERS FROM POWER REVENUE FUND 

($ in thousands) 

Fiscal Yc:u 

2011-12 
2012-13 
2013-14 
2014-15 (estimated) 
2015-16 (Proposed] 

Recciptsm 

$250,077 
246,534 
253,000 
265,586 
273,000 

Source: City of Los Angeles, Office of the City Administrative Officer. 

Proposition 26, adopted by State voters in November 2010, added new State 
constitutional restrictions to the City's ability to charge fees. See "LIMITATIONS ON TAXES 
AND APPROPRIATIONS-Proposition 26," herein. [Application of the measme most likely 
was not retroactive for local governments, and therefore, transfors derived from. revenues 
generated by current electricity rates do not appear subject to a material legal risk under 
Proposition 26. Nevertheless, the City cannot provide assurance that Proposition 26 will not 
materially and adversely impact the City's ability to transfer surplus revenues from the Power 
Revenue Fund to the General Fund in the future. ) 

[On February 12, 2015, the DWP Board of Commissioners was served with a notice of a 
lawsuit relating to the DWP Power Revenue Fund transfer of surplus funds to the City General 
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Fund. The lawsuit alleges that the Power Revenue Fund transfer to the General Fund violates the 
State Constitution. It also alleges that the transfer is not attributable to costs incurred by DWP for 
electric service and is therefore a tax requiring voter approval.] [Update] 

Impact of State of California Budget 

A number of the City's revenues are collected and subvened by the State (such as sales 
tax and motor-vehicle license fees) or allocated in accordance with State law (most importantly, 
property taxes). Therefore, State budget decisions can have an impact on City finances. 
Approximately 40% of the City's General Fund revenues are collected by the State or otherwise 
allocated by State law. During prior State fiscal crises, the State has often chosen to reallocate a 
portion of such revenues to assist in its own budget balancing. 

The State's fiscal year begins on July 1 and ends on June 30. The State Constitution 
requires the Governor to submit a budget for each fiscal year to the Legislature by the preceding 
January 10 (the "Governor's Budget"). The Constitution requires the Legislature to pass a budget 
bill by June 15, although the Legislature has frequently failed to meet this deadline. Because 
more than half of the State's General Fund income is derived generally from the April 15 
personal income tax, the Governor submits a ''May Revision" to his proposed budget. The 
Legislature typically waits for the May Revision before making final budget decisions. Once the 
budget bill has been approved by a majority vote of each house of the Legislature, it is sent to the 
Governor for signature. Increases in taxes require approval of a two-thirds majority of each 
house. 

On January 9, 2015, the Gov.ernor released his proposed State budget for Fiscal Year 
2016 (the "Proposed State Budget"). The following information is taken from the Legislative 
Analyst Office's overview of the Proposed State Budget, dated January 13, 2015. 

The Proposed State Budget assumes, for Fiscal Year 2015, total general fund revenues 
and transfers of $108 billion and authorizes total expenditures of $111. 7 billion. The State is 
projected to end the 2015 fiscal year with a general fund surplus of $2.1 billion, comprised of a 
balance of $452 milJion in the State's traditional budget reserve and a balance of $1.6 billion in 
the Budget Stabilization Accotlllt ("BSA"). For Fiscal Year 2016, the Proposed State Budget 
assumes total general fund revenues of $113.4 billion and authorizes expenditures of $113.3 
billion. The State is projected to end the 2016 Fiscal Year with a $3 .4 billion general fund 
surplus, comprised of a $534 million balance in the budget reserve and $2.8 billion in the BSA. 
The balance in the BSA includes a $1.2 billion deposit mandated by the provisions of 
Proposition 2. See "CONSTITUTIONAL AND STATUTORY PROVISIONS AFFECTING 
DISTRICT REVENUES AND APPROPRIATIONS - Proposition 2." This $1.2 billion 
deposit to the BSA reflects half of the total Annual BSA Transfer and Supplemental BSA 
Transfer required by Proposition 2, and the Proposed State Budget allocates the other $1.2 billion 
towards paying down special fund loans and certain Proposition 98 "settle up" obligations 
created by previous budgetary legislation that understated the minimum funding guarantee for 
education. 

On May 14, 2015, the Governor released his May revision (the "May Revision") to the 
Proposed State Budget The May Revision assumes continued improvements in the State and 
national economies, generating higher capital gains tax collections for the State. The May 
Revision allocates the bulk of such higher collections towards education funding, additional 
deposits to the BSA and additional payments towards outstanding State special fund loans. After 
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accounting for transfers to the BSA, the May Revision projects year-end generaJ fund revenues 
for fiscal year 2014-15 to be $11 1.3 billion, approximately $3.3 billion higher than projected in 
the Proposed State Budget. State general fund expenditures are also expected to increase by 
approximately $2.8 billion, for a year-end total of $114.5 billion. The May Revision projects 
that the State will end fiscal year 2014-15 with a surplus of $3 billion, composed of a $1.4 billion 
balance in the general fund reserve and a $1.6 billion balance in the BSA. For Fiscal Year 2015-
16, the May Revision projects State general fund revenues of $115 billion, approximately $1.7 
billion higher than previously projected. The May Revision would authorize State general fund 
expenditures of $115.3 billion, an increase of $2 billion from the level in the Proposed State 
Budget. The State is projected to end fiscal year 2015-16 with a $4. 6 billion general fund 
surplus, composed of a $1.1 billion balance in the general fund reserve and $3 .5 billion in the 
BSA. 

The City has not identified any elements of the Fiscal Year 2014-15 State Budget Act 
that would significantly impact the City. 

Information about the State budget is regularly available at various State-maintained 
websites. Text of the State budget may be found at the State Department of Finance website, 
www.govbuddofca.gov. An impartial analysis of the budget is posted by the Office of the 
Legislative Analyst at www.lao.ca.gov. In addition, various State of California official 
statements, many of which contain a summmy of the current and past State budgets, may be 
found at the website of the State Treasurer, www.treasurer.ca.gov. The information referred to 
is prepared by the respective State agency maintaining each website and not by the City, and the 
City takes no responsibility for the continued accuracy of the Internet addresses or for the 
accuracy or timeliness of information posted there, and such information is not incorporated 
herein by these references. 

LIMITATIONS ON TAXES AND APPROPRIATIONS 

Article XIII A of the California Constitution - Pr"oposition 13 

Article XIII A of the California Constitution limits the amount of ad valorem taxes on 
real property to one percent of "full cash value" as determined by the County Assessor, except 
that additional ad valorem taxes may be levied to pay debt service on indebtedness approved by 
the voters prior to July l, 1978 and on bonded indebtedness for the acquisition or improvement 
of real property that has been approved on or after July I , 1978 by two-thirds of the voters on 
such indebtedness (or for school indebtedness, by 55% of voters). See ''MAJOR GENERAL 
FUND REVENUE SOURCES -Property Tax'' herein. 

Article XIII A defines "full cash value" to mean the County assessor's valuation of real 
property as shown on the 197 5-7 6 tax bill under full cash value or, thereafter, the appraised value 
of real property when purchased, newly constructed or when a change in ownership has occurred 
after the 1975 assessment period. The full cash value may be adjusted annually to reflect 
inflation at a rate, as determined by the consumer price index, not to exceed two percent per year, 
or may be reduced. Article XIII A also pennits the reduction of the "full cash value" base in the 
event of declining property values caused by damage, destruction or other factors. 

Aiiicle XIII B of the California Constitution - Gann Limit 

In November, 1979, California voters approved Proposition 4, known as the Gann 
Initiative, which added Article XIII B to the California Constitution. In June 1990, Article XIII 
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B was amended by the voters through their approval of Proposition 111. Article XIII B of the 
California Constitution limits the annual appropriations of the State and any city, county, school 
district, authority or other political subdivision of the State to the level of appropriations for the 
prior fiscal year, as adjusted annually for changes in the cost of living, population and services 
rendered by the governmental entity. The "base year" for establishing such appropriation limit is 
the 1986-87 fiscal year as a result of Proposition 111. 

Appropriations subject to Article XIII B include generally any authorization to expend 
during the fiscal year the "proceeds of taxes" levied by the State or other entity of local 
government, exclusive of certain limited funds. In addition to the proceeds of General Fund 
taxes, ')Jroceeds of taxes,, include, but are not limited to, all tax revenues and the proceeds to any 
entity of government from: (1) regulatory licenses, user charges and user fees to the extent such 
proceeds exceed the cost of providing the service or regulation; (2) the investment of tax 
revenues; and (3) certain State subventions received by local governments. Article XIII B 
includes a requirement that if any entity's revenues in any year exceed the amounts permitted to 
be spent, the excess would have to be returned by revising tax rates or fee schedules over the 
subsequent two fiscal years. 

Appropriations subject to limitation pursuant to Al1icle XHI B do not include debt service 
on indebtedness approved according to law by a vote of the electors, or appropriations required 
to comply with mandates of courts, or the federal government or certain capital expenditures. 

The table below sets forth the City' s appropriations limit and appropriations subject to 
limitation. 

Table57 
APPROPRIATIONS LIMITS AND APPROPRIATIONS SUBJECT TO LIMITATION 

Fiscal Year 

2011-12 
2012-13 
2013-14 
2014-15 
201 5-16 fProposedj 

Cltv Aporopriatjons Limit 

$ 4,388,385,333 
4,554,024,205 
4,786,591,114 
4,555,372,559 
4,590,344,154 

Source: City of Los Angeles, Oftice of the City Administrative Officer. 

Appropriations Subject 
to Limitations 

$3,247,070,884 
3,332,937,466 
3,545,476,762 
3,697,158,083 
3,782,107,092 

Amount Appropriations 
Are Under Ljroit 

$1,141,314,449 
1,22t,086,739 
1,241,114,352 

858,214,476 
808,237,062 
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Articles XIII C and XIII D of California Constitution - Proposition 218 

In November, 1996, the voters of the State approved Proposition 218, known as the 
"Right to Vote on Taxes Act." Proposition 218 added Articles XIII C and XIII D to the 
California Constitution, which contain a number of provisions affecting the ability of the City to 
levy and collect both existing and future taxes, assessments, foes and charges. 

