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COUNTY OF LOS ANGELES
CHIEF ADMINISTRATIVE OFFICE

713 KENNETH HAHN HALL OF ADMINISTRATION/LOS ANGELES, CALIFORNIA 90012
(213) 974-1101

SALLY R. REED

CHIEF ADMINISTRATIVE OFFICER

May 17, 1994

The Honorable Board of Supervisors
County of Los Angeles

383 Kenneth Hahn Hall of Administration
500 West Temple Street

Los Angeles, CA 90012

Dear Supervisors:

1994-95 PROPOSED COUNTY BUDGET
(3-VOTES)

The Los Angeles County Proposed Budget for 1994-95 totals $14.2 billion, reflecting
virtually no change from the current year:

TOTAL REQUIREMENTS - ALL FUNDS - 1994-95
(Millions of Dollars)
1993-94 1994-95 %
Fund Adj. Allow. | Proposed Change Change

Total General County $11,855.3 | $11,7489 | $(-106.4) (-0.9)
Special Districts and

Funds 2,346.2 2,462.4 116.2 5.0

Total Budget $14,201.5 $14,211.3 $ 98 0.1

Budgeted Positions 86,501.6 84,373.8 | (-2,127.8) (-2.5)

The $14.2 billion total, which consists largely of earmarked funds, obscures the fact that
for the third consecutive year the County faces a crisis in the discretionary portion of
the budget. This dictates austerity despite extraordinary levels of unmet needs. When
the budget process began three months ago, | provided your Board with a comparison
of the funding necessary to pay for existing levels of services versus the amount of annual
revenue that could reasonably be expected. This preliminary analysis revealed a budget
gap of approximately $900 million, almost one-third of our discretionary revenue base.
Pursuant to your Board’s direction and, as a result of exceptional efforts by departmental
and Chief Administrative Office staff, the gap has been narrowed to approximately
$184 million.
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As a result, the County may manage to limit service reductions in 1994-95. However, the
underlying structural issue that created the $300 million gap has not gone away and will
continue to plague future budgets. In simplest terms, the structural problem results from
the fact that the County’s local discretionary revenue base has been shrinking while the
demand for County services has been steadily rising. The severe and prolonged
recession has been a contributing factor to both developments. However, the primary
source of the problem has been the State-imposed shifts of County property tax revenues
to public schools. As the following chart shows, the County’s tax base for 1994-95 is
approximately $570 million less than it would have been were it not for the State tax shifts,
even with the inclusion of the replacement/public safety sales tax revenue:

1994-95 COUNTY GENERAL FUND PROPERTY TAX PROJECTION
(Millions of Dollars)
$ 2,044.9
Without State-Imposed Property Tax Shift to Schools
1,119.7
With State-Imposed Property Tax Shift to Schools
$ (-925.2)
County Property Tax Loss
355.5
Replacement Revenues - Public Safety Sales Tax
$ (-569.7)
Net County Property Tax Loss

As illustrated in Attachment |, Los Angeles County was hit harder by the tax shifts than
any other county in the State, losing 20 percent of its discretionary revenues. As aresult,
there is a huge, permanent hole in the County’s local revenue base that must be filled
with other revenues, productivity improvements, and, failing all else, budget cuts.
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CLOSING THE BUDGET GAP

The following table illustrates how the projected budget gap was narrowed from
approximately $300 million to $184 million:

ADJUSTMENTS TO 1994-95 NEEDS FORECAST OF $898.9 MILLION
(Net County Cost in Millions)

Problems and Solutions Variance Explanation
Original Shortfall $ 8989

Revised Estimate of Needs

— Decline in Property Tax Revenue $ 525  Valuation Declines/Earthquake

—~ Pre-Fund 1992-93 Paybacks for (-19.6)  Will be absorbed in 1993-94.
Nonrepresented Employees
— Public Assistance Payments (-36.6) Primarily General Relief Caseload Declines
— Target Restorations (41.6) CAO Budget Revisions
— Miscellaneous Efficiencies _(-6.0)
Total $ (-51.3)

New Resources

— Federal/State Revenues $(-332.3) Primarily SB 910 and Subventions
-~ Higher Fund Balance (-77.2)  Historic Pattern
— LACERA: Pension Savings (-150.5)  Tentative: Pending Agreement
—~ Public Safety Sales Tax _(-7.3) Estimated Growth
Total $(-567.3)

Deferral of Needs

— Workers’' Comp Liability $ (-68.0) Board Direction

— Down Payment on Reserve -28.0 Board Direction
Total $(-96.0)

Remaining Shortfall $ 184.3

While these adjustments make the budget problem more manageable, they continue the
County’s reliance on temporary, uncertain resources -- SB 910 monies, hoped for
LACERA excess earnings, and the prior year’s fund balance -- to fill a permanent hole in
the budget.






Honorable Board of Supervisors
May 17, 1994
Page 4

BUDGET ASSUMPTIONS

- State Deficit -- The Proposed Budget assumes adoption of a State budget largely
reflective of the Governor’s Budget which is revenue neutral with respect to counties.
Further action on the State’s budget may force a reevaluation of this assumption.

