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SUBJECT: 2007-2008 COUNTY’S SINGLE AUDIT REPORT

Attached is the County’s Single Audit Report (Report) for fiscal year 2007-2008. The
audit was performed by the independent accounting firm Macias Gini & O’'Connell LLP,
Federal law requires the County to have an annual audit of all expenditures that were
funded by federal assistance received by the County. This year, the audit covered
expenditures of approximately $3.458 billion.

The Report identifies a number of areas with internal control weaknesses and where
County departments are not in compliance with federal assistance requirements.
County departments are in general agreement with the auditors’ findings and have
taken, or will take, corrective action. The statuses of prior year audit findings are also
included in the Report. In most cases the prior year recommendations have been
implemented or are in-progress.

To comply with federal reporting requirements, we submit this Report to the State
Controller and federal clearinghouse agency. It is subject to further review and follow-
up action by the State Controller and/or federal agencies that provided the funding to
the County.
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If you have any questions, please contact me, or your staff may contact Connie Yee at
(213) 974-8321. '

WLW:JN:CY:RA:;jm
H:\Financial Reporting\GRANTS\2007-2008\FINALS\Cormrespondence\Transmittal to Brd 07-08.do¢

Attachment

c: William T Fujioka, Chief Executive Officer
Sachi A. Hamai, Executive Officer of the Board of Supervisors
Audit Committee _
Public Information Office
Affected Depariment Heads
Departmental Grant Coordinators




COUNTY OF LOS ANGELES

INDEPENDENT AUDITOR’S REPORT,
MANAGEMENT’S DISCUSSION AND ANALYSIS,
BASIC FINANCIAL STATEMENTS, REQUIRED
SUPPLEMENTARY INFORMATION, SCHEDULE
OF EXPENDITURES OF FEDERAL
AWARDS AND SINGLE AUDIT REPORTS

FOR THE YEAR ENDED JUNE 30, 2008



COUNTY OF LOS ANGELES
BASIC FINANCIAL STATEMENTS AND SINGLE AUDIT REPORTS
FOR THE YEAR ENDED JUNE 30, 2008

Table of Contents Page
Talol=T oTcT g o =T oL AN o [} (o] gkl == o] o SO PSRRI 1
Management’s Discussion and Analysis (Required Supplementary Information - Unaudited)................ 3

Basic Financial Statements:
Government-wide Financial Statements:

) P L AL 0 B N L A N £ 23
) PN L] AL 0 I AXoa (A Z LT 24
Fund Financial Statements:

Balance Sheet — Governmental FUNGAS...........oiieeiiii e e e 26
Reconciliation of the Balance Sheet of Governmental Funds to the

] P L] AL 0 B N [ A XY= £ 28
Statement of Revenues, Expenditures, and Changes in Fund Balances —

GOVEINMENTAI FUNAS. ... oo e e e e e e e e e e e e e b e e eeaaas 30
Reconciliation of the Statement of Revenues, Expenditures and Changes in

Fund Balances of Governmental Funds to the Statement of Activities............cccccevvinnnenn. 32

Statements of Revenues, Expenditures, and Changes in Fund Balance-
Budget and Actual on Budgetary Basis:

GENETAI FUNG......iiiiiie ittt e e e 33
Fire ProteCtion DISTICT..........vviiieii it 34
[ 0o To I @0 g o] I 1S i ¢ ! PR 35
0] o] [Tol o] =1 PSP PPPPN 36
Regional Park and Open SPace DiStIICL. ..........ocuueiiiiiiiiieeeiiiieee e 37
Statement of Net Assets — Proprietary FUNGS...........ooooiiiiiiiiiiiieee e 38
Statement of Revenues, Expenses, and Changes in Fund Net Assets —
ProPrietary FUNGS. ... .ottt e sttt e e s sbb e e e e e annnnee s 40
Statement of Cash Flows — Proprietary FUNGS.............uuiiiiiiiiiiiiiiiie e 42
Statement of Fiduciary Net Assets — Fiduciary FUNAS..............oeeiiiiiiiiieeeeee e 46
Statement of Changes in Fiduciary Net Assets — Fiduciary Funds...........cccccceveeeeeenniiiiccinnnne, 47
Notes to the Basic Financial STatemMEeNTS..........ccvviiiiieiiii e 48
Required Supplementary Information — Unaudited:
Schedule of Funding Progress — Pension Plan............coiiiiiiiiiiiii e 102
Schedule of Funding Progress — Other Post Employment Benefits............cccccviveeiieee e, 103
Single Audit:
Schedule of Expenditures of Federal AWAIAS. ...........oocviiiiiiiiiiee e 105
Notes to the Schedule of Expenditures of Federal AWards............cccceeviiiieee e 114

Independent Auditor’s Report on Internal Control Over Financial Reporting
and on Compliance and Other Matters Based on an Audit of Financial
Statements Performed in Accordance with Government Auditing Standards............ccccceeveeennn. 119
Independent Auditor’'s Report on Compliance with Requirements
Applicable to Each Major Program and on Internal Control Over
Compliance in Accordance with OMB Circular A-133.........coiiiiiiiiiiiiiiiee e 121
Schedule of Findings and QUESHIONEA COSES.........coiiuriiiiiiiiiiiie et 123
Status Of Prior YEAI'S FINAINGS. ......uueiiiiiiiiiiie ettt e e s s bbb e ennb e e e e annneas 143