Article XIII C requires .that all new local taxes or increases in existing local taxes be 
submitted to the electorate before they become effective. Taxes for general governmental 
purposes of the City require a majority vote and taxes for specific purposes, even if deposited in 
the City' s General Fund, require a two-thirds vote. The voter-approval requirements of 
Proposition 218 reduce the flexibility of the Council to raise revenues for the General Fund, and 
no assurance can be given that the City will be able to impose, extend or increase such taxes in 
the future to meet any increased expenditure requirements. 

Article XllI D contains provisions relating to how local agencies may levy and maintain 
''assessments" for municipal services and programs. "Assessment" is defined to mean any levy 
or charge upon real property for a special benefit conferred upon the real property. Article XIII 
D also contains several provisions affecting "property-related fees" and "charges," defined for 
purposes of Article XIII D to mean "any levy other than an ad valorem tax, a special tax, or an 
assessment, imposed by a local govenunent upon a parcel or upon a person as an incident of 
property ownership, including a user fee or charge for a property related service.· ~ All new and 
existing property-related fees and charges must conform to requirements prohibiting, among 
other things, fees and charges which (i) generate revenues exceeding the funds required to 
provide the property-related service, (ii) are used for any purpose other than those for which the 
fees and charges are imposed, (iii) are for a service not actually used by, or immediately 
available to, the owner of the property in question, or (iv) are used for general governmental 
services, including police, fire or library services, where the service is available to the public at 
large in substantially the same manner as it is to property owners. Further, before any property
related fee or charge may be imposed or increased, written notice must be given to the record 
owner of each parcel of land affected by such fee or charge. The City must then hold a hearing 
upon the proposed imposition or increase, and if written protests against the proposal are 
presented by a majority of the owners of the identified parcels, the City may not impose or 
increase the fee or charge. Fees for electrical and gas service are explicitly exempted from the 
definition of "property-related" under Article XIII D. Property-related fees or charges for 
services other than sewer, water and refuse collection services may not be imposed or increased 
without majority approval by the property owners subject to the fee or charge or, at the option of 
the local agency, two-thirds voter approval by the electorate residing in the affected area. 

In addition to the provisions described above, Proposition 218 removes many of the 
limitations on the initiative power in matters of reducing or repealing any local tax, assessment, 
fee or charge. No assurance can be given that the voters of the City will not, in the future, 
approve an initiative or initiatives that reduce or repeal local taxes, assessments, fees or charges 
currently constituting a substantial part of the City's General Fund. 

Proposition lA 

Proposition 1A, proposed by the State Legislature in connection with the 2004-05 Budget 
Act and approved by the voters in November 2004, amended the State Constitution to impose 
limits on the State' s ability to reallocate local revenue. The measure provides that the State may 
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not reduce any local sales ta,"< rate, limit existing local government authority to levy a sales tax 
rate or change the allocation of local sales tax revenues, subject to certain exceptions. 
Proposition lA also generally prohibits the State from shifting to schools or community colleges 
any share of property tax revenues allocated to local governments for any fiscal year, as set forth 
under the laws in effect as of November 3, 2004. Any change in the allocation of property tax 
revenues among local governments within a county must be approved by two-thirds of both 
houses of the State Legislature. The State may also approve voluntary exchanges of local sales 
tax and property tax revenues among local governments within a county. Proposition lA also 
provides that, if the State reduces the VLF rate below 0.65% of vehicle value, the State must 
provide local governments with equal replacement revenues. Further, Proposition lA required 
the State, since July 1, 2005, to suspend State mandates affecting cities, counties and special 
districts, excepting mandates relating to employee rights, schools or community colleges, in any 
year that the State does not fully reimburse local governments for their costs to comply with such 
mandates. 

Proposition IA may result in more stable City revenues depending on future actions by 
the State. However, Proposition IA could also result in decreased resources being available for 
State programs. This reduction, in turn, could affect actions taken by the State to resolve budget 
difficulties. Such actions could include increasing State taxes, decreasing spending on other 
State programs or other action, some of which could be adverse to the City. The right of the 
State to redirect local revenues under Proposition IA was exercised in Fiscal Year 2009-10. 

Proposition 26 

In November, 2010, the voters of the State approved Proposition 26, which, among other 
things, amended Article XIII C to the California Constitution, principally to defme what 
constitutes a "tax" under the limitations and requirements of that provision. Article XIU C 
imposes limitations on local governments like the City when imposing certain taxes, including a 
requirement that the local govenunent submit certain taxes to the electorate for its approval. 
Before Proposition 26, Article XIII C did not define the term "tax" and the purpose of 
Proposition 26 is to broadly define what constitutes a tax under Article XIII C to include "any 
levy, charge, or exaction of any kind imposed by a local government.» Proposition 26 lists 
several exceptions to the definition of "tax," which include (a) a charge for a specific benefit or 
privilege, which does not exceed the reasonable costs of providing the benefit or privilege, (b) a 
charge for a government service or product, which does not exceed the reasonable costs of 
providing the service or product, (c) a charge for the reasonable regulatory costs of issuing 
licenses and permits, performing investigations, inspections, and audits, and the administrative 
enforcement thereof, (d) a charge for entrance to or use of local government property, or the 
purchase, rental, or lease of local government property, (e) a fine, penalty, or other monetary 
charge imposed as a result of a violation of law, (f) a charge imposed as a condition of property 
development, and (g) assessments and property~related fees imposed in accordance with the 
provisions of Article XIII D. 

Proposition 26 thus added new state constitutional restrictions to the City's ability to 
charge fees. Application of the measure appears most likely not to have been retroactive for local 
governments. Thus, even if a fee enacted by the City prior to November 3, 2010 does not fit any 
of the measure's exceptions, it will nonetheless remain valid provided that the legislation 
authorizing it is not amended so as to extend or increase the fee. The City does not believe it has 
enacted, extended or increased any fees since passage of the measure that would not be exempt 
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from it or that would require voter approval pursuant to it. See "MAJOR GENERAL FUND 
REVENUE SOURCES -Power Transfer to General Fund." 

Future Initiatives 

Alticle XIII A, Article XUI B, Alticle XIIT C, Article XIII D, and Proposition 26 were 
each adopted as measures that qualified for the ballot pursuant to the State's initiative process. 
From time to time, other initiative measures could be adopted, which may place further 
limitations on the ability of the State, the City or local districts to increase revenues or to increase 
appropriations, which may affect the City's revenues or its ability to expend its revenues. 

BONDED AND OTHER INDEBTEDNESS 

Introduction 

The City has issued or caused the issuance of a variety of bonded and other debt 
obligations as provided for under the State Constitution, judicial interpretation of the State 
Constitution, State statutes, and its own Charter powers. The following summarizes that 
indebtedness. 

The CAO serves as the City's debt manager. Staff of the Office of the City 
Administrative Officer stmctures debt issuances and oversees the ongoing management of all 
General Fund and certain special fund debt programs. These include general obligation bonds; 
lease obligations; tax and revenue anticipation notes; wastewater system; solid waste resources 
fee (formerly sanitation equipment charge) and parking system revenue obligations; judgment 
obligation bonds; and special tax obligations, Mello-Roos bonds and certain special assessment 
obligations. 

General Obligation Bonds 

The City may issue general obligation bonds for the acquisition and improvement of real 
property, subject to two-thirds voter authorization of the bond proposition. A tax on all taxable 
property to pay principal and interest on general obligation bonds is levied by the City and 
collected by the County on the secured and unsecured property tax bills within the City. (See 
"MAJOR GENERAL FUND REVENUE SOURCES - Property Tax," herein). The 
following summarizes the various voter authorizations for general obligation bonds. 

Dakof 
Election 
4/11/89 
4/11/89 
411 1189 
615190 
1113198 
11/3/98 
l tntOO 

315102 

Table 58 
GENERAL OBLIGATION BONDS 

As of July I, 2015 

Projects 
Branch Library Facilities (Proposition 1) 
l'olicc Facilities (Proposition 2) 
Fire Safety Facilities (Proposition 4) 
Seismic Safety Projects (Proposition G) 
Zoo Facilities (Proposition OC) 
T,i brary Facilities (Proposition DD) 
Fire, Paramedic, Heliooptcr and Animal 

Shelter Projccls (Proposition F) 
.Emergency Operations, Fin:, l>ispatch and 

Amount 
Authorized 

$ 53,400,000 
176,000,000 
60.000,000 

376,000,000 
47,600,000 

J 78,300,000 
532,648,000 

600,000,000 
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Amount 
Issued 

$ 53,400,000 
176,000,000 
60,000,000 

376,000,000 
47,600,000 

178,300,000 
532,648,000 

600,000,000 

Amount 
Outstanding 

$ 1,207,662 
5,801 ,615 

579,637 
16,080,448 
I l,746, 109 
69,668,906 

200,126,475 

256,258,972 

Amount 
Authorized 

but Unissued 



11/2104 
Total 

Police Fa1:ili1ics (Proposition Q) 
Storm Water Projecl.s (Proposition 0 ) 
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500.000 000 439.SOO 000 
$2,523,948,000 $2,463,448,000 

326.265 176 
$887,735,000 

$6Q.500.00Q 
$60,500,000 

Source: City of Los Angeles, Office of the City Adrni.njstrative Officer. 

Citywide Limited Obligation Bonds 

The City rece1ved majority voter approval to create a Citywide Landscaping and Lighting 
Assessment District to finance various park and recreational improvements throughout the City 
(Proposition K, creating the City of Los Angeles Landscaping and Lighting District No. I). 
While most of these projects are being funded on a pay-as-you-go basis, the City has issued 
$44,290,000 of bonds secured by these assessments, of which $16,025,000 will be outstanding as 
of July I, 2015. 