- State - Local Restructuring -- The Governor’s budget contains a restructuring
proposal that is described as revenue neutral. We are assuming that this will be the
case even though the Legislative Analyst has concluded that the Governor’s proposal
could cost counties $435 million.

- Public Safety Maintenance of Effort (MOE) -- Funding for public safety departments
in the Proposed Budget will increase $78 million over the 1993-94 adjusted allowance,
despite a decline in local discretionary revenue. Therefore, we have not assumed the
enactment of an MOE for public safety which could require us to cut even deeper into
other departments.

- Property Tax Shift -- We have not assumed implementation of the property tax shift
proposed by the State Department of Finance to compensate the State for errors in
their prior estimates. This proposal could cost the County $33 million in 1993-94 and
future years, causing a $185 million to $190 million problem in the Proposed Budget.

- Tobacco Tax Maintenance of Effort Relief -- Although the Proposed Budget
includes tobacco tax but fails to include the local match, MOE relief in this area
cannot be assured. The County will actively pursue relief, and, as before, we will
commit to maintaining service levels utilizing Federal funds. It would cost us more in
local revenue ($122.7 million) to meet the MOE than we would gain in tobacco tax
revenue ($59.2 million) and only add to our budget problem.

- SB 910 -- It is assumed that the State Department of Health Services will eventually
agree to pay the County’s claims relating to outpatient services. An unfavorable
outcome will cost the Department of Health Services (DHS) over $129 million of
revenue in the Proposed Budget and place in jeopardy up to $142 million annually.

- Los Angeles County Employees Retirement Association (LACERA) Savings --
Based on discussions with LACERA, it appears that the County will be able to
conclude a mutually beneficial agreement that will involve bond refinancing of a
portion of our unfunded liability and an ongoing process by which the County can
share in the benefit of LACERA’s excess earnings. Although an agreement has not
been concluded, $150.5 million of savings have been assumed in the Proposed
Budget and used to restore essential services.
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- Local Revenue Authority -- While we will aggressively pursue additional, meaningful
revenue authority in the Legislature, the Proposed Budget does not assume increased
taxes or new revenue authority, either for the General Fund or the Public Library. It
does assume continuation of the fire suppression benefit assessment and the flood
control assessment at the current level.

- Earthquake Relief -- State and Federal reimbursement of the County’s extraordinary
fire and earthquake-related costs, including the FEMA match, may provide limited,
new funding to address specific unmet needs. Pending State adoption of the
legislation, we have not included this in our estimates.

- "Three Strikes" -- We have not budgeted for any impact in the courts and public
safety departments from the recently enacted "three strikes" legislation, pending
additional experience. However, the heads of the various justice agencies all expect
a significant increase in workload which could overwhelm current resources.

- Federal SLIAG Funding -- The budget assumes that Congress will not adopt a
proposed amendment which would divert SLIAG funds away from California in order
to fund new education programs rather than reimburse prior year expenditures. This
could cost the County over $120 million, primarily in the Department of Health
Services.

As usual, the most serious risks are on the downside and are largely dependent on State
actions, most of which will not be known until the Legislature adjourns. As a result, the
Proposed Budget is a starting point for further discussion, public comment, and
deliberations until our financing picture comes into clearer focus.

MAJOR IMPACTS OF THE PROPOSED BUDGET

While total County spending will increase slightly in the Proposed Budget, the amount of
County discretionary funding is not sufficient to maintain the existing level of services.
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The following table compares the allocation of local discretionary funds in the 1993-94 and
proposed 1994-95 budgets:

ALLOCATION OF DISCRETIONARY FUNDS*
Percent of Total Comparison - Millions
1993-94 1994-95 1993-94 % | 1994-95 %
Fund Adj. Allow. | Proposed of Total of Total

Public Safety $1,130.5 $1,208.6 41 45
Courts and Justice 290.5 339.7 11 12
Health and Mental Health 467.0 453.9 17 17
Social Services 545.0 466.9 20 17
General Government 296.6 246.2 11 9
Total $2,729.6 $2,715.3 100 100

* Includes public safety sales tax and excludes reserves.

The County’s commitment to public safety, despite declining resources, is evident. Under
existing State mandates, matching requirements, and maintenance of effort, large portions
of the County’s "discretionary" budget (e.g., Courts and Justice, Health and Mental Health
Services, and welfare grants) are essentially off limits to cuts. As a result, other areas,
especially General Government (e.g., property tax administration, recreation and culture)
Social Services administration, and the Probation function of Public Safety, bear a
disproportionate burden in closing the budget gap.