515 S. Figueroa Street, Suite 325
Los Angeles, CA 90071
213.286.6400

MACIAS GINI & O'CONNELL w»

Certified Public Accountants & Management Consultants

INDEPENDENT AUDITOR’S REPORT

The Honorable Board of Supervisors
County of Los Angeles, California

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, the discretely presented component unit, each major fund, and the aggregate remaining fund
information of the County of Los Angeles, California (County), as of and for the year ended June 30,
2008, which collectively comprise the County’s basic financial statements as listed in the table of
contents. These financial statements are the responsibility of the County’s management. Our
responsibility is to express opinions on these financial statements based on our audit. We did not audit
the financial statements of the Community Development Commission (CDC) and the Los Angeles County
Employees Retirement Association (LACERA), which represent the following percentages of the assets,
net assets or fund balances, and revenues/additions of the following opinion units:

Net assets or Revenues/

Opinion Unit Assets fund balance Additions
Governmental Activities 1% 2% 1%
Business-type Activities 4% 7% 11%
Aggregate Remaining Fund Information 70% 71% 1%

Those financial statements were audited by other auditors whose reports thereon have been furnished to
us, and our opinions, insofar as they relate to the amounts included for CDC and LACERA, are based
solely on the reports of other auditors.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards
issued by the Comptroller General of the United States. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the financial statements are free of
material misstatement. An audit includes consideration of internal control over financial reporting as a
basis for designing audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the County’s internal control over financial reporting.
Accordingly, we express no such opinion. An audit also includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements, assessing the accounting principles
used and significant estimates made by management, as well as evaluating the overall financial
statement presentation. We believe that our audit and the reports of other auditors provide a reasonable
basis for our opinions.

In our opinion, based on our audit and the reports of other auditors, the financial statements referred to
above present fairly, in all material respects, the respective financial position of the governmental
activities, the business-type activities, the discretely presented component unit, each major fund, and the
aggregate remaining fund information of the County, as of June 30, 2008, and the respective changes in
financial position and, where applicable, cash flows thereof and the respective budgetary comparison for
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the General Fund, the Fire Protection District, the Flood Control District, the Public Library, and the
Regional Park and Open Space District, for the year then ended in conformity with accounting principles
generally accepted in the United States of America.

As discussed in Note 2 to the basic financial statements, the County implemented the provisions of
Governmental Accounting Standards Board (GASB) Statement No. 45, Accounting and Financial
Reporting by Employers for Postemployment Benefits Other Than Pensions, and GASB Statement No.
50, Pension Disclosures — An Amendment of GASB Statements No. 25 and 27, for the year ended June
30, 2008. The provisions of GASB Statement No. 45 required the County to restate beginning fund
balances/net assets as of July 1, 2007, and is discussed in detail in Note 2 to the basic financial
statements.

In accordance with Government Auditing Standards, we have also issued our report dated December 15,
2008, on our consideration of the County’s internal control over financial reporting and our tests of its
compliance with certain provision of laws, regulations, contracts, and grant agreements and other
matters. The purpose of that report is to describe the scope of our testing of internal control over financial
reporting and compliance and the results of that testing, and not to provide an opinion on the internal
control over financial reporting or on compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Standards and should be considered in assessing the results of
our audit.

The management’s discussion and analysis on pages 3 through 21 and the schedules of funding
progress on pages 102 and 103 are not a required part of the basic financial statements but are
supplementary information required by accounting principles generally accepted in the United States of
America. We and the other auditors have applied certain limited procedures, which consisted principally
of inquiries of management regarding the methods of measurement and presentation of the required
supplementary information. However, we and the other auditors did not audit the information and express
no opinion on it.

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the County’s basic financial statements. The accompanying schedule of expenditures of federal
awards is presented for purposes of additional analysis as required by U.S. Office of Management and
Budget Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations, and is not a
required part of the basic financial statements. Such information has been subjected to the auditing
procedures applied in the audit of the basic financial statements and, in our opinion, is fairly stated in all
material respects in relation to the basic financial statements taken as a whole.

%'W' , (Joni ':/OW e
Certified Public Accountants

Los Angeles, California
December 15, 2008



COUNTY OF LOS ANGELES
MANAGEMENT’S DISCUSSION AND ANALYSIS

This section of the County’'s Comprehensive Annual Financial Report (CAFR) presents a
narrative overview and analysis of financial activities for the fiscal year ended June 30, 2008.
We recommend that this information be used in conjunction with additional information
contained in the letter of transmittal.

Financial Highlights

At the end of the current year, the net assets (total assets less total liabilities) of the County were
positive $17.313 billion. However, net assets are classified into three categories and the
unrestricted component is negative $773 million. See further discussion on page 7.