Lease Obligations 

The City may enter into long-tenn lease obligations without first obtaining voter 
approval, so long as these agreements meet certain requirements of State law. The City has 
entered into various lease arrangements under which the City must make annual payments to 
occupy public buildings or use capital equipment necessary for City operations. These lease 
agreements have been with a nonprofit corporation established by the City for this purpose, the 
Municipal Improvement Corporation of Los Angeles ("MICLA''), or with a joint powers 
authority, the Los Angeles Convention and Exhibition Center Authority. In most cases, 
securities have been issued, either in the form of lease revenue bonds or certificates of 
participation, the debt service on which is paid from the annual lease payments primarily made 
by the City from the General Fund. In two cases noted below, the obligation was placed directly 
with a bank. Payment of lease payments is managed by the CAO and, unless otherwise noted, 
budgeted in the Capital Finance Administration Fund. 
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The following table summarizes the bonded and other financing lease obligations payable 
from the City's General Fund. 

lable 59 
GENERAL FUND BONDli:l> A~D OTHER FINANCING LEASE OBLIGATIONS 

A• of July 1, lOl S 

~ 
Los Angeles Convention and Exhibition Center Autbori1.y 

Taxable Lease Revenue Rands, I 998 Series A (dated 
April I, 1998) 

MlCLA Taxable Certificates of Panicipation, Program AK 
(daled April I, 1999) 

MlCLA Refunding CertificaU:s of Participation, Program 
AS (datcld Apnl 2, 2002f> 

Los Angeles Convention and Exhibition Center Authority, 
Lease Revenue Bonds 2003A 

MICLA Lea:se Revwue Bonds, SeTies 2006-A (dat,,.J 
December 14, 2006) 

MICLA Lease Revenue Bonds, Seri~s 2007-B1 (dated 
August 8, 2007) 

MlCLA Lease Revenue Bonds, Series 2007-132 (Taxable) 
(dated August&, 2007) 

MICT.A Lease Revenue t!oods, Series 2008-A (dated 
August 28, 2008) 

MTCLA Lease Revenue Bonds, Series 2008-B (dated 
Angus! 2.q. 2008) 

Los Angeles Co11veution and Exhibition Genier Authority 
lease Revenue Bonds, Smes 20081\ (dated October 
15, 2008) 

JllUCLA Leuc Revenue Bonds, Series 2009-A (dated 
April 23. 2009) 

MJ.CLA Lease Revenue Bonds, Series 2009-B (d<tted 
April 23 , 2009) 

MICLA Lene Reve11ue t!onds, Series 2009-C (date<! 
December 10, 2009) 

MlCLA Lease Revenue Bonds, Series 2009-D (dated 
December JO, 2009) 

MlCLA Lease Revenue Bands, Series 2009-E (dated 
December 10, 2009) 

JvllCLA Lease Revenue Ilonds, Series 2010-A (dated 
Ntwcmber23, 2010) 

MTCLA Lease Revenue Bawls, Series 2010-B (Taxable) 
(dated November 23, 2010) 

M1CLA Lease R e'-enue Bonds, Series 2010-C (Taxable) 
(dated November 23, 20 l 0) 

MICLA Lease Revenue Bonds,. Series 20!0-D (dated 
Noveruber23 , 2010) 

MICLA Qualified t:nergyConservation Bonds, Series 2011-
A (Taxable) (dated October 26, 201 lf 

MICLALease llevenuc Bonds, Series 2012-A(d.ated May 
10, 2012) 

M lCLA Lease Revenue Bonds, Series 201 2-B (datod May 
10, 201 2) 

MICLA Le<ise Revenue Donds, RefnrulU.g Series 20 l 2-C 
(dated May I 0, 2012) 

MICLA Streetlights Refinanc.i.og Lea~e Agrccmentl3l 

MICLA Lea$e Revenue Bonds, Series 20l4-A(dated 
So:ptembcr 2 4, 2014) 

MICLA Lease Rcv~nue Bonds, Refunding Serie~ 2014-B 
(dated Seple1nb~ 24, 2014) 

Equipment Lease Purchase (Privute Placement) (dated 
November 19, 2014) 

ProieEl 
Staples Arena 

Real Property 

Real Property, Ptr.sbing Square 

Refunding of Convention Center noods 

Police Admin Bldg., Public Worlcs Bldg. 

Figueroa Pl;v.a 

Figueroa Plaza 

Capital Equipment 

Real Property 

Refunding of Convention C\lnter Boods 

Dpital Equipm..ul 

Real Property 

Capital Equipment 

Real Property Improvements (Recovery Zooe 
Economic Development Bonds) 

Real Property 

Capital Equipment 

Capital Equipment 

Real Property 

Equipment and Real Property 

Real Propeny 

Capital Equipment 

Real Property 

Real Property 

Streetli@hts 

Real Property 

Real Property 

Capital Equipment 

Amount Issued 
$ 45,580,000 

43,210,000 

7,655,000 

226,045,000 

448,595,000 

!69,050,000 

52,085,000 

I 05,090,000 

43,790,000 

253,060,000 

57,930,000 

52,065,000 

40,095,000 

2 1,300,000 

56,665,000 

30,355,000 

49,315,000 

18,l70,000 

18,705,000 

J 1,920,000 

92,635,000 

33,973,000 

109,730,000 

39,7\15,479 

41,800,000 

51,730,000 

67,257,597 

$2,187 ,603,076 

AmOu.n1 Outstanding Final Maturitv 
$ 27,285,000 8/15124 

31, IOS,OOO 4/1/29 

2,895.000 10/li22 

34,995,000 8115/l 5 

397,525,000 1/1137 

159,550,000 8/1137 

26,465,000 8/li20 

78,540,000 9ilflfi 

38,955,000 9/1/38 

253,060,000 8/1Si22 

25.890,000 4i1!19 

46,315,000 4/ 1/39 

21 ,810,000 9/1!19 

19,260,000 9/1139 

52,170,000 9/1/39 

19.570,000 11/(12() 

32,065,000 I 1/1/20 

17,260,000 1 l/1/40 

2,280,000 I 1/ 1115 

8,111,203 10/1/28 

72, 120,000 3/1/22 

31 ,855,000 3/1/42 

92,605,000 311/32 

28,459,584 6/li21 

40,440,000 5/1/34 

45,420,000 5/ li33 

64,147,112 ll!li24 

SJ ,670,152,89\1 

<• ; Primary source of repayment is a special ta~ on propcriies in the vicinity of Pershing Square through the establishment of a Mello"R~ Oistricl, but the City remaillS 
contingently liable [or ntal<ioi; up any deficiency from its General Fund. 

'21 l ease agr\!etnent pri»ately placed with Wells Fargo t!ank. National Association .. 
(J) Lease agreement privately placed with Dane of Ametica Lea.qing. Payments made from the Street Lighting Maintenance Assessment Fwid 

Source: City of Los Angeles, Offi~e oflbe City Administrative Officer. 
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Commercial Paper Program 

In 2004, the City and MICLA established a commercial paper program under which 
MICLA was authorized to issue up to $200 million in Lease Revenue Commercial Paper Notes 
(the "Commercial Paper Notes,,). The program authorization was increased to $300 million in 
2009 and to $335 million in 2013. The commercial paper program is used to finance and 
refinance capital equipment, the acquisition and improvement of real property, and other 
financing needs of the City. The City expects to issue lease revenue bonds through MICLA from 
time to time to refund Commercial Paper Notes. Principal of and interest on the Commercial 
Paper Notes are payable from the proceeds of Commercial Paper Notes issued to pay such 
principal and interest and are also payable from lease payments to be made by the City. The 
payment of principal of and interest on the Commercial Paper Notes is further supported by 
various direct pay letters of credit, summarized as follows: 

Table 60 
LEASE REVENUE COMMERCIAL PAPER NOTES 

Series 
A-I andB-1 
A-2 and B-2 
A-3 and B-3 
A-4 and B-4 

LOC Provider 
Wells Fargo Dank 

JP Morgan Chase Bank 
Bankoflhe West 

U.S. Rank N11tional Association 

Source: City of Los Angeles, Office of the City Administrative Officer. 

Affiount of Authorization 
$130,000,000 

107,500,000 
47,500,000 
50,000,000 

LOC Expiration 
February 24, 2016 

June 13, 2016 
June 13, 2016 
June 13, 2016 

As of [June I , 2015], $210.5 million in Commercial Paper Notes was outstanding. 

As part of the Fiscal Year 2014-15 Adopted Budget, the Mayor and City Council 
approved the concept of creating another commercial paper program under which the Los 
Angeles Convention & Exhibition Center Authority Commission would be authorized to issue 
Lease Revenue Commercial Paper Notes for the purposes of making capital improvements to the 
Convention Center facility. The Budget also included a $2 million General Fund appropriation 
for credit support and interest cost. The City anticipates the program to be in place in 2015. 

Judgment Obligation Bonds 

State law permits the issuance of bonds to finance an obligation imposed by law. The 
City has issued from time to time several obligations to finance judgments: $198.3 million in 
1992, $15.4 million in 1993, $25.0 million in 1998, $39.0 million in 2000, and the two issues 
summarized in the table below which remain outstanding. 

Dated 
Date 

6130/09 
6129110 
Total 

Amount 
Issued 

$20,600,000 
50875.000 

$71,475,000 

Amount 
Outstanding 
$9,185,000 
28335.00Q 

$37,520,000 

TabJe 61 
JUDGMENT OBLIGATfON BONDS 

As of July 1, 2015 

Final 
Maturity 
6/1/19 
6/1/20 

Judgment Financed with Proceeds 
Employment lawsuits by certain police officers. 
Various employment, inverse condemnation and liability lawsuits. 