Public Safety

-- Sheriff $(-60.4) Million - The Proposed Budget increases the net County cost available
to the Sheriff by $50.0 million and also allocates an additional $6.2 million from the
public safety sales tax. Budgeted positions are increased by 969, which largely
reflects the transfer of 869 staff from the former Marshal’s Department. Because we
have been unable to fully fund increased costs in the department for salaries,
employee benefits, new facilities, and ongoing operations, a $60.4 million curtailment
will still be necessary. The Sheriff, as an elected County officer, will determine how
his resources are allocated and the resulting impact on services. However, we
believe that a substantial portion of the curtailment can be achieved through a
combination of reductions that need not affect service or staffing levels and through
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increased revenues from parking citations, booking fees, and use of special funds to
offset operational costs. The reductions could include reduction in supplies and
deferral of fixed asset purchases and vehicle replacement. The Proposed Budget
provides for the opening of the Lynwood Justice Center and the Twin Towers
Correctional Facility through the transfer of sworn staff and operational costs from an
existing jail facility. This results in a net reduction of 1,346 jail beds. The budget also
reflects the consolidation of court bailiff services formerly provided by the Marshal,
and the inclusion of the Sheriff’s portion of the Public Safety Augmentation Fund
(which would cease to be a separate budgeted fund).

District Attorney $(-4.0) Million - Pursuant to the Board’s action of April 12, 1994,
funding for the District Attorney will be essentially the same as the estimated actual
expenditures for 1993-94, plus the department’s share of any growth in the public
safety sales tax revenue. Increased salaries and employee benefits costs will cause
a $4 million shortfall and the elimination of 54 positions that can be achieved through
attrition.

Probation $(-39.8) Million - The recommendations reflect a significant curtailment of
$39.8 million and 588.3 positions. This will result in increased caseloads and banking
of one-half of the specialized cases. In addition, the budget requires reductions in
investigations provided to the Superior Court and eliminates the 14-day Investigations
Program, the Municipal Court Investigations Program, the Work Furlough Program,
and the Long Beach and San Pedro Crime Suppression Programs. In addition, some
area offices may be closed.

Courts and Justice

Superior Court $(-5.0) Million - Due to fiscal constraints, the recommendations
reflect a $5 million reduction in the requirements of the Court which will necessitate
further belt-tightening to remain within the budget allowance. In addition, the
recommendations reflect the elimination of 343.5 vacant positions which have resulted
from the Court’s continued freeze on hiring over the past several years.

Health and Mental Health

Health - No reduction in services is anticipated. However, that outcome is contingent
on State approval of our SB 910 claims and continuation of last year’s relief from the
Tobacco Tax MOE. Savings of $8.1 million are anticipated from the elimination of 120
administrative positions. In addition, recommendations provide for the closure of
seven small, inefficient neighborhood health centers with the transfer of services to
other nearby health facilities. While there will be no reductions in services, closure of
the facilities will require Beilenson hearings.
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Mental Health $(-1.9) Million - The County’s maintenance of effort requirement is
funded and the current level of service is essentially maintained. However, a
State-mandated cost of living adjustment for the Institution for Mental Disease (IMD)
programs will result in a $1.9 million reduction in contract IMD services (62 beds).

Social Services

Children’s Services $(-11.9) Million - The Children’s Services Assistance budget fully
funds projected growth, and MaclLaren Children’s Center is maintained at current
capacity and service levels. In addition, there is an increase in the Family
Preservation program of approximately 27 positions, offset by revenues. However,
an $11.9 million curtailment in Administration is projected because the County cannot
afford the local match needed to maximize State and Federal revenue. This will
impact 52 positions in child welfare and eligibility services, S positions in adoption
services, and training contracts with local colleges.

Public Social Services $(-5.3) Million - A 29 percent decrease in General Relief costs
is projected due to caseload declines. However, the need to reduce net County cost
by $5.3 million will require reductions in the Public Social Services administrative
budget, including 101 budgeted positions through attrition. In a department that is
already understaffed, casework will be negatively impacted and over $117 million in
State and Federal match monies will not be maximized. Three new General Relief
pilot programs to promote self-sufficiency will be implemented, and quality control and
fraud prosecution will be strengthened.

General Government - Recreation and Culture

Beaches and Harbors $(-4.7) Million - The curtailment will necessitate the withdrawal
of County lifeguard and maintenance services at State beaches (effective July 1,
1994), elimination of three 24-hour call cars, and an overall reduction in the
department’s emergency response capability. An estimated 53.7 budgeted positions
will be eliminated. The May 5 hearing on lifeguard services may affect this
recommendation.

Museum of Natural History $(-2.4) Million - The curtailments will drastically impact the
Museum’s operations and staffing. Education, research, and outreach activities would
be suspended. Exposition Park and the Page facilities would be open only on
weekends and existing staff would be reduced 64 percent. It is hoped that private
fund-raising can alleviate the impact.
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Parks and Recreation $(-6.8) Million - The curtailment will necessitate the closure of
37 local parks and 8 swimming pools, severely reducing the availability of no and low
cost recreation for children. An estimated 101.2 positions will be eliminated.