During the current year, the County’s net assets decreased by a total of $462 million. Net
assets related to governmental activities decreased by $314 million, while net assets related to
business-type activities decreased by $148 million. The County implemented Governmental
Accounting Standards Board Statement No. 45, “Accounting and Financial Reporting by
Employers for Postemployment Benefits Other Than Pensions” (GASB 45). GASB 45 had a
material effect on the County’s changes in net assets during the current year. See further
discussion on page 7.

At the end of the current year, the County’s General Fund reported a total fund balance of
$3.374 billion. The amount of unreserved fund balance was $2.777 billion. Of the unreserved
total, $1.153 billion was designated.

The County's capital asset balances were $17.525 billion at year-end and increased by
$267 million during the year.

During the current year, the County’s total long-term debt decreased by $191 million. Bond
maturities of $566 million exceeded the $375 million of newly issued and accreted long-term
debt.

Overview of the Basic Financial Statements

~ This discussion and analysis are intended to serve as an introduction to the County’'s basic
financial statements, which are comprised of the following three components:

e Government-wide financial statements
o Fund financial statements
e Notes to the basic financial statements

This report also includes other supplementary information in addition to the basic financial
statements.



COUNTY OF LOS ANGELES
MANAGEMENT’S DISCUSSION AND ANALYSIS-Continued

GOVERNMENT-WIDE FINANCIAL STATEMENTS

The government-wide financial statements are designed to provide readers with a broad
overview of the County’s finances, in a manner similar to a private-sector business.

The Statement of Net Assets presents information on all County assets and liabilities, with the
difference representing net assets. Over time, increases and decreases in net assets may
serve as an indicator of whether the financial position of the County is improving or
deteriorating.

The Statement of Activities presents information that indicates how the County's net assets
changed during the fiscal year. All changes in net assets are reported as soon as the underlying
events giving rise to the change occur, regardless of the timing of related cash flows. Therefore,
revenues and expenses are reported in these statements for some items that affect cash flows
in future periods. For example, property tax revenues have been recorded that have been
earned but not yet collected and workers’ compensation expenses have been accrued but not
yet paid.

The government-wide financial statements report the following different types of programs or
activities:

e Governmental Activities - The majority of County services are reported under this
category. Taxes and intergovernmental revenues are the major revenue sources that
fund these activities which include general government, public protection, public ways
and facilities, health and sanitation, public assistance, recreation, and cultural services.

¢ Business-type Activities - County services that are intended to recover costs through user
charges and fees are reported under this category. The County Hospitals, the
Waterworks Districts, the Aviation Fund, and housing programs operated by the
Community Development Commission, a blended component unit, are regarded as
business-type activities.

e Discretely Presented Component Unit - Component units are separate entities for which
the County is financially accountable. First 5 LA is the only component unit that is
discretely presented.

FUND FINANCIAL STATEMENTS

The fund financial statements contain information regarding major individual funds. A fund is a
fiscal and accounting entity with a balanced set of accounts. The County uses separate funds to
ensure compliance with fiscal and legal requirements.



COUNTY OF LOS ANGELES
MANAGEMENT’S DISCUSSION AND ANALYSIS-Continued

FUND FINANCIAL STATEMENTS-Continued

The County’s funds are classified into the following three categories:

Governmental Funds - These funds are used to account for essentially the same services
that were previously described as governmental activities above. However, the fund
financial statements focus on near-term inflows and outflows of spendable resources, as
well as on balances of spendable resources available at the end of the fiscal year. Such
information may be useful in evaluating the County’s near-term financing requirements.
Because the focus of governmental funds is narrower than that of the government-wide
financial statements, it is useful to compare the information presented for governmental
funds with similar information presented for governmental activities in the government-
wide financial statements. By doing so, readers may better understand the long-term
impact of the government’s near-term financing decisions. Both the governmental funds
balance sheet and the governmental funds statement of revenues, expenditures and
changes in fund balances provide a reconciliation to facilitate this comparison between
governmental funds and governmental activities. Governmental funds include the
General Fund, as well as Special Revenue Funds, Debt Service Funds, Capital Project
Funds, and Permanent Funds.

Proprietary Funds - These funds are used to account for functions that were classified as
“business type activities” in the government-wide financial statements. The County’s
Internal Service Funds are also reported within the proprietary fund section. The
County’s five Hospital Funds and Waterworks Funds are all considered major funds for
presentation purposes. The remaining proprietary funds are combined in a single
column, with individual fund details presented elsewhere in this report.

Fiduciary Funds - These funds are used to report assets held in a trustee or agency
capacity for others and cannot be used to support the County’s programs. The Pension
Trust Fund, the Investment Trust Funds, and Agency funds are reported in this fund
category, using the accrual basis of accounting.

NOTES TO THE BASIC FINANCIAL STATEMENTS

The notes to the basic financial statements provide additional information that is essential to a
full understanding of the data provided in the government-wide and the fund financial
statements.

REQUIRED SUPPLEMENTARY INFORMATION

In addition to the basic financial statements and accompanying notes, this report presents
certain required supplementary information concerning the County’s progress in funding its
obligation to provide pension benefits and other postemployment benefits to employees.