Source: City ofl...os Angeles, Office of the City Adminisrratiw Officer. 
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Revenue Bonds 

The Charter and State law provide for the issuance of revenue bonds, and the execution 
of installment purchase contracts that support revenue certificates of participation, which are 
secured by and payable from the revenues generated by various enterprise and special fund 
operations. These revenue bonds do not represent obligations of the General Fund of the City, 
nor are they secured by taxes. Revenue bonds and certificates of participation have been issued 
that are secured by wastewater, refuse collection and parking revenues. In addition, three 
departments that are under the control of Boards appointed by the Mayor and confirmed by the 
Council, namely the departments of Water and Power, Harbor and Airports, have also issued 
revenue bonds. 

Conduit Debt Obligations 

The City has issued bonds or entered into installment purchase contracts secured by and 
payable from Joans and installment sale contracts to provide conduit financing for single and 
multi-family housing, industrial development and 501(c)(3) nonprofit corporations. These bonds 
and certificates of participation are not secured by any City General Fund or other City revenues. 

Cash-flow Borrowings 

The City annually issues tax and revenue anticipation notes ("TRANs") to alleviate short
tenn cash tlow needs that occur early in the fiscal year when taxes and revenues have not yet 
been received. A large p01tion of these cash flow needs arise from the City's long-standing 
practice of paying its contribution to its pension systems early in the fiscal year. The following 
table summarizes the City's TRANs issuance over the past five years. 

Table 62 
TAX AND REVENUE ANTJCIPATION NOTES 

Fiscal Year 
20 11-12 
2012-13 
2013-14 
2014·15 

2015-16 (Estimated) 

LACERS 
$349,145,000 
337,620,000 
362,530,000 
406,380,000 

[to come) 

Fire and Police Pensions 
$463, 135,000 
499,335,000 
567,725,000 
617,180,000 

Source: City of Los Angeles, Office of the City Administrative Officer. 

Summary of Long-Term Borrowings 

~ 
$392,385,000 
419,335,000 
394,295,000 
345,640,000 

Total Par AD1ount 
$1,204,665,000 

1,256,290,000 
1,324,550,000 
I ,369,200,000 

The table below presents a pro-forma statement of direct net debt of the City. Tables 63 
and 64 summarize the debt service to maturity of certain of these obligations. Direct Debt is 
usually defined as the total amount outstanding of "tax-supported" obligations, including general 
obligation bonds, lease revenue bonds, certificates of participation secured by lease payments, 
and other obligations paid from property tax or other general revenues. The City includes its 
City-wide tax and assessment obligations in its calculation of direct debt. Net Direct Debt 
excludes any general obligation bonds and lease obligations that are self-supporting from non
general fund sources; no such deductions are included below. Overall Net Debt is usually 
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defined to be the combination of City net direct debt plus the net tax-supported debt of 
overlapping counties, school districts and special districts, including assessment and Mello-Roos 
special tax debt. 

General Obligation Bonds 

City-Wide Special Tax and Assessment Bonds 
Landscaping and Lighting Distric< 96-1 

Lease Obligations <ZlP> 
Capital Equipment 
Real Property 
Subtotal 

Judgment Ohlig11tion Bonds 

GROSS OlRECT DEBT 

Revenue Bonds 
Power Revenue (!>WP)';> 
Water Revenue (DWP) <3> 
Department of Alrportstsl 
Harbor Depa1tmen~ll c•l 
Wastewater Systemm 

Table 63 
DIRECT NET DEBT 
As of JuJy J, 2015 <1> 

Solid Waste Resources fee (formerly Sanitation Equipment Charge) 
Par.king Systrm<5> 
Subtotal 

TOTAL CITY DEB'r 
Less: 

Revenue Bonds 
DIRECT NET DEBT 
Plus: 

Other Overlapping Debt<6
> 

OVERALL NF,T DEBT 
(1) 

(2) 

(J) 

As adjusted by notes (2) through (6) below. 
Includes only bonded and certificated lease oblig11tions 
Does nol include commercial paper. 
Does not include outstanding California Boating and Waterways Notes. 
Outstanding bonds have been refunded with proceeds of commercial paper. 

OutSWlding 
$ 887, 735,000 

16,025,000 

316,257,112 
1.353.895. 787 
1,670,152,899 

37,520,000 

2,611 ,432,899 

7,930,0l 0,000 
3,879,890,000 
4,166,535,000 
1,000,910,000 
2,333,955,000 

239,400,000 

19,550, 700,000 

22, I 62, 132,899 

(l 9,550, 700,000) 
2,611,432,899 

13,008.502 472 
$15 740 29&.lli 

(4) 

(S) 

(6) Overlapping debt information from California Municipal Statistics, Inc. as of June 30, 201 5. See Table 70. 

Sourre: City of Los Angeles, Offic.e of the City Administrative Officc:r. 
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f iscal Year 

2016 
2017 
2018 
2019 
2020 
2021 
2022 
2023 
2024 
2025 
2026 
2027 
2028 
2029 
2030 
2031 
2032 
Total 

Table 64 
DEBT SERVICE TO MA TURJTV ON DEBT PAY ABLE FROM TAXES 

As of J11Jy 1, 2015 <1J 

General ObliS;ation Bonds Ci~-Wide Seecial Tax and Assessment Bonds 
Principal Interest IQW Princjpal Interest Total 

$ 97,350,000 $40, 176,469 $137,526,469 $2,255,000 $801,689 $3,056,689 
86,565,000 35,929,656 122,494,656 2,360,000 694,524 3,054,524 
86,540,000 31 ,842,225 118,382,225 2,480,000 579,979 3,059,979 
86,420,000 27,756,888 114,176,888 2,605,000 453,849 3,058,849 
86,275,000 23,675,981 109,950,981 2,740,000 320,833 3,060,833 
83,050,000 19,647,688 102,697,688 2,140,000 179,250 2,319,250 
78,450,000 15,799,325 94,249,325 1,445,000 72.250 1,517,250 
65,960,000 12,361,456 78,321,456 0 0 0 
54,760,000 9,491,644 64,251,644 0 0 0 
45,71 5,000 7,050,738 52,765,738 0 0 0 
27,590,000 5,249,100 32,839,100 0 0 0 
23,235,000 4,003,150 27,238,150 0 0 0 
19,725,000 2,903,656 22,628,656 0 0 0 
19,725,000 l ,885,294 21,610,294 0 0 0 
14,675,000 980.556 15,655,556 0 0 0 
5,850,000 438,750 6,288,750 0 0 0 
5,850,000 l46.25Q 5,996,250 0 0 0 

$887,735~ $232 338 l!~ ill2:Z_Q:Z3 812 $16 !!2l 00.Q n102 :m ~19127_.m 

\I) Totals may not add due to rounding. 

Source; City of Los Angeles, Office of the City Administrative Officer. 
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Grand Total 

$140,583,158 
125,549,180 
121,442,204 
l l 7,235, 736 
113,011,814 
105,016,938 
95,766,575 
78,321,456 
64,251,644 
52,765,738 
32,839,100 
27,238,150 
22,628,656 
21,610,294 
15,655,556 
6,288,750 
5,926.250 

$1 , 146201~ 
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Table 65 
DEBT SERVICE TO MATURITY ON BONDED AND CERTIFICATED LEASE OBLIGATIONS 

AND JUDGMENT OBLIGATION BONns<1
J 

As of July 1, 2015 

eueitaJ r::guipmcnt Real Pr2(!erty Judament Obli2tion Bonds 
Ei~al Year 'Princjpal ln!erCS! Thill Principal Intcre:<t Total Principal Interest Total Orand Total 

2016 $39,928,042 sn.140,640 $53,068,682 $78,121,654 $56,411 ,550 $134,533,204 $7,340,000 $1,691,025 $9,031 ,025 $196,632,911 
2017 39,331,283 11,563,627 50,S94,910 80,229,842 62,156,115 142,385,957 7,635,000 1,397,425 9,032,425 202,313,291 
2018 41 ,007.187 9,876,0&3 50.883,269 83,413,667 58,405,995 141,819,663 7,990,000 1,038,175 9,028,175 201 ,73\ ,107 
2019 42,390,807 8,042,202 50,433,009 85,935,526 54,333,977 140,269,503 8,365.000 662,075 9,027,075 199,729,588 
2020 37,492,202 6,066,431 43,558,633 85,790,228 50,012,833 135,803,062 6,190,000 304,500 6,494,500 185,856,195 
2021 34,251,427 4,442,226 38,693,653 84,088,666 45,625,879 129,714,545 0 0 0 168,408,198 
2022 25,433,543 3,139,032 28,572,574 87,330,000 41,239,467 128,569,467 0 0 0 157,142,041 
2023 14,058,608 2,063,216 16,121,824 56,640,000 37,563,452 94,203.452 0 0 0 110,325,276 
2024 14,556,685 1,565,&58 16.122,543 43,355,000 34,969,6!!1 78,324,681 0 0 0 94,447.224 
2025 I 1,337,329 1,047,552 12,384,88 1 47,565,000 32,566,854 80,131,854 0 0 0 92,516,735 
2026 ll,030,000 617,625 R,647,625 46,160,000 30,154,451 76,314,451 0 0 0 84,962,076 
2027 8,440,000 208,438 8,648,438 47,750,000 27,821,050 75,571,050 0 0 0 84,219,487 
2028 0 0 0 43,576,203 25,396,639 68,972,842 0 0 0 68,972,842 
2029 0 0 0 45,070,000 23.159,261 68,229,261 0 0 0 68,229,261 
2030 0 0 0 43,720,000 20,869,067 64,589,067 0 0 0 64,589,,o67 
2031 0 0 0 45,880,000 18,690,061 64,570,061 0 0 0 64,570,061 
2032 0 0 0 47,920.000 16,395,353 64.,315,353 0 0 0 64,315,353 
2033 0 0 0 47,740,000 14,123,895 61,863,895 0 0 0 61,863,895 
2034 0 0 0 49,015,000 11 ,870,680 60,885,680 0 0 0 60,885,680 
2035 0 0 0 48.,070,000 9,558,416 57,628,416 0 0 0 57,628,4 16 
2036 0 0 0 50,300,000 7,296,584 57,596.584 0 0 0 57,596,584 
2037 0 0 0 52,640,000 4.926,484 57,566,484 0 0 0 57,56(; ,484 
2038 0 0 0 26,270,000 2,443,482 28,713,4!!2 0 0 0 28,713,482 
2039 0 0 0 13,740,000 1,356,974 15,096,974 0 0 0 15,096,974 
2040 0 0 0 8,210,000 611,900 8,821,900 0 0 0 11,821,900 
2041 0 0 0 3,375,000 252,281 3,627,281 0 0 0 3,627,281 
2042 0 0 _ _ _ __Q 1290,0QQ 99,5QO 2,0~2.5QQ _ _ __Q 0 0 ~.089,~00 
ToUtl ~LU S!il.712~ sm.ro~ ~1 :m §25 2s1 ™B ~ II S81 $2.94~ ,i37 520~ ~ mti1J200 S2~!i2 !!509~ 

(I) Totals may not add due to rounding. 