Public Library - The Proposed Budget reflects the delayed impact of the Library
District’s loss of 50 percent of its revenue base (by approximately $30 million) as a
result of last year’s property tax shift to schools, and the Governor’s subsequent veto
of benefit assessment authority. As a result, library services will be severely curtailed
with the temporary closure of an estimated 51 of 87 library facilities, pending efforts
to secure stable funding from the Legislature. A reduction of 211 positions is
anticipated.

General Government - Administration

Assessor $(-21.5) Million - The curtailment will result in a 27 percent reduction in
budgeted positions (419 positions). This willimpact the timeliness of property related
services and may reduce 1994-85 property tax revenue for all taxing entities in the
County by $100 million.

Auditor-Controller $(-3.1) Million - The recommended curtailment and reduction of
22.9 positions will eliminate most departmental audits, resulting in deterioration of
internal and fiscal controls and lost opportunities to identify potential efficiencies and
savings in departments.

Regional Planning $(-1.4) Million - By shifting activities and staffing to revenue offset
special projects such as congestion management and transit planning, major
cutbacks have been avoided. However, all countywide planning, including the
General Plan Revision Program, will be eliminated and all field offices will be closed.

Treasurer and Tax Collector $(-3.0) Million - The curtailment and a reduction of 52.7
positions will erode taxpayer services, require discontinuation of business license
enforcement, and possibly delay investment of treasury pool assets.

Capital Projects/Refurbishments

Cash Financed Projects - Departmental projects financed through local property taxes
are limited to $1.4 million, and represent carryover projects only. This effectively
eliminates all funding for code violations, health and safety corrections, security
measures, deferred maintenance, and other critical projects. We continue to
recommend the future dedication of one-time resources to these important
investments.
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-- Health Facilities Construction Program - The budget contains only the amount of
follow-on BANS financing necessary to comply with all State requirements for SB 1732
approval. In order to minimize future debt risk to the Department of Health Services,
the plan is being reevaluated to identify which projects are most critical to the
department’s future mission and to determine whether the funding assumptions for
those projects are still realistic. We will report to the Board in June, before budget
deliberations, on the outcome of this evaluation.

-- Courthouse Construction Program - Due to declining revenue in the two funds which
finance this program, the 1994-95 Proposed Budget reflects a revised Master
Courthouse Construction Plan (MCCP) approved by the Board on January 11, 1994.
All but two projects are deferred for the foreseeable future to bring program
expenditures in line with available revenue. The recent consolidation of many courts
in the County, including the administrative consolidation of the Los Angeles Superior
and Municipal Courts, may result in modified courthouse needs. The revised MCCP
provides an excellent opportunity for the County and the Courts to reevaluate the
deferred projects and develop plans based on new priorities.

-- Custody and Law Enforcement - Construction of the Lynwood Regional Justice Center
(including 1,014 rated detention beds, a Sheriff station, and three arraignment courts)
is expected to be completed in mid-1994. Construction continues on the Twin Towers
Correctional Facility which will provide 2,216 rated beds upon completion in late 1994.
State grant funds from Propositions 52 (1986) and 86 (1988) will offset approximately
70 percent of the $587.4 million total cost of these two projects. Development of two
Sheriff stations (Lancaster and Palmdale) is underway to address expanded services
to contract cities, unincorporated areas, overcrowding, and deterioration of existing
facilities. Finally, construction of the 160-bed addition to the San Fernando Valley
Juvenile Hall is scheduled to start by July 1994 and finish by December 1995. State
grant funds from Proposition 86 will provide 75 percent of the $21.9 million total
project cost.

IMPACT ON STAFFING

The Proposed Budget includes a reduction of 2,127.8 budgeted positions, as summarized
on pages 7.31 through 7.32 and detailed in the departmental budget sections. In general,
staffing has been reduced in those areas of the budget where the Board has the most
discretion (i.e., General Government, Social Services administration, and the Probation
function of Public Safety).
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While departments will attempt to lessen the impact on employees, not all of the
reductions may be achievable by attrition. It is currently estimated that implementation
of these recommendations will require approximately 1,100 layoffs. However, this
estimate is likely to be reduced as departments find additional ways to mitigate the impact
on employees.

POTENTIAL FISCAL RELIEF

To mitigate the impact of the Proposed Budget, we have identified a number of potential
revenue possibilities that are discussed at length in the April 28, 1994 "Status Report on
Revenue Generating Ideas":

« Maximizing SB 910 Medi-Cal (up to $438.9 million).

+ Legislation to recover a portion of the SB 910 windfall to schools.

- Maximizing Title IV-A/Emergency Assistance ($25 million plus annually).

- Legislation clarifying the County’s levying of a one-quarter to one-half cent sales tax
($192 million to $385 million annually).

« Legislation authorizing a countywide tipplers’ tax (up to $35 million annually per one
percent of gross sales on site). | have requested the support of cities in this effort.

+ Legislation authorizing a benefit assessment for libraries.
+ Increasing the utility users tax ($6.6 million annually per one percent).
« Expanding the business license tax ($10 million to $15 million annually).