COUNTY OF LOS ANGELES

MANAGEMENT’S DISCUSSION AND ANALYSIS-Continued

Government-wide Financial Analysis

As noted earlier, net assets may serve over time as a useful indicator of a government'’s
financial position. In the case of the County, assets exceeded liabilities by $17.313 billion at the
close of the most recent fiscal year.

Summary of Net Assets

(in thousands)

As of June 30, 2008 and 2007

Govemnmental Business-type
Activities Activities Total
2008 2007 2008 2007 2008 2007
Current and other assets $ 8,052,812 $ 7,517,376 $ 994,087 $ 854,182 $ 9,046,899 $ 8,371,558
Capital assets 15,074,565 14,929,975 2,450,785 2,328,116 17,525,350 17,258,091
Total assets — 23127377 ___ 22447351 __ 3444872 __ 3,182,208  _26572249 __ 25629649
Current and other
liabilities 1,377,389 1,321,963 218,966 198,490 1,596,355 1,520,453
Long-term liabilities 6,179,573 5,684,764 1,483,193 1,247,234 7,662,766 6,931,998
Total liabilities 7,556,962 7,006,727 1,702,159 1,445,724 9,259,121 8,452,451
Net assets:
Invested in capital
assets, net of
related debt 13,913,070 14,192,494 2,259,617 2,190,999 16,172,687 16,383,493
Restricted net assets 1,605,763 1,443,083 307,985 186,266 1,913,748 1,629,349
Unrestricted net
assets (deficit) 51,582 (194,953) (824,889) (640,691) (773,307) (835,644)
Total net assets 15,570,415 15,440,624 1,742,713 1,736,574 17,313,128 17,177,198
Total liabilities
and net assets $ 23127377 § 22447351 $ 3444872 §$ 3182208  §$ 26572249 § 25,620,649
Significant changes in assets and liabilities included the following:
Current and Other Assets
Current and other assets increased for governmental activities by $535 million. The major
changes were associated with health and mental health services program receivables

($323 million) and other postemployment benefits (OPEB) related receivables ($120 million).
Various other changes comprised the remaining increase of $92 million. The County's newly
established managed care rate supplement provided increased receivables of $129 million.
Mental health program receivables (primarily from federal and State sources) grew by $106 and
Mental Health Services Act (Proposition 63) receivables increased by $88 million as certain
collections were received shortly after year-end in the current year. OPEB related receivables
were recognized in the current year for the first time in conjunction with implementing GASB 45,
as discussed in Note 2 to the basic financial statements.



COUNTY OF LOS ANGELES
MANAGEMENT’S DISCUSSION AND ANALYSIS-Continued

Long-Term Liabilities

Long-term liabilities increased by $495 million for governmental activities and by $236 million for
business-type activities. Newly established liabilities for OPEB, net of reductions to previously
recorded liabilities as discussed in Note 2 to the basic financial statements, significantly
increased the County’s long-term liabilities. Specific adjustments related to OPEB and other
changes in long-term liabilities are discussed and referenced in Notes 2 and 10 to the basic
financial statements.

The County’s total net assets consist of the following three components:

Capital Assets, Net of Related Debt

The largest portion of the County’s net assets ($16.173 billion) represents its investment in
capital assets (i.e., land, structures and improvements, infrastructure, and equipment, net of
related depreciation), less any related debt used to acquire those assets that is still outstanding.
The County uses these capital assets to provide services to citizens; consequently, these assets
are not available for future spending. Although the County’s investment in its capital assets is
reported net of related debt, it should be noted that the resources needed to repay this debt
must be provided from other sources, since the capital assets themselves cannot be used to
liquidate these liabilities.

Restricted Net Assets

The County’s restricted net assets at year-end were $1.914 billion. Asset restrictions are
primarily due to external restrictions imposed by State legislation and bond covenants. Net
assets that pertain to the various separate legal entities included in the basic financial
statements are also generally restricted because their funding sources require that funds be
used for specific purposes.

Unrestricted Net Assets (Deficit)

The County's total unrestricted net assets are negative $773 million. This amount consisted of a
positive balance for governmental activities ($52 million) and a negative balance for business-
type activities ($825 million). The deficits related to business-type activities are primarily due to
unfunded liabilities related to workers’ compensation, accrued vacation and sick leave, litigation
and self-insurance claims, medical malpractice, and third party payors. As discussed in Notes 2
and 8 to the basic financial statements, the County implemented provisions of GASB 45 and
unfunded other postemployment benefit (OPEB) liabilities of $1.234 billion arose during the
current year, of which $214 million pertained to business-type activities. The ongoing financial
losses incurred by the County’s healthcare business activities have limited the opportunities to
accumulate reserves or incremental funding to address long-term accounting liabilities.