Source: City of Los Angeles, Office nfthe City Adminimativc Officer. 
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Debt Management Policies 

The City adopted a formal debt policy in August 1998, and has also adopted policies for 
Mello-Roos financing, variable rate debt and swaps. The debt, variable rate and swap policies 
were updated and consolidated into the City's Financial Policies in April 2005 (see "BUDGET 
AND FINANCIAL OPERATIONS -Financial Management Policies," herein). The City's 
Debt Management Policy establishes guidelines for the structure and management of the City's 
debt obligations. These guidelines include target and ceiling levels for certain debt ratios to be 
used for planning purposes. The two most significant ratios are shown below: 

Table 66 
DEBT MANAGEMENT POU CY RATIOS 

&!!ill 
Total Direct Debt Service as Percent of Generu.1 Fund Revenues 

Non-Voted Direct Debt Service as Percent of General Fund Revenues 

Ceiling 
15.0% 

6. O"./o (1) 

Estimaled 
(2014-151 

8.23% 

5.08% 

[Proposed] 
Will 

7.38% 

4.55% 

(l) The 6% ceiling may be exceeded only if there is a guaranteed new revenue stream for the debt payments and the additional debt will 
not cause the ratio to exceed 7.5%, or there is not a guaranteed revenue stream but the 6% ceiling shall only be exceeded for one year. 

Source: City of Los Angeles, Oflice of the City Administrative Officer. 

The table below provides a comparison of City debt ratios for its net direct debt 
outstanding for the past five fiscal years. 

b_s of June JQ Direct Net Debt 

2011 $3,288,940,000 
2012 3,250,21 5,000 
2013 2,989,555,000 
2014 2,724,275.000 
2015 2,611,432,899 

Table 67 
FINANCIAL RA TlOS 

N~I Deb~ fer Cooita 

$863 
850 
774 
696 
660 

Source; City of Los Angeles, Office of the City Administrative Officer. 
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Net Debt as Percent 
ofN~ Asses~ed Vll!uatiQD 

0.82% 
0.80 
0.72 
0.62 
0.56 
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The table below shows debt service paid from the General Fund as a percent of General 
Fund revenues. 

Table 68 
GENERAL FUND DEBT SERVICE AS A PERCENT AGE OF GENERAL FUN0<1> 

Fiscal Year 

2011-12 
2012-13 
2013-14 
2014-1 5 (Estimated) 
2015-16 (f ProposedJ Budget) 

Cash basis. 

Debt Service PaymentCll 
..(1QQQl 

205,403 
207,129 
211,059 
225,735 
223,239 

General l'und Revenues\Jl 
filQQ} 

4,587,994 
4,828,505 
5,083,641 
5,173,214 
5,392,237 

( J} 

(2) 

()) 
Debt service payments on lease obligations and judgment obligation bonds. 
Including operating transfers in. 

Source: City of Los Angeles, Office of the City Administrative Officer. 

Debt Service as Percentage of 
General Fund Revenues 

4.48% 
4.29 
4.1 5 
4.63 
4.14 
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The table below provides a schedule of debt retirement for net direct debt. 

General Obligation Bonds S2c.:ial Tax Bonds 

Cumulative Cumulative 
Mahtring Maturing %of0ebt Maturing %ofDebt 

Ylil!!ill ~ ~ ~ &fu:Qsl 

0 to 5 year~ s 443, ! SO,OOO 49.9% $ 12,440,000 11.6% 

5 to 10 y .. ars 327,935,000 86.9 3,585.000 100.0 

10 to 15 years 104,950,000 98.7 0 100.0 

15 to. 20 years 11,700,000 100.0 0 100.0 

20 to 2 s years 0 100.0 0 100.0 

25 to 30 years 0 100.0 0 lOO.O 

30 In :l5 years 0 100.0 
_ ___ _ o 

100.0 

Tot.al $887,735,000 $ 16,025,000 

(I) Totals may not add due to independent rowiding. 

Source: City of Los Angeles, Office of the City Administrative Officer. 

Table 69 
RETIREMENT OF DIRECT NET DEBT 

As of July t , 2015<1
) 

C!!Eital Egui2ment Leases Real Pro2•rtl'. Leases 

Cumulative Cumulative 
Maturing 'Yo of Debt Mahlring %of~bt 

~ ~ Prin~jpal ~ 

$ 200,149,521 63.3% $ 413,490,918 30.5% 

99,637,592 94.8 3t8,978,666 54.1 

16,470,000 100.0 226,276,203 70.8 

0 100.0 238,625,000 &S.4 

0 100.0 151,lUO,OOO 99.6 

0 100.0 5,365,000 100.0 

0 100.0 0 100.0 

$316,257,1 12 $1 ,'.153,895,787 
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Judsment Oblisaiion Bonds Total 

Cwnulntivc Cnmulati'-e 
Maturing %ofD¢bt Maturing % ofDcbt 

~ ~ Princioal ~ 

s 37,520,000 100.0% $ l ,106,750,438 42.4% 

0 100.0 750,136,25& 7 1.1 

0 100.0 347,696,203 84.4 

0 100.0 250,325,000 94.0 

0 l00.0 151 ,160,000 99.8 

0 100.0 5,365,000 100.0 

0 100.0 0 100.0 

$ 37,520,000 $2,611,432,899 
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Variable Rate Obligations and Swap Agreements 

The only variable-rate debt paid from General Fund revenues are the Commercial Paper 
Notes described above. There are no swap agreements payable from the General Fund. 

The City has a formal swap policy approved by the Mayor and Council in April 2003. This 
policy was consolidated into the City's Financial Policies in April 2005 (see "BUDGET AND 
FINANCIAL OPERATIONS-Financial Management Policies," herein). In connection with a 
variable-rate wastewater system revenue bond transaction in 2006, the City entered into fix-pay 
swap agreements. Swap payments and any termination payments would be made from the 
wastewater system enterprise fund and not the City's General Fund. A portion of the Series 
2008A-H bonds were refunded with a partial swap tennination by the Series 2012A Bonds on 
April 17, 2012. The Series 2008A-H bonds were refunded with the proceeds of the City's 
Wastewater System Subordinate Revenue Bonds, Variable Rate Refunding Series 2012-D (the 
"Series 2012-D Subordinate Bonds"). The swap agreements have been re-associated with a 
portion of the Series 2012-D Subordinate Bonds. As of April 17, 2012, the notional value of the 
swaps was reduced from $311.6 million to $151.l million. For additional information, see Note 
4-L in the "Notes to the City's Basic Financial Statements Fiscal Year Ended June 30, 2014" in 
the City's Comprehensive Annual Financial Report. 

In August 2014, the City Council approved a proposal to review these swap agreements, 
and adopted an action calling on the swap providers under the respective swap agreements to 
renegotiate or tenninate such swap agreements with no additional fees. In March 2015, 
Councilmember Paul Koretz pru1icipated in a phone conversation with members of the Fix LA 
Coalition, the Service Employees International Union and the chief of staff of one of the 
commissioners of the SEC during which the Fix LA Coalition asked that the SEC investigate the 
practice of the banks involved in the City's Wastewater 2006 Swap transaction. The City has not 
been contacted by the SEC and is not aware of any existing investigation. 

Proposed Additional Financings 

The City currently anticipates the completion of some or all of the financings 
summarized in the table below secured in whole or in part by the City's General Fund or other 
revenues and taxes. Certificates of participation or lease revenue bonds in addition to those 
listed below may be approved for refundings or to finance real and personal property acquisitions 
and improvements. 
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The City may also seek further general obligation bond voter authorization. 

Anticipated 
Sale Da19<1l 

ti> Anticipated quarter of calendar year. 

Table 70 
POTENTIAL ADDITIONAL FINANCINGS 

DEBT CALENDAR [update) 

Type of Obligation 

Source: City of Los Angeles, Oftice of the City Administrative Officer. 