Only the last two items can be implemented by your Board without first securing State
and Federal approval.

FUND BALANCE ESTIMATE

The Proposed Budget assumes a final 1993-94 fund balance of $174.1 million which will
be carried over and used to finance 1994-95 requirements.

The assumed final fund balance of $174.1 million is $51.6 million higher than departmental
estimates, to date, would indicate. However, we believe this level is achievable based on
past experience. This increased amount has been used to finance the General Fund
share of the cost of 1993-34 overtime and salary deferrals that the Auditor-Controller






Honorable Board of Supervisors
May 17, 1994
Page 12

advises are a liability for 1994-95, pursuant to Generally Accepted Accounting Principles
(GAAP).

Should final fund balance be less than estimated, our intent would be to reduce this
appropriation correspondingly and to work with departments and the Auditor to identify
alternative funding during 1994-95. Should final fund balance exceed our estimates, the
excess would be available to your Board following the closing of the books in August.

BUDGET POLICY IMPLICATIONS

On January 24, 1994, your Board adopted a number of long-range budget policies which
were aimed at improving the County’s fiscal stability but which also recognized the
difficulty of achieving them in a single fiscal year. Given the size of the budget shortfall,
the lack of discretionary revenue growth, and legal and political considerations requiring
maintenance of services in major areas of the budget, the recommendations in the
Proposed Budget deviate from those policy objectives.

For example, the budget does not include a downpayment on a two percent reserve for
budgetary uncertainties. It also relies on the use of approximately $230 million in one-time
revenues to fund ongoing operations. The bulk of these one-time revenues, $159 million,
is needed to maintain services in the Department of Health Services and to fund the MOE
for the Department of Mental Health pursuant to State law. In addition, the absence of
other real revenue alternatives has required us to assume extension of the existing
legislative relief from the Proposition 99 MOE and to utilize $129.6 million in problematic
SB 910 outpatient revenues in the Department of Health Services. There would be less
risk in making these assumptions if we were beginning to build a reserve to fall back on
if our assumptions prove unrealistic.

To the extent that the County is fortunate in realizing excess fund balance, | recommend
that your Board use it in accordance with your policies for improved fiscal stability, in
particular for:

-- Transitioning to a two percent Reserve for Economic Uncertainties by augmenting the
Funded Interest Reserve Pledge designation; and

-- Funding one-time costs such as capital outlays, deferred maintenance, equipment
acquisition, and contingent liabilities.

Also, to the extent that we are able to identify more secure financing by final changes, the
Board should consider utilizing it to replace less secure financing in the Proposed Budget.






Honorable Board of Supervisors
May 17, 1994
Page 13

BUDGET IMPLEMENTATION

While a number of budget issues are unresolved, for most departments the Proposed
Budget may well represent the best case. Therefore, | urge your Board to permit
departments to plan for the implementation of as many of the budget reductions as
possible, immediately upon conclusion of budget deliberations in July.

Accordingly, departmental budget implementation and work force reduction plans will be
submitted to your Board by memoranda on a flow basis advising of our intention to
proceed unless otherwise directed. The budget implementation plans will detail timing,
notice, and operational issues related to service reductions. Work force reduction plans
will address employee impact, including the impact on affirmative action goals and
availability of essential special skills. The Office of Human Resources will assist
departments in handling the reductions in the most humane manner and will coordinate
reemployment lists and placement alternatives for persons impacted.

PUBLIC SAFETY FUND - 1993-94 BUDGET ADJUSTMENT

Included on pages 7.42 and 7.43 of Volume Il is a recommended 1993-84 budget
adjustment. This action changes the 1993-94 Adjusted Allowances for the Sheriff and
District Attorney by transferring into the General Fund the public safety sales tax revenue
and appropriation for these two departments that are currently budgeted in a separate
section of the County Budget called the Public Safety Augmentation Fund (PSAF). This
action has no fiscal or programmatic impact but will more accurately identify the total
resources available to these two departments.

BUDGET TIMETABLE

The approved schedule for budget hearings and budget deliberations is as follows:

Approved
Board Action Date
Adopt Proposed Budget; order printing, notice
and distribution; and schedule hearings. May 17
Commence public budget hearings and
Beilenson Hearings. June 1

Commence final budget deliberations, and adopt
final budget upon conclusion. July 11
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Prior to your deliberations on the final budget for 1994-95, we will be filing supplemental
reports, including: updates on 1994-95 State and Federal budget legislation and the
impact on the Proposed Budget; final revisions reflecting our latest estimates of
requirements and available funds; issues raised in public hearings or written testimony;
and reports as required on specific matters with potential fiscal impact, especially as
regards to departmental policy issues and disagreements with the budget
recommendations.

APPROVAL OF PROPOSED BUDGET

The matter before your Board is adoption of the Proposed Budget in order to make it
available for consideration by the public at least ten days prior to the commencement of
budget hearings. Adjustments to the budget, including revisions necessary to reflect your
Board’s funding priorities and State and Federal budget actions, can be made during
budget deliberations.