COUNTY OF LOS ANGELES

MANAGEMENT’S DISCUSSION AND ANALYSIS-Continued

The following table indicates the changes in net assets for governmental and business-type

activities:

Revenues:

Program revenues:
Charges for services
Operating grants and contributions
Capital grants and contributions
General revenues:
Taxes
Unrestricted grants and
contributions
Investment earnings
Miscellaneous
Total revenues
Expenses:
General government
Public protection
Public ways and facilities
Health and sanitation
Public assistance
Education
Recreation and cultural services
Interest on long-term debt
Hospitals
Aviation
Waterworks
Community Development Commission
Total expenses
Excess (deficiency) before transfers
and special item
Transfers
Special item
Changes in net assets
Net assets — beginning, as restated

Net assets - ending

Summary of Changes in Net Assets
For the Years Ended June 30, 2008 and 2007
(in thousands)

Governmental Business-type
Activities Activities Total

2008 2007 2008 ___ 2007 2008 2007
$ 2738552 $ 2,396,868 $ 1,806,747 $ 1,957,979 $ 4545299 § 4,354,847
7,113,135 6,980,549 263,471 304,720 7,376,606 7,285,269
184,502 25,135 2,897 12,992 187,399 38,127
5,034,399 4,688,595 4,405 3,782 5,038,804 4,692,377
778,936 761,705 37 35 778,973 761,740
324,132 335,851 14,073 18,043 338,205 353,894
229,810 259,357 24,950 50443 254760 309,800
16,403,466 15,448,060 2,116,580 2,347,994 __ 18,520,046 17,796,054
1,171,448 807,155 1,171,448 807,155
5,799,593 4,872,413 5,799,593 4,872,413
299,304 282,827 299,304 282,827
2,638,135 2,223,695 2,638,135 2,223,695
5,061,367 4,539,458 5,061,367 4,539,458
112,035 99,136 112,035 99,136
290,669 266,967 290,669 266,967
191,551 239,608 191,551 239,608
3,092,682 2,894,493 3,092,682 2,894,493
4,182 5,761 4,182 5,761
74,810 97,504 74,810 97,504
246,195 211,077 246,195 211,077
15,564,102 13,331,259 3,417,869 3,208,835 18,981,971 16,540,094
839,364 2,116,801 (1,301,289) (860,841) (461,925) 1,255,960

(1,152,946) (1,049,213) 1,152,946 1,049,213

267,473 267,473
(313,582) 1,335,061 (148,343) 188,372 (461,925) 1,523,433
15,883,997 14,105,563 1,891,056 1,548,202 17,775,053 15,653,765
$ 15570415 § 15440624 § 1742713 § 1,736,574 § 17313128 $ 17,177,198



COUNTY OF LOS ANGELES
MANAGEMENT’S DISCUSSION AND ANALYSIS-Continued

REVENUES BY SOURCE - ALL ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2008

z Operating grants and
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40%

~

% Taxes
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& Unrestricted grants and
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Charges for services 4%

25%

4%

EXPENSES BY TYPE — ALL ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2008
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COUNTY OF LOS ANGELES
MANAGEMENT’S DISCUSSION AND ANALYSIS-Continued

As discussed in Note 2 to the basic financial statements, the County restated beginning net
asset balances in conjunction with implementing GASB 45. The beginning net assets were
increased from the amounts previously reported for governmental and business-type activities
by $443 million and $154 million, respectively. During the current year, net assets decreased for
both govemmental activities ($314 million) and business-type activities ($148 million). Following
are specific major factors that resulted in the net asset changes.

Governmental Activities

Revenues from governmental activities grew by $955 million (6.2%) over the prior year. The
most significant changes in revenue were experienced in the following areas:

» Taxes, the County's largest general revenue source, were $346 million higher than the
previous year. The additional growth in tax revenues was concentrated in property taxes
($372 million). However, documentary transfer taxes decreased by $31 million as real
estate transfer activity declined during the current year. The continued property tax
growth was attributable to the early lien date (January 1, 2007), which preceded the start
of the fiscal year by six months. This gap, combined with the stabilizing effect of
Proposition 13, enabled the County to continue to experience growth in this area. The
net increase in other taxes was $5 million in comparison to the prior year.

¢ Program revenues recognized from charges for services increased by $342 million. The
largest source of this increase ($189 million) was associated with health and sanitation
programs. The County successfully concluded a multi-year effort to secure an agreement
with the State to provide supplemental funding to Medi-Cal managed care capitation
rates. The supplemental funding resulted in a $140 million increase in current year
revenues, of which $56 million was attributable to FY 2006-2007 services. In addition,
charges for public protection services (primarily law enforcement) were $84 milion higher
than the previous year as charges were adjusted due to cost increases. Charges for
various other governmental services increased by $69 million compared to the prior year.