Overlapping Bonded Debt 

Estimated 
finam;ing Amount 

Contained within the City are numerous overlap.ping local agencies providing public 
services. These local agencies have outstanding bonds issued primarily in the form of general 
ob1igation, pension obligation, lease revenue, special tax, and special assessment bonds. A 
statement of the overlapping debt of the City, prepared by California Municipal Statistics Inc., is 
shown in the following table. The City makes no representations as to its completeness or 
accuracy. Self-supporting revenue bonds, tax allocation bonds, and non-bonded capital lease 
obligations are excluded from the debt statement. The overlapping debt statement also excludes 
the City's city-wide landscaping and lighting district, which is reported in Table 60 as Direct 
Debt. The City anticipates issuing additional bonded debt. (See "BONDED AND OTHER 
INDEBTEDNESS-Introduction" and "Proposed Additional Financings" herein). The City 
also anticipates that new special assessment and special tax districts may be created within the 
City, and that debt supported by these special assessments and special taxes may be issued. 
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Table 71 
STATEMENT OF OVERLAPPING DEBT 

As of June 30, 2015 

OVERLAPPING DEBT REPAID wm-r PROPERTY TAXES (2) 

Los Angeles County Flood Control District 
The Metropolitan Water Disbict of Southern California 
Los Angeles Community College District 
Beverly Hills Unified School District 
Inglewood Unified School District 
Las Virgenes Unified School Dislri1-'t 
l-0s Angeles Unified School District 
Other School Districts 
City of Los Angeles Community Facilities District No. 3 (estimate) 
City of Los Angeles Community facilities Distriot No. 4 
City ofLos Angeles Community Facilities Dislrict No. 8 

Mountains Recreation and Conservation Authority Assessment Districts 
Los Angdes C-Ounty Regional Park and Open Space Assessment District 

OTHER OVERLAPPING DEBI· 
Los Angeles County General fund Obligations 
Los Angeles County Superintendent of Schools Certificates of Participation 
Los Angeles County Sanitation District Nos. 1, 4 , 5, 8 & 16 Authorities 
Inglewood Unified School District Ccnificatcs of Partii.,-ipation 
Las Virgcnes Unified School District Certificates of Participation 
Los Angeles Unified School District Ct:rtificatcs of Participation 
Less: Los Angeles C-Ounty General Fund Obligations supportt:d 

by landfill revenues 
Los Angeles Unified School District QZAfl Bonds (supported by 

periodic payments to investment accounts) 

TOTAL OVERLAPPING DEBT 

Debt 
Oulstanding 
6130/2015 

$ 15,105,000 
l l 0,420,000 

3,929, 135,000 
194,220,855 
123,515,000 
148,708, 122 

10,348,740,000 
419,709,325 

3,945,000 
81,200,000 
5,860,000 

20,535,000 
82,880,000 

1,885,330,518 
8,719,113 

66,030,766 
1,570,000 

11,165,000 
307,180,000 

<•l Percentage of overlapping agency's assessed valuation located within boundaries of the City. 

F.stimated 
Percent 

A1mlicablell' 

40.034% 
20.155 
70.722 
0.172 
1.077 
0.935 

87.561 
Various 

100.000 
100.000 
100.000 

99.990-100.000 
38,873 

38.873 
38.873 

0.001-1 1.641 
1.077 
0.935 

87.561 

m Excludes the City's landscaping and Lighting Disbict, a voter-approved citywide assessment district treated herein as direct debt. 

Source: Califomiu Municipal Stati!.tics, Inc. 

OTHER MATTERS 

Estimated Shares 
Of Overlapping 
Debt 2/3012015 

$ 6,047,136 
22,267),97 

2,778,762,855 
334,060 

1,330,257 
1,390,421 

9,061 ,460,231 
348,691 

3,945,000 
81,200,000 
5,860,000 

20,533,914 
32,217,942 

732,884,532 
3,389,381 
4,171,192 

16,909 
104,393 

268,969,880 

(1,766,737) 

(14,964,882) 

$13,008,502,472 

An unsuccessful candidate for Mayor in the City's 2013 primary election posted on a 
website that a complaint was submitted to the United States Securities and Exchange Commission 
(the "SEC") in October 2012, alleging that the City violated federal and state securities laws by 
failing to disclose certain budgetary information. The City has not received any notice or other 
communication from the SEC regarding this alleged complaint. 
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LITIGATION 

The following is a list prepared by the Office of the City Attorney updated as of 
[ J, 2015, of completed, pending or threatened litigation involving the City, 
excluding most personal injury cases and single plaintiff cases, in which the City has a possible 
financial exposure of $10 million or more which, either individually or in the aggregate, could 
materially affect the City's General Fund financial position. 

With regard to all other pending litigation, the City Attorney believes, based on current 
facts and circumstances, that the final determination of such litigation, either individually or in 
the aggregate, would not materially affect the City's General Fund financial position. 

1. Fair Labor Standards Act and Other Related Liligation: The City bas been sued in 
twelve separate class action cases (some of which were subsequently decertified), many 
of which allege violations of the Act. The various cases involve police officers, 
firefighters or Bureau of Sanitation employees, and involve allegations of failure to 
compensate for off-the-clock hours worked, uncompensated overtime, meal breaks 
worked and retaliatory disciplinary action. Resolution of these cases will not occur 
concurrently, and some of the cases have settled, but over an extended period of time 
maximum cumulative liability remaining could reach $15 million to the General Fund. 

2. A number of claims have been filed in connection with the City's utility users' tax on 
telephone services, which was amended in 2008 to e liminate any such future claims (see 
"MAJOR GENERAL FUND REVENUE SOURCES - Utility Users' Taxes" 
herein.). Ardon v. City of Los Angeles is a class action challenging the validity of the 
City's telephone users' tax based on a federal government interpretation of the federal 
excise tax. The appellate court held that class actions against local taxes are not 
permitted under State law. The California Supreme Court reversed the appellate court 
decision on July 25, 2011, concluding that class claims for tax refunds against a local 
governmental entity are permissible, and remanded the matter back to the trial court. The 
class has not yet been certified. The City collected approximately $750 million of 
telephone users' tax between the time federal law changed in 2006 and the electorate 
approved a measure in 2008 that modernized the City's ordinance. Only a portion of the 
collected telephone users' tax is vulnerable to the claims made in Ardon. The City 
believes that if: (i) the case is not settled, (ii) the class is certified as to all phone 
customers within the City (including business users); (iii) the entire claiming period 
argued by plaintiffs is allowed; (iv) the City is found liable on the merits; and (v) there is 
a high claiming rate by those within the class, the City's liability would not exceed $300 
million and could be substantially less. The City further believes it unlikely that each of 
five elements in the preceding sentence will occur. 

In Nextel Boost of California lLC v. City of Los Angeles, the plaintiff, a provider of 
prepaid wireless services, seeks a refund of $6.3 million, which it alleges it overpaid for 
the period February 2007 through February 2008 in connection with the telephone users' 
tax. In J2 Global Communications, Inc. v. City of Los Angeles, the plaintiff seeks a $5.5 
million refund for telephone users' taxes incurred for the years 2005, 2006 and 2007. 
Plaintiff makes the same federal excise tax argwnent as in Ardon, and also argues that the 
City's amendment to the Municipal Code was improper prior to voter approval in 2008. 
In Sprint Telephony PCS, L.P. v. City of Los Angeles, the plaintiff sought a refund in the 
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amount of $8,320,000 for overpaid telephone users tax for the period January 1, 1998 
through December 1, 2003 (the "Refund Period"). Plaintiff argued that it was not subject 
to the federal excise tax during the Refund Period. In Sprint Communications Co. L.P. v. 
City of Los Angeles, plaintiff sought a refund of $2.6 million. The City has settled the 
Nextel Boost of Cal(fornia, LLC, Spring Telephony, PCS, L.P. and Spring 
Communications Co. L.P. cases. The settlement for all three cases is "paid" over time in 
the form of credits against the Communications Users Tax taxes owed by the three 
companies. The credit is capped at $5.75 million for each 12-month period until a total of 
$23 million is reached. In TracFone Wireless, Inc. v. City of Los Angeles, the plaintiff, a 
national vendor of prepaid telephone cards, filed a complaint in December 2006, seeking 
a refund of approximately $180,000 based on the same arguments. The TracFone and J2 
Global cases are related to the Ardon matter and are in the pre-trial stage. 

In a second suit by Tracfone, Trac/one Wireless, Inc. v. City of Los Angeles, the plaintiff 
seeks $2.8 million for allegedly overpaid telephone users taxes for the periods January 
2006 through December 2009. This action is stayed pending resolution of the Ardon 
matter. Sipple et a/. v. City of Los Angeles, is not a FET case but involves related issues. 
On May 27, 2011, plaintiff filed a complaint against 137 public agencies, including the 
City, seeking a refund of TUT. Plaintiff contends that TUT was erroneously collected on 
internet access charges by canier New Cingular Wireless and its affiliates. New Cingular 
Wireless filed a refund request in an amount slightly over $22 million. The trial court 
sustained the City's demurrer to the complaint on the grounds that the plaintiffs lacked 
standing to assert a claim on behalf of all City taxpayers and plaintiffs had failed to 
comply with the City's claiming ordinance. The Court of Appeal reversed the dismissal 
and the City has authorized a Petition for Review to the Supreme Court. If the Court of 
Appeal decision stands, the potential exposure of plaintiffs prevail is estimated at 
approximately $9.7 million. 

3. Lisker v. City of Los Angeles, et al. lbis case arises from plaintiff being arrested in 1983 
and subsequently being convicted of murdering his ·mother. PJaintiff was released in 
August 2009, after a federal court determined that plaintiff received ineffective assistance 
of counsel and the evidence used against him was false. Plaintiff filed suit against the 
City and two former detectives, alleging the investigating detectives fabricated evidence 
and/or testified falsely at his trial. Potential loss to the City could be $25 million or more. 

4. The City is subject to several actions relating to its programs for low- and moderate
income housing. The City Attorney has been advised by letter dated November 30, 2011, 
that the Civil Fraud Section of the U.S. Department of Justice is currently investigating 
whether the City violated the False Claims Act in connection with certifications to the 
U.S. Department of Housing and Urban Development regarding compliance with federal 
accessibility laws and regulations protecting individuals with handicaps. The City is 
cooperating in the investigation and is defending its interests. Potential liability could 
exceed $10 million by a significant amount. 