Recommendations are also submitted to establish annual borrowing limits pursuant to
established Board policy and adoption of an ordinance updating the Los Angeles County
Code relative to position and salary changes reflected in the Proposed Budget.

THEREFORE, IT IS RECOMMENDED THAT YOUR BOARD:

1. Order such revisions, additions, and changes to the Chief Administrative Officer’s
budget recommendations as you deem necessary and approve the revised
figures as the Proposed Budget for 1994-35; instruct the Auditor-Controller to
have the necessary copies printed; order the publication of the necessary notices
and set June 1, 1994 as the date on which public hearings will begin;

2. Authorize bond anticipation notes for the capital projects indicated in the
Proposed Budget and reaffirm your approval of the debt policies and guidelines
as outlined in the debt management section, which represent no change from the
standards established by the Board on July 3, 1990;

3. Approve the enclosed 1993-94 budget adjustment relating to the Public Safety
Augmentation Fund;

4. Approve the ordinance amending the Los Angeles County Code relative to
positions and salary recommendations contained in the 1994-95 Proposed
Budget, which has been approved as to form by County Counsel,

5. Approve the Municipal and Superior Court classification and pay changes included
within the budget summary schedules; and
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6. Find that a specific need exists to continue the Fire Suppression Benefit
Assessment at its existing amount, and that continuing the Fire Suppression
Benefit Assessment at its current level is necessary to address service deficiencies
that will have a serious adverse effect on public safety; levy the benefit
assessment for the Consolidated Fire Protection District of the County of
Los Angeles at its existing amount ranging from $3.41 to $3,073.77 on improved
parcels.

Respectfully submitted,

LY R, RE
Chief Administrative Officer
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PROPOSED BUDGET

Financial Summary 1994-95
GENERAL AND SPECIAL COUNTY FUNDS AND DISTRICTS

(in Millions of Dollars)

1993-94 1994-95
ADJUSTED PROPOSED PERCENT
ALLOWANCE  BUDGET CHANGE = CHANGE

GENERAL COUNTY $11,8553  $117489  §(-1064)  (-0.9)%
SPECIAL FUNDS 609.3 533.8 (-755)  (-12.4)%
SPECIAL DISTRICTS 1,030.0 1,172.6 142.6 13.9%
OTHER PROPRIETARY FUNDS  470.4 498.1 27.7 5.9%
OTHER FUNDS 236.5 257.9 21.4 9.1%
TOTAL $14,201.5 $14211.3 § 9.8 0.1%

The 1994-95 Proposed Budget totals $14.2 billion, an increase of $9.8 million or less than 1 percent over the 1993-94
Adjusted Allowance. The budget presented in this document represents a balanced plan, devoting limited resources
to the highest priority programs while attempting to maintain basic services. These programs cover a wide range of
functions, from road and flood maintenance, to ensuring the safety of County residents, to providing access to a
variety of recreational and cultural opportunities. The proposals for 1994-95 are subject to public hearings,
scheduled for June 1994, and adoption by the Board of Supervisors, anticipated in July 1994. Program changes are
detailed by department and/or funds within the 1994-95 Proposed Budget.

TOTAL COUNTY TOTAL COUNTY
REQUIREMENTS: $14.2 Billion RESOURCES: $14.2 Billion

28% Property Taxes 12%

32% State Assistance 33%

17% Other 32%

6% D Federal Assistance 23%
[ |special Districts/Funds 17%






PROPOSED BUDGET

Financial Summary 1994-95

GENERAL COUNTY
(in Millions of Dollars)
1993-94 1994-95

ADJUSTED PROPOSED PERCENT

ALLOWANCE BUDGET CHANGE CHANGE

GENERAL FUND $ 9167.8 $ 91177 $ (-50.1)  (-0.5)%
HOSPITAL ENTERPRISE FUNDS 2,649.7 2,596.4 (-53.3) (-2.0)%
DEBT SERVICE FUNDS 37.8 34.8 (3.0)  (-7.9%
TOTAL $11,855.3 $11,748.9 $(-106.4) (-0.9)%

The proposed 1994-95 appropriation for general County operations is $11.7 billion, a decrease of $106.4 million or
1 percent less than the 1993-94 Adjusted Allowance. General County funds provide for a multitude of services to
individuals and communities within the County of Los Angeles. These services include: 1) an efficient Sheriff's law
enforcement system; 2) comprehensive court and justice-related services; 3) extensive regulatory services to ensure
public and environmental protection; 4) various health, welfare, and social services; 5) diverse recreational and
cultural programs; and 6) essential general government services. Changes in total expenditures primarily reflect the
level of Federal and State subventions and a decline in the County's share of property tax revenues due to a
depressed economy. Available funds are allocated to meet the highest program priorities as well as State mandates.
Program changes are detailed by department within the Budget Summaries section of this document. Debt Service

changes are detailed in Volume II.