Expenses related to governmental activities increased by $2.233 billion during the current year.
As discussed in Note 8 to the basic financial statements, the County began to measure OPEB
costs in accordance with GASB 45 during the current year. The County continued to fund
OPEB costs on a pay-as-you go basis and there are newly recognized OPEB obligations of
$1.234 billion in the current year for all activities. Of this amount, $1.020 billion was related to
govemmental activities. The following table summarizes total increased expenses by category,
the amount related to other postemployment benefit costs, and changes related to all other
expenses (in thousands):


mgranados
Text Box


COUNTY OF LOS ANGELES
MANAGEMENT’S DISCUSSION AND ANALYSIS-Continued

Governmental Activities-Continued

Increase Expense Increase
in Total Related to Increase (Decrease)
Expense Category Expenses OPEB Accruals in All Other Expenses
General Government $ 364,293 $ 141,422 $ 222,871
Public Protection 927,180 446,845 480,335
Health and Sanitation 414,440 117,491 296,949
Public Assistance 521,909 286,448 235,461
All other areas 5,021 27,774 (22,753)
Total $2,232,843 $ 1,019,980 $1,212,863

Excluding accrued OPEB obligations, expenses increased by $1.213 billion. The largest
increase was related to the public protection category, which grew by $480 million. Of this
amount, salaries and employee benefits increased by $402 million, primarily due to previously
negotiated increases that became effective in the current year. Other factors that contributed to
the increase were expanded medical services for inmates, additional staffing for jails and patrol
of unincorporated areas, and additional positions to improve various operational areas of the
Probation Department.

Health and sanitation expenses (excluding accrued OPEB costs) increased by nearly
$300 million. Major factors contributing to this variance included higher salary and benefit costs
($71 million), a newly established managed care intergovernmental transfer expense
($65 million), and increases in contracted mental health services ($62 million).

Business-type Activities

Revenues from business-type activities decreased in comparison to the prior year by
$231 million (9.9%). The most significant change was in the area of charges for services, which
decreased by $151 million. The County’s business-type healthcare activities experienced a
$134 million reduction in charges for services. This decrease was consistent with the downturn
in average daily hospital census, from 1,415 in the prior year to 1,317 in the current year. The
reduced revenues and census figures were concentrated at the Martin L. King facility. This
facility was converted from a full service hospital to a multi-service ambulatory care center,
thereby eliminating inpatient services in August 2007. This change coincided with the net
decrease in average daily census as noted above.

Expenses related to business-type activities increased from the previous year by $209 million.
The increased expenses were principally related to the Hospitals, where expenses were higher
by $198 million. The recognition of accrued OPEB costs (as previously discussed for
governmental activities) increased Hospital expenses by $214 million. Therefore, despite
negotiated salary and employee benefit increases, expenses were very comparable to the prior
year as cost increases were offset by the downsizing of the Martin Luther King Jr. facility.
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COUNTY OF LOS ANGELES
MANAGEMENT’S DISCUSSION AND ANALYSIS-Continued

Financial Analysis of the County’s Funds

As noted earlier, the County uses fund accounting to ensure and demonstrate compliance with
finance-related legal requirements.

Governmental Funds

The focus of the County’s governmental funds is to provide information on near-term inflows,
outflows, and balances of resources that are available for spending. Such information is useful
in assessing the County’s financing requirements. In particular, unreserved fund balance may
serve as a useful measure of a government’s net resources available for spending at the end of
the fiscal year. Types of governmental funds reported by the County include the General Fund,
Special Revenue Funds, Debt Service Funds, Capital Project Funds, and the Permanent Funds.

As of the end of the current fiscal year, the County’s governmental funds reported combined
total fund balances of $6.003 billion, an increase of $348 million in comparison with the prior
year. Of the total fund balance, $1.532 billion is reserved to indicate the extent that funds have
been committed or are otherwise unavailable for spending. An additional $1.725 billion has
been designated and set aside for intended spending purposes as indicated in the financial
statements. The remaining $2.746 billion of the balances are unreserved and undesignated.

Revenues from all governmental funds for the current year were $16.273 billion, an increase of
$1.035 billion (6.8%) from the previous year. Expenditures for all governmental funds in the
current year were $14.880 billion, an increase of $1.031 billion (7.4%) from the previous year. In
addition, other financing uses exceeded other financing sources by $1.045 billion as compared
to $1.028 billion in the prior year.

The General Fund is the County’s principal operating fund. During the current year, the fund
balance in the General Fund increased by $201 million (6.3%). At the end of the current fiscal
year, the General Fund’s total fund balance was $3.374 billion. Of this amount, $597 million
was reserved and therefore unavailable for spending. Of the unreserved total of $2.777 billion,
$1.153 billion has been designated (earmarked) and the remaining $1.624 billion is considered
both unreserved and undesignated.

General Fund revenues during the current year were $13.627 billion, an increase of $757 million
(5.9%) from the previous year. General Fund expenditures during the current year were
$12.744 billion, an increase of $985 million (8.4%) from the previous year. Other financing
sources/uses-net was negative $683 miillion in the cumrent year as compared to negative
$770 million in the prior year.



COUNTY OF LOS ANGELES
MANAGEMENT’S DISCUSSION AND ANALYSIS-Continued

Governmental Funds-Continued

Following are significant changes in General Fund revenues and expenditures:

Revenues from taxes increased by $223 million (6.3%). Of this net increase, property
taxes increased by $254 million. However, documentary transfer taxes decreased by
$31 million as real estate activity declined during the current year. As previously
mentioned, property tax revenues were not immediately impacted by the downturn in the
housing market and provisions of Proposition 13 are also a stabilizing factor when
housing prices decrease.

