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C EO New Concerns To Address

LA County

Budgeting for FY 2026-27 is CRISIS IN THE MAKING

We I I u n d e rway —_— a | | d e p a rt m e n t Due to the budget cuts approved by the Board, the County’s budget is solvent and it will require fiscal discipline to remain that way.
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CEO Higher Fixed Costs, Lower Revenues

« The County’s fixed costs for FY 2026-27 (including a 2% COLA taking
effect this year) are expected to outpace revenues.

« |n addition, federal cuts are creating financial challenges for
departments for FY 2025-26 that are expected to worsen next year.

- Departments are already doing more with less due to 8.5%
! curtailments, leaving little room to absorb revenue impacts.

e The County must make its AB 218 settlement liability payments: $1.2
billion this fiscal year and $1.2 billion next fiscal year.
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CEO Past as Prologue

The last time the County faced financial challenges of this magnitude was in the mid-1990s.

« Challenges then included huge reductions in federal health care funding, limited local revenue
growth due to a recession, and local property taxes shifting from counties to schools.

* The crisis prompted changes to Board budget policy- a sound
strategy that has guided us over decades.

« We are much better equipped today to handle multiple threats.

« Now is the time to prepare the County by:
o Making changes now to protect safety net services and
mitigate impacts to the County workforce
o Quickly building consensus around the best tools to address
budget gaps
o Being rigorous in setting Board funding priorities

downsizing will tax an already stressed system.
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Legislative analyst’s study was requested by lawmakers skeptical of
problem’s dimensions. It confirms major cutbacks probably will be
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L.A. County to Lay Off 300 Health Workers : Budget:
Supervisors approve cuts to save $3.6 million. Employees say
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CEO Department Head Strategy Session

« Given the degree of difficulty in budgeting under these crisis
conditions, we are working closely with our County departments
to find solutions.

« CEO organized a department head budget strategy meeting on
January 21.

« Department heads shared a wide range of perspectives but also
mMmany common themes.

« Early consensus built around new ideas for increasing revenues
and consolidating costs.

« Reallocating resources will likely require additional Board
guidance.

« Working groups are being established to pursue near-term
opportunities, including central agency billing and duplication of
expenses. 50f 9



EMERGENT IDEAS
(NOT EXHAUSTIVE)

Budgeting to Fund the Board's Existing Priorities

« Sweep set-asides that do not reflect the County’s highest priorities
Reallocate « Revisit legacy allocations where funds are underused or lower priority

_ Resources » Prioritize restricted funding to free up NCC

* Right-size revenue-funded programs to reduce NCC

« Reduce operating overhead (IT licenses, utilities, back office, equipment refresh)
Decrease * Re-evaluate discretionary expenditures

Expenses * Address unnecessary expenditures

« Establish hiring and/or spending freezes

» Evaluate the sale or revenue-generating potential of surplus County real estate
Increase » Gradually right-size existing fees
Revenues  Change property management model to reduce maintenance and repairs expense

« Monitor new proposed parcel and sales tax measure
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CEO Risks and Uncertainties Loom Large

« The County is operating in an unpredictable
environment shaped by both real financial stressors
and political gamesmanship

« The impacts of the “Big Bill” will be felt this year but
hit hardest in 2027-28

« Governor's Proposed Budget does not reflect support
for counties to brace for these impacts

» Federal grants for multiple departments continue to
be reduced

« Revenue disruptions are abrupt and even threats that
don’'t materialize stress resources and trigger new
legal and administrative expenses
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C EO Next Steps

« Slow County spending to prevent deficit spending this fiscal year by implementing a
countywide hiring and spending freeze.

« Continue working with departments to evaluate reallocations, revenue increases and
expense cuts to include in the Recommended Budget.

« The consequences of these choices will extend beyond this fiscal year.

« This year will also be the second year of public department budget presentations,
which will generate additional public feedback for the Board in advance of
Recommended Budget.

* The first set of public department budget presentations is February 12.
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Thank you.

Questions?

CEO.
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