GENERAL COUNTY
EXPENDITURES: $11.7 Billion
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BUDGETED POSITIONS

BY MAJOR FUNCTIONAL GROUP
TOTAL BUDGETED POSITIONS: 84,373.8

NUMBER OF POSITIONS
35,000 [
29,960.2
30,000
24,848.7
25,000
20,000
15,000
10,000
5,000
Health Justice Welfare/ General Special Funds,
Social Government  Districts, and
MAJOR FUNCTIONAL GROUP Services Other Proprietary

The 1994-95 Proposed Budget provides funding for 84,373.8 budgeted full-time equivalent positions, which
represents a reduction of 2,127.8 positions over the previous year level of 86,501.6. As depicted in the chart,
65 percent of the budgeted positions in the County are in the health and justice functional groups. This is
because a significant portion of health and justice activities, such as hospital operations, law enforcement,
custody, and detention, requires 24-hour coverage.

The overall reduction in budgeted positions is reflective of curtailments resulting primarily from the County's
shrinking local revenue base. The major position reductions are as follows: Probation 588; Assessor 419;
Superior Court 344; Public Library 211; Internal Services 139; Parks and Recreation 101; Public Social
Services 101; Beaches and Harbors 54; and Museum of Natural History 50. Detailed information regarding the
impact of position reductions is provided in departmental budget summaries.






DETENTION POPULATION

SHERIFF INMATE POPULATION

The Sheriff's inmate population, including pre-
sentenced and sentenced prisoners, is held in
nine custody facilities located at Central Jail, Sybil
Brand Institute, Peter J. Pitchess Honor Rancho,
and Biscailuz Center. In 1994-95, sworn staff
and operational cost will be transferred from an
existing facility to open the Lynwood Justice
Center and the Twin Towers Central Jail Expan-
sion Project, resulting in a net reduction of 1,346
jail beds.

The projected inmate populations reflect court-
ordered maximum capacity, maintained through
an early release program instituted in May, 1988.

PROBATION JUVENILE HALLS/
CAMPS POPULATION

The Juvenile Hall population is comprised of
minors ranging in age from eight to eighteen
who are awaiting adjudication and disposition of
legal matters in three separate facilities.

The camps provide treatment, care, custody,
and training for the rehabilitation of delinquent
minors placed in these facilities as wards of the
Juvenile Court for an average period of 23.5
weeks.

INMATE POPULATION
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PUBLIC ASSISTANCE

AID TO FAMILIES WITH
DEPENDENT CHILDREN

Aid to Families with Dependent Children (AFDC)
is authorized under Title IV of the Social Security
Act. The State mandates that counties admin-
ister this program under Division 9, Part 3,
Chapter 2 of the Welfare and Institutions Code.
The purpose of AFDC is to provide financial sup-
port to families with children who are unable to
provide their own support due to the unemploy-
ment, death or disability of a parent. This chart
reflects the average number of persons aided
each month by fiscal year.

INDIGENT AID

Indigent Aid is a State-mandated program ad-
ministered by counties, defined by Section
17000 of the Welfare and Institutions Code. The
Indigent Aid Program provides financial assis-
tance to indigents who are ineligible for other
State and Federal assistance programs. This
program also provides emergency assistance to
individuals and families in temporary need. This
chart reflects the average number of persons
aided each month by fiscal year.
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HEALTH SERVICES

LEAD POISONING CASES (Children)

There has been a steady increase in the number
of children identified with lead poisoning levels
over 20 ug/dl, when intervention must take
place. The Department of Health Services has
been coordinating with the Department of Child-
ren's Services, Department of Public Social
Services and the Probation Department to en-
sure that children under County supervision re-
ceive lead screening and necessary follow-ups.

AIDS CASES

The total number of AIDS cases, as defined by
the Centers for Disease Control and Prevention
(CDC), are counted in the fiscal year of diagno-
sis. The number of cases increased significantly
in 1993 because of the CDC revised classifica-
tion system that was implemented beginning in
January 1993. Due to delays in reporting of
AIDS cases by physicians, the exact number per
year in Los Angeles County must be updated
annually. Approximately 64% of the cummulative
total through December 1993 are deceased.
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CHILDREN'S SERVICES

MACLAREN CHILDREN'S CENTER

Average Daily Population NURSERY COTTAGES
The total daily population at MacLaren AVERAGE DAILY POPULATION AVERAGE DAILY POPULATION
Children's Center is comprised of child- 20 200 183 183

ren ages 0-4 who reside in the nursery,
and children 5-18 who reside in cot-
tage units.
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MAJOR CASELOADS
CHILD WELFARE SERVICES ADOPTIONS
These caseloads reflect the major work-
load of the department: CASES IN THOUSANDS CASES IN THOUSANDS
800 5
Child Welfare Service caseloads reflect
mandated emergency response, family 700
maintenance and reunification, and per- 4
manent placement services. 600
The adoption caseloads represent the 500 .
number of adoptive services completed
for foster-care children, natural parents, 400
stepparents, and applicants seeking in-
dependent adoptions. 300 .
200
1
100
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READER’S GUIDE TO UNDERSTANDING THE BUDGET

The Proposed Budget and the Proposed Budget Capital Projects/Refurbishments Addendum make up the proposed
financial and operational plan for the County of Los Angeles for fiscal year 1994-95, which begins July 1, 1994 and
ends June 30, 1995. The following general outline is designed to assist the reader in understanding the information
presented in each document.