Intergovernmental revenues from federal sources increased by $249 million. Of this
amount, $209 million was related to public assistance programs operated by the
Departments of Public Social Service and Children and Family Services. The increased
revenues were driven by higher levels of reimbursable expenditures. There was also a
shift in funding sources for certain programs, whereby federal revenues provided funding
for costs that were previously reimbursed from State revenues.

Revenues from charges for services increased by $227 million. The largest source of
this increase ($140 million) was associated with the County’s managed care program.
An additional increase ($35 million) was recognized in the Sheriff's Department and was
related to recoveries of increased salaries and benefits from contracting agencies. The
remaining increase in this revenue category ($52 million) was recognized from a variety
of programs that charge for services.

Current expenditures increased by $875 million (7.6%), and there were increases in all
functional areas. The most significant increase was in the area of public protection,
where expenditures were higher by $367 million. Of this amount, salaries and employee
benefits increased by $331 million. These costs were notably higher in the Sheriffs
Department ($222 million) and Probation Department ($48 million), and were largely due
to negotiated salary and benefit increases, as there was limited program expansion in
these areas. Expenditures also increased in the areas of health and sanitation
($219 million) and public assistance ($209 million).

The Fire Protection District reported a year-end fund balance of $170 million, which represented
an increase of $23 million from the previous year. Revenues increased by $40 million, of which
$31 million was attributable to property taxes and the remaining increase was associated with a
variety of other revenues. Expenditures were higher by $22 million, of which $19 million was
related to salaries and benefits. Transfers out were $15 million lower than the previous year as
there were reduced transfers made to capital projects funds for future facilities’ needs.

The Flood Control District reported a year-end fund balance of $162 million, which was
$14 million higher than the previous year. Revenues and expenditures were mostly unchanged
from the prior year, with each decreasing approximately $3 million or 1.1% and 1.5%,
respectively.

13
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COUNTY OF LOS ANGELES
MANAGEMENT’S DISCUSSION AND ANALYSIS-Continued

Governmental Funds-Continued

The Public Library Fund reported a year-end fund balance of $29 million, which was $8 million
higher than the previous year. The principal factors associated with the fund balance growth
were higher property tax revenues and “transfers in,” which increased by $4 million and
$6 million, respectively.

The Regional Park and Open Space District reported a year-end fund balance of $286 million,
which was $25 million higher than the previous year. Current year revenues ($93 million) were
similar to the previous year ($91 million) while expenditures declined by $9 million.

Proprietary Funds

The County’s proprietary funds provide the same type of information found in the government-
wide financial statements, but in more detail.

The County’s principal proprietary funds consist of four hospital enterprise funds and an
additional fund (Martin L. King Jr. Ambulatory Care Center) which was converted from a full-
service hospital in the current year to a multi-service ambulatory care center. Each of these
funds incurred a net loss prior to contributions and transfers.

The County is legally required to provide local matching funds to the health care system in order
to remain eligible for federal and State assistance. Such funds were provided to the hospitals as
operating subsidies from the County General Fund during the year. The amount of subsidy, per
facility, ranged from $76 million for M. L. King Ambulatory Care Center to $501 million for the
LAC+USC Medical Center. The total subsidy amount was $1.001 billion and is reflected in the
Statement of Revenues, Expenses and Changes in Fund Net Assets as “transfers in.” By
comparison, the total General Fund subsidy in the prior year was $883 million.

An additional source of local funding for the Hospitals is the Health Services Measure B Special
Revenue Fund (“Measure B Fund”). The Measure B Fund receives voter approved property
taxes for trauma and emergency services. In each of the current and prior years, the
Measure B Fund provided $147 million of transfers to the Hospitals.

The Waterworks Funds reported year-end net assets of $895 million, a $2 million reduction from
the previous year. However, the District's cash and investment position improved in the current
year by $7 million.

General Fund Budgetary Highlights

The accompanying basic financial statements include a Statement of Revenues, Expenditures,
and Changes in Fund Balances - Budget and Actual on Budgetary Basis for the County’s
General Fund. The County’'s budgetary basis of accounting is discussed in Notes 1 and 15 to
the basic financial statements. There are approximately 100 separate budget units within the
General Fund, excluding capital improvement projects, which are individually budgeted.



COUNTY OF LOS ANGELES
MANAGEMENT’S DISCUSSION AND ANALYSIS-Continued

The data presented below represents the net budgetary changes for the General Fund in a
highly summarized format. Accordingly, in certain instances, budgets have been increased for
programs within a category even though actual amounts have not been realized for the category
in its entirety. Under the budgetary basis, there was a net increase of $102 million in the
General Fund’s available (unreserved and undesignated) fund balance from the previous year.