The City receives federal funds from the U.S. Department of Housing and Urban 
Development ("HUD"), which it uses to fund housing developments. HUD's Office of 
Fair Housing and Equal Opportunity ("FHEO") separately monitors City compliance with 
federal law. During three visits in late 2011, FHEO purportedly reviewed compliance with 
such laws, including the Americans with Disabilities Act. FHEO has conducted additional 
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site inspections, and it is likely the City will retrofit and remediate all federally-funded 
properties to the appropriate standard. It is not possible to quantify the City's liability at 
this time. 

Independent Living Center of Southern California, et al v. City of Los Angele is a case 
brought by three fair housing advocacy organizations against the City, the CRA/LA and 
34 owners of affordable housing projects. The plaintiffs allege defendants failed to ensure 
that the affordable housing projects meet the accessibility requirements under federal and 
state civil rights laws. City liability could exceed $10 million. 

5. Killings-Rodriguez v. City of Los Angeles. In this case the plaintiff alleges wrongful death 
to a teenager and personal injuries (quadriplegia) to a young child as a result of being 
struck in a crosswalk by a third party vehicle. The plaintiff alleges that the traffic controls 
were inadequate. The City's motion for summary judgment was granted but the Court of 
Appeal reversed the trail court's decision. If the plaintiff ultimately prevails, City liability 
could reach $40 milJion. 

6. Gomez v. City of Los Angeles. In this case plaintiff sought damages arising from injuries 
(paraplegia) to a 13 year old boy who was playing with a replica gun and who was shot 
by LAPD officers. The trial court entered a judgment of $22 million against the City. The 
case has been settled for $15 million. 

7. Willits, et al. v. City of Los Angeles. Plaintiffs and the entity Communities Actively 
Living Independent and Free allege that the City' s policies and procedure as well as its 
infrastructme (including curb ramps and sidewalks) fail to provide equal services and 
access to individuals with disabilities. The complaint seeks injunctive relief to require the 
removal of alleged barriers to pedestrian paths of travel throughout the City and cessation 
of alleged discriminatory policies to ensure all City design and construction activities and 
services operate in a manner that is usable and readily accessible to persons with 
disabilities. The parties are in mediation. The City's on-going capital program includes 
funding for sidewalks. At this time the City is unable to estimate the potential impact on 
the General Fund of an adjudication or settlement of this dispute beyond the currently 
planned and budgeted sidewalk funding. The City agreed to spend $31 million a year 
[growing to $61 million] for 30 years; the sources of funds to pay the settlement 
obligation have not yet been determined. The tentative settlement must be approved by 
the federal court. 

8. Clear Channel Outdoor, Inc.: Clear Channel filed a Claim for Damages, dated 
February 22, 2013, for an amount in excess of $100 million arising from a federal 
appellate court decision invalidating a settlement agreement between the City and certain 
outdoor advertising companies (the "Summit Media decision"). The Claim alleges 
violation of the City's representations and warranties in the settlement agreement that the 
conversions of its existing signs to digital technology did not violate the City's 
regulations, and just compensation is due under the California Outdoor Advertising Act. 
The City denied the Claim by letter dated March l, 2013. The parties have entered into a 
tolling agreement to extend the time deadline by which the claimant may file a lawsuit 
pursuant to the claim. 

9. Regency Outdoor Advertising, Inc.: Regency filed a Claim For Damages, dated 
February 26, 2013, for an unstated amount for breach of contract, breach of the covenant 
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of good faith and fair dealing, and unjust enrichment arising from the Summit Media 
decision. The City denied the Claim by letter dated April 3, 2013. The parties have 
entered into a tolling agreement to extend the time deadline by which the claimant may 
file a lawsuit pursuant to the claim. 

10. CBS Outdoor: CBS Outdoor filed a Claim For Damages on May 13, 2013, for an amount 
stated to be in excess of $1 million arising from the Summit Media decision, for 
damages, lost revenue, attorneys' fees, restitution and costs. The City denied the Claim 
by letter dated June 8, 2013. The parties have entered into a to1ling agreement to extend 
the time deadline by which the claimant may file a lawsuit pursuant to the claim. 

11. Christian Rodriguez v. City of Los Angeles. This case is a certified class action lawsuit in 
which plaintiffs, over 5,000 gang members, claim the City's gang injunction provisions 
are unconstitutional. Plaintiffs seek damages and other relief; possible City liability could 
reach $25 million. 

12. [In 2015, two class action lawsuits were filed relating to the Department of Water and 
Power (DWP) Power Revenue Fund transfer. Both lawsuits allege that the City charges its 
electric utility customers fees that exceed the cost of providing electric utility service, as 
evidenced by the Power Revenue Food transfer, in violation of the State Constitution. 
''MAJOR GENERAL FUND REVENUE SOURCES-Power Transfers to General 
Fund," herein. Both lawsuits seek to discontinue the aileged collection of excess fees from 
ratepayers and to discontinue any transfer of surplus funds to the City General Fund. Jn 
addition, both lawsuits seek a refund of allegedly excess fees and charges for electric 
service. The DWP and City have filed answers to each complaint pursuant to Los Angeles 
Superior Court procedures. The DWP completed a $253 million Power Revenue Fund 
transfer for Fiscal Year 2013-14. For Fiscal Year 2014-15, DWP is making a transfer of 
$265.59 million. The preliminary City and DWP budget for the 2015-16 Fiscal Year 
includes $275.3 million for the DWP Power Revenue Fund transfer. The City could be 
liabile for refunds made from one year before the first suit was filed in January 2015.] 

In addition to the cases listed above, two lawsuits have been filed challenging the City's 
actions relative freezing OPEB Benefits. (See "BUDGET AND FINANCIAL OPERATIONS
Otber Post-Employment Benefits," above). 

1. Jack Fry, Gary Cline, Sandra Carlsen, Yvette Moreno, and Los Angeles Retired 
Fire & Police Association, Inc. v. City ~f Los Angeles. This suit was filed by individual 
sworn employees regarding the City's action to freeze retiree health benefits for sworn 
employees who elect not to contribute to these benefits. On July 28, 2014, a Superior 
Court issued an interim order ruling that the petitioners have a vested right to a "non
frozen" health subsidy in retirement. The court did not rule that petitioners are entitled to 
any particular health subsidy amount. The City appealed the Superior Court's Decision. 
On November 12, 2014, the Court of Appeal granted the City's application for a Writ of 
Supersedeas which stays the Superior Court's order pending the City' s appeals and 
requires the LAFPP Board to continue applying the retiree health care freeze ordinance. 
In March 2015, the City filed its opening brief in the Court of Appeal, and in late May, 
petitioners filed their responsive brief. The City's reply brief is due at the end of June. 
There is no date set for hearing before the Court of Appeal. There is no firm estimate of 
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the long term cost to the City if the plaintiffs ultimately prevail in this case in reversing 
the "freeze.'' However, petitioners are seeking not only to reverse the "freeze" but also to 
invalidate the 2% additional pension contributions being made by employees in exchange 
for being exempt from the freeze. It has been estimated that the additional pension 
contributions amount to $16 million per year in reduced retirement contributions by the 
City. 

2. Los Angeles Police Protective League and United Firefighters of Los Angeles City v. 
Board of Fire and Police Pension Commissioners v. City of Los Angeles. In this case, 
plaintiffs seek a judgment declaring that their letter of agreement with the City requires 
the Retirement Board to increase the retirees' medical subsidy by the maximum amount 
allowable per year under the Administrative Code. The City prevailed on a demurrer, but 
the Court of Appeal reversed and issued a remitter, sending the case back to the triaJ 
court, which will require resolution of disputed factual issues. A trial setting conference 
is scheduled for June 30, 2015. The City cannot assess the value of this case at this time. 
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APPENDIXC 

FORM OF OPINION OF SPECIAL TAX COUNSEL 

July _, 2015 

City of Los Angeles, California 

Squire Patton Boggs (US) LLP 

$[Par Amount] 
City of Los Angeles, California 

2015 Tax and Revenue Anticipation Notes 

Ladies and Gentlemen: 

We have acted as special tax counsel to the City of Los Angeles, California (the "City'') regarding 
the issuance of the City's 2015 Tax and Revenue Anticipation Notes (the "Notes"). The proceeds of the 
Notes will be used to provide effective cash flow management for revenues and expenditures of the City's 
General Fund for the Fiscal Year 2015-16 and to prepay the City's Fiscal Year 2015·16 pension 
obligations to the Fire and Police Pension Plan and the Los Angeles City Employees' Retirement System. 

In connection with the delivery of this opinion, we have examined the law and the following 
documentation: 

(a) The transcript of proceedings for the Notes, including but not limited to the resolution 
adopted by the City Council on June_, 2015 (the "Resolution"), authorizing the issuance of the Notes; 

(b) The Tax Compliance Certificate executed by the City on the date of issuance of the Notes 
(the "Tax Compliance Certificate"); and 

(c) Such other documents as we deemed relevant and necessary in rendering this opinion. 

We have assumed the accuracy and truthfulness of all public records and of all certifications, 
documents and other proceedings examined by us, and we have not independently verified the accuracy 
or truthfulness thereof. We have also assumed the genuineness of the signatures appearing upon such 
records, certifications, documents and proceedings. 

Based upon the foregoing review, we are of the opinion that under the laws, regulations, rulings 
and judicial decisions existing on the date hereof, interest on the Notes is excluded from gross income for 
federal income tax purposes and is not a specific preference item for purposes of the federal alternative 
minimum tax. We are finiher of the opinion that interest on the Notes is exempt from current State of 
California personal income taxes. 

The opinions set forth in the preceding paragraph are given in reliance on the opinion of Squire 
Patton Boggs (US) LLP, Note Counsel, that the Notes constitute legally valid and binding obligations of 
the City and that the Notes are enforceable in accordance with their tenns. The opinions set forth in the 
preceding paragraph also assume compliance by the City with certain requirements of the Internal 
Revenue Code of 1986, as amended, that must be met subsequent to the issuance of the Notes. Failure to 
comply with such requirements could cause such interest to be incluclible in gross income for federal 
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income tax purposes retroactive to the date of issuance of the Notes. The City has covenanted in the 
Resolution and the Tax Compliance Certificate to comply with such requirements. 