THE GOVERNING BODY

The County of Los Angeles, a political subdivision of the State of California, is governed by a five-member, elected
Board of Supervisors which has legislative and executive authority.

FINANCIAL STRUCTURE AND OPERATIONS

To secure uniform accounting standards among California’s 58 counties, the State Controller provides administrative
directives and recommends practices and procedures relating to the form and content of the annual County Budget.
In accordance with State direction, the County of Los Angeles uses a modified accrual basis of accounting and
organizes and operates that system on a fund basis. Funds are separate legal or fiscal entities by which resources
are allocated and controlled. The budget of the County of Los Angeles has seven major types of funds:

.  General Fund

The General Fund is the principal fund in the County Budget and is used to finance most governmental
operations which are general in purpose and not accounted for in another fund.

II.  Enterprise Fund

Enterprise Funds are used to account for operations of governmental units where the users of the services
include the general public, and the costs of providing the services are financed primarily by user charges,
similar to a private business. An example of this type of fund is the County’s Hospital Enterprise Fund.

Ill. Internal Service Fund

Internal Service Funds are used to account for financing goods and services provided by one department
to another department, or by a department to another governmental unit, on a cost-reimbursement basis.
An example of this type of fund is the County’s Public Works Internal Service Fund.

IV. Debt Service Fund

Debt Service Funds are used to account for the accumulation of resources and to make payments of

principal and interest on long-term debt. An example of this type of fund is the County’s Detention Facilities
Debt Service Fund.

V. Special Fund

Special Funds are used to account for the proceeds of revenue sources that must be spent for specific
purposes. Two of the many Special Funds included in the County Budget are the Child Abuse/Neglect
Prevention Program Fund and the Sheriff Processing Fee Fund.






Reader’s Guide to Understanding the Budget (cont.)

VI.  Special District

Funded by specific taxes and assessments, Special Districts are separate legal entities providing public
improvements and services which benefit targeted properties and residents. Examples of Special Districts
included in the County Budget are the Garbage Disposal Districts and the Sewer Maintenance Districts.

VIl.  Other Funds

Included in the category of Other Funds are the Community Development Commission and the Housing
Authority, which are under the control of the Board of Supervisors but are separate legal entities.

TRANSMITTAL LETTER

The transmittal letter provides an overview of the financial status of the County by describing key priorities developed
by the Board of Supervisors and the policies and actions necessary to achieve them. The transmittal letter presents
a definite plan of action for the future based upon budgetary assumptions and financing resources and makes
forecasts about future issues which the Board may need to address.

BUDGET SUMMARIES

The Budget Summaries section of the Proposed Budget provides detailed information about each operating budget.
This information includes the mission of each department, a brief discussion on the 1994-85 recommended budget,

workload statistics, a display of departmental appropriation by program by object (and in some cases by subobjects),
and a discussion of proposed program changes.

BUDGET SUMMARIES DETAIL

The Budget Summaries Detail section of the Proposed Budget displays appropriation by budget unit by object (and
in some cases subobject) and provides the Auditor-Controller with budgetary control over expenditures and future
financial commitments during the fiscal year. This section is separated into six subsections: General Fund and

Hospital Enterprise Fund, Debt Service Funds, Special Funds, Special Districts, Other Proprietary Funds, and Other
Funds.

BUDGET SUMMARY SCHEDULES

These schedules provide summary and detailed information on financing requirements and uses, available financing,
and ordinanced/budgeted positions.

AUDITOR-CONTROLLER SCHEDULES

These schedules provide summary and detailed Countywide financing and use information necessary to meet
mandated State Controller requirements.

CAPITAL PROJECTS/REFURBISHMENTS ADDENDUM

The Capital Projects/Refurbishments Addendum provides summary information about capital improvement and
refurbishment projects. Funds for these projects are appropriated in a Capital Projects/Refurbishments budget as
Fixed Assets-Land and Fixed Assets-Buildings and Improvements. In addition, the County of Los Angeles uses Joint
Powers Authorities (JPAs) and Nonprofit Corporations (NPCs) to finance various capital projects. JPAs and NPCs,
entities authorized by the California Government Code and Corporations Code respectively, are empowered to act
on behalf of governmental jurisdictions to acquire or construct capital assets using long-term financing. The County
repays the financing by making lease payments to the JPAs/NPCs and then takes title of the asset when the debt
instruments are paid off. Capital projects funded through JPAs/NPCs are displayed in the Proposed Bond-Financed
Capital Projects section of the Capital Projects/ Refurbishments Addendum.
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THE BUDGET PROCESS

Assess Public Wants
and Needs

Year-round

Determine Resources
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