We express no opinion regarding other federal or State of California tax consequences arising 
with respect to the Notes. We note, however, that interest on the Notes is taken into account in 
detennining adjusted current earnings for purposes of the federal alternative minimum tax imposed on 
certain corporations. Each such corporation is required to include in the calculation of federal alternative 
minimum taxable income 75% of the excess of the corporation's adjusted current earnings over its federal 
alternative minimum taxable income (detennined without regard to such adjustment and prior to 
reduction for certain net operating losses). 

We have not been engaged to prepare and have not assumed or undertaken responsibility for the 
preparation of the Official Statement for the Notes except for the description therein of federal and State 
of California tax law pertinent to the treatment of interest paid on the Notes. We have not perfonned an 
independent investigation to determine the accuracy, completeness or sufficiency of any other 
information contained in the Official Statement. We have not assumed responsibility for any description 
of the revenues or other sources of security for or other matters relating to any evaluation of the likelihood 
of payment of, or creditwo1thiness of, the Notes or the adequacy of the security provided to owners of the 
Notes. We also have not been engaged to review, and we did not review, the financial condition of the 
City or the revenues or other somces of security for or other matters relating to an evaluation of the 
likelihood of payment of, or creditworthiness of the Notes or the security provided to owners of the 
Notes. 

We assume no obligation to review or supplement this letter subsequent to its date, whether by 
reason of a change in the current laws, by legislative or regulatory action, by judicial decision or for any 
other reason. 

Respectfully submitted, 

Kutak Rock LLP 
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APPENDIXD 

DTC AND THE BOOK-ENTRY ONLY SYSTEM 

The information in this Appendix D concerning The Depository Trust Company, New York, New 
York ("DTC''} and DTC's book-entry system has been obtained from DTC and the City takes no 
responsibility for the completeness or accuracy thereof The City cannot and does not give any 
assurances that DTC, DTC Participants or Indirect Participants will distribute to the Beneficial Owners 
(a) payments of interest, principal or premium, if any, with respect to the Notes, (b) certificates 
representing ownership interests in or other confirmation of ownership interests in the Notes or 
(c) redemption or other notices sent to DTC or Cede & Co., its nominee, as the registered owner of the 
Notes, or that they will so do on a timely basis, 01· that DTC, DTC Participants or DTC Indirect 
Participants will act in the manner described in this Appendix. The current "Rules" applicable to DTC 
are on file with the Securities and Exchange Commission and the current "Procedures" of DTC to be 
followed in dealing with DTC Participants are on file with DTC. 

The following description of the procedures and record-keeping with reJpect to beneficial 
ownership interests in the Notes, payment qf principal, interest and other payments with respect to the 
Notes to DTC Participants or Beneficial Owners, confirmation and transfer of beneficial ownership 
interests in such Notes and other related transactions by and between DTC, the DTC Participants and the 
Beneficial Owners is based solely on information provided by DTC. Accordingly, no representation is 
made concerning these matters and neither the DTC Participants nor the Beneficial Owners should rely 
on the following information with respect to such matters, hut should instead confirm the same with DTC 
or the DTC Participants, as the case may be. 

The Depository Trust Company, New York, NY, will act as securities depository for the Notes. 
The Notes will be issued as fully-registered securities registered in the name of Cede & Co. (DTC's 
partnership nominee) or such other name as may be requested by an authorized representative of OTC. 
One fully-registered Note certificate will be issued for each maturity of the Notes, in the aggregate 
principal amount of such issue, and will be deposited with OTC. If, however, the aggregate principal 
amount of any maturity exceeds $500 million, one certificate will be issued with respect to each 
$500 million of principal amount, and additional certificates will be issued in aggregate principal amounts 
up to $500 million each with respect to any remaining principal amount of such maturity. 

DTC, the world's largest securities depository, is a limited-purpose trust company organized 
under the New York Banking Law, a "banking organization" within the meaning of the New York 
Banking Law, a member of the Federal Reserve System. a "clearing corporation" within the meaning of 
the New York Uniform Commercial Code, and a "clearing agency" registered pw·suant to the provisions 
of Section 17 A of the Securities Exchange Act of 1934. DTC holds and provides asset servicing for over 
3.5 million issues of U.S. and non-U.S. equity issues, corporate and municipal debt issues, and money 
market instruments (from over ·100 countries) that DTC's participants ("Direct Participants") deposit with 
OTC. DIC also facilitates the post-trade settlement among Direct Participants of sales and other 
securities transactions in deposited securities, through electronic computerized book-entry transfers and 
pledges between Direct Pa1ticipants) accounts. This eliminates the need for physical movement of 
securities certificates. Direct Participants include both U.S. and non-U.S. securities brokers and dealers, 
banks, trust companies, clearing corporations, and certain other organizations. OTC is a wholly-owned 
subsidiary of The Depository Trust & Clearing Corporation ("DTCC"). DTCC is the holding company 
for DTC) National Securities Clearing Corporation, and Fixed Income Clearing Corporation, all of which 
are registered clearing agencies. DTCC is owned by the users of its regulated subsidiaries. Access to the 
DTC system is also available to others such as both U.S. and non-U.S. securities brokers and dealers, 
banks, trust companies, and clearing corporations that clear through or maintain a custodial relationship 
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with a Direct Participant, either directly or indirectly ("Indirect Participants"). DTC has a Standard & 
Poor's rating of AA+. The DTC Rules applicable to its Participants are on file with the Securities and 
Exchange Commission. More information about DTC can be found at www.dtcc.com. The foregoing 
internet addresses are included for reference only, and the information on such internet site is not 
incorporated by reference herein. 

Purchases of Notes under the OTC system must be made by or through Direct Participants, which 
will receive a credit for the Notes on DTC's records. The ownership interest of each actual purchaser of 
each Note ("Beneficial Owner") is in turn to be recorded on the Direct and Indirect Participants' records. 
Beneficial Owners will not receive written confirmation from DTC of their purchase. Beneficial Owners 
are, however, expected to receive written confirmations providing details of the transaction, as well as 
periodic statements of their holdings, from the Direct or Jndirect Participant through which the Beneficial 
Owner entered into the transaction. Transfers of ownership interests in the Notes are to be accomplished 
by entries made on the books of Direct and Indirect Participants acting on behalf of Beneficial Owners. 
Beneficial Owners will not receive certificates representing their ownership interests in Notes, except in 
the event that use of the book-entry system for the Notes is discontinued. 

To facilitate subsequent transfers, all Notes deposited by Direct Participants with DTC are 
registered in the name of DTC's partnership nominee, Cede & Co., or such other name as may be 
requested by an authorized representative of DTC. The deposit of Notes with DTC and their registration 
in the name of Cede & Co. or such other DTC nominee do not effect any change in beneficial ownership. 
DTC has no knowledge of the actual Beneficial Owners of the Notes; DTC's records reflect only the 
identity of the Direct Pruticipants to whose accounts such Notes are credited, which may or may not be 
the Beneficial Owners. The Direct and fudirect Participants will remain responsible for keeping account 
of their holdings on behalf of their customers. 

Conveyance of notices and other conununications by OTC to Direct Participants, by Direct 
Participants to Indirect Participants, and by Direct Participants and Indirect Participants to Beneficial 
Owners will be govemed by arrangements among them, subject to any statutory or regulatory 
requirements as may be in effect from time to time. Beneficial Owners of Notes may wish to take certain 
steps to augment the transmission to them of notices of significant events with respect to the Notes, such 
as redemptions, tenders, defaults, and proposed amendments to the Note documents. for example, 
Beneficial Owners of Notes may wish to ascertain that the nominee holding the Notes for their benefit has 
agreed to obtain and transmit notices to Beneficial Owners. In the alternative, Beneficial Owners may 
wish to provide their names and addresses to the registrar and request that copies of notices be provided 
directly to them. 

Neither DTC nor Cede & Co. (nor any other DTC nominee) will consent or vote with respect to 
the Notes unless authorized by a Direct Participant in accordance with DTC's MMI Procedures. Under 
its usual procedures, DTC mails an Omnibus Proxy to the City as soon as possible after the record date. 
The Omnibus Proxy assigns Cede & Co.'s consenting or voting rights to those Direct Participants to 
whose accounts the Notes are credited on the record date (identified in a listing attached to the Omnibus 
Proxy). 

Payments on the Notes will be made to Cede & Co., or such other nominee as may be requested 
by an authorized representative of DTC. DTC's practice is to credit Direct Participants' accounts upon 
DTC's receipt of funds and corresponding detail information from the City or the Paying Agent, on 
payable date in accordance with their respective holdings shown on DTC's records. Payments by 
Participants to Beneficial Owners will be governed by standing instructions and customary practices, as is 
the case with securities held for the accounts of customers in bearer form or registered in "street name," 
and will be the responsibility of such Participant and not of DTC, the Paying Agent or the City, subject to 
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any statutory or regulatory requirements as may be in effect from time to time. Payment of redemption 
proceeds, distributions, and dividend payments to Cede & Co. (or such other nominee as may be 
requested by an authorized representative of DTC) is the responsibility of the City or the Paying Agent, 
disbursement of such payments to Direct Participants will be the responsibility of DTC, and disbursement 
of such payments to the Beneficial Owners will be the responsibility of Direct and Indirect Participants. 

DTC may discontinue providing its services as depository with respect to the Notes at any time 
by giving reasonable notice to the City or the Paying Agent. Under such circwnstances, in the event that 
a successor depository is not obtained, Note certificates are required to be printed and delivered. 

The City may decide to discontinue use of the system of book-entry only transfers through DTC 
(or a successor securities depository). In that event, Note certificates will be printed and delivered to 
DTC. 
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