Budgetary Summary - Revenues/Financing Sources

Following is a summary of current year budgetary changes and actual results (on the County’s
budgetary basis) for General Fund revenues and other financing sources (in thousands):

Increase (Decrease) Variance-
From Original Final Budget Actual Positive
Category Budget Amount Amount (Negative)
Taxes $ 14877 $ 3,842,971 $ 3,826,908 $ (16,063)
Intergovernmental
revenues 65,800 7,855,542 7,243,478 (612,064)
Charges for services 13,820 1,758,279 1,695,004 (63,275)
All other revenues 124,586 654,505 899,843 245,338
Other sources and
transfers 13,630 493,733 307,274 (186,459)
Total $ 232713 $14,605,030 $13,972,507 $(632,523)

Changes from Amounts Originally Budgeted

During the year, net increases in budgeted revenues and other financing sources approximated
$233 million. The most significant changes occurred in the following areas:

e Estimated revenues from intergovernmental sources were increased by $66 million. The
increase was primarily associated with additional revenues from Homeland Security grant
funds ($43 million). The remaining $23 million was related to additional funding that was

targeted to the Sheriff's Department, social service programs and services for children and
families.

e The increase of $125 miillion related to “all other revenues” was mostly attributable to
tobacco settlement revenues of $105 million. The County’s policy is to budget tobacco
settlement revenues after they have been received. Estimated revenues from investment
income were increased by $14 million as a result of higher than anticipated investment yield
and miscellaneous revenue increases accounted for the remaining $6 million.

Actual Revenues/Financing Sources Compared with Final Budget Amounts

Actual revenues and other financing sources recognized by the General Fund were approximately
$633 million, or 4.3%, lower than budget. As discussed below, most of this variance was
concentrated in the areas of intergovernmental revenues and “other sources and transfers” and
was partially offset by “all other revenues” which exceeded the amount budgeted.
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COUNTY OF LOS ANGELES
MANAGEMENT’S DISCUSSION AND ANALYSIS-Continued

Actual Revenues/Financing Sources Compared with Final Budget Amounts-Continued

Actual intergovernmental revenues were $612 million lower than the amount budgeted.
Social service programs, including children and family services, accounted for
approximately $188 million of this variance, which was mostly attributable to lower than
anticipated caseloads and reimbursable social service related expenditures.
Approximately $187 million (mostly federal assistance) was associated with mental health
services, due to lower than expected reimbursable costs. An additional $164 million
pertained to anticipated reimbursement of capital improvement, disaster recovery and
homeland security projects and programs that were not completed prior to year-end. The
remaining variance of $73 million was related to a variety of other programs that received
intergovernmental revenues.

The actual amount of “other sources and transfers” was $186 million lower than the
amount budgeted. Of this amount, “transfers in” totaling $117 million were assumed in
the budget for capital improvements and extraordinary building maintenance projects
which did not incur expected costs. Mental health programs funded by the Mental Health
Services Act Fund (Proposition 63) did not fully materialize at the budgeted level and
“transfers in” were $52 million lower than budgeted. There were various other sources
and transfers that comprised the remaining variance of $17 million.

The amount budgeted for “all other revenues” was exceeded by $245 million. Investment
income exceeded the amount budgeted by $103 million as the yield on investments was
higher than anticipated. Miscellaneous revenues were $94 million higher than budget,
half of which was related to health and mental health services and the remainder from
various sources. Revenues from property tax penalties exceeded the budgeted amount
by approximately $46 million and the remaining variance of $2 million was generated by
diverse revenue sources.

Budgetary Summary - Expenditures/Other Financing Uses

Following is a summary of current year budgetary changes and actual results (on the County’s
budgetary basis) for General Fund expenditures, transfers out, contingencies, reserves, and
designations (in thousands):

Increase (Decrease)

From Original Final Budget Actual Variance-
Category Budget Amount Amount Positive
General government $ 62,645 $ 1,363,585 $ 912,999 $ 450,586
Public protection 94,808 4,575,551 4,414,810 160,741
Health and sanitation (19,114) 2,693,857 2,469,110 224,747
Public assistance 31,598 5,016,098 4,739,945 276,153
All other expenditures (56,059) 1,624,864 436,851 1,188,013
Transfers out 63,653 1,088,103 1,064,589 23,514
Contingencies 302 302 302
Reserves/designations-net 54,880 (50,973) (168,244) 117,271

Total $ 232713 $ 16,311,387 $13.870,060 $2.441.327



COUNTY OF LOS ANGELES
MANAGEMENT’S DISCUSSION AND ANALYSIS-Continued

Changes from Amounts Originally Budgeted

During the year, net increases in General Fund appropriations, reserves and designations were
approximately $233 million. As discussed below, the most significant changes occurred in the
following areas:

e Appropriations were increased for the public protection category by approximately
$95 million. Funding was added to the Emergency Preparedness and Response budget
($44 million) and the Sheriff's Department ($33 million). The source of the additional
funding was primarily grant revenues that were added to the original budget. The
remaining $18 million consisted of a variety of supplemental allocations.

e Appropriations for “transfers out” were increased by $64 million. Of this amount, General
Fund operating subsidies to the Hospital Funds were increased by $46 million (from
$946 million originally budgeted to $992 million). The remaining $18 miillion increase was
related to various transfers to Special Revenue Funds.

e Overall appropriations were increased for the general government category by
$63 million. The most significant factor associated with this net change was an increase
of $65 million to the Judgment and Damages budget unit for estimated settiement
payments.

Actual Expenditures/Other Financing Uses Compared with Final Budget Amount

Actual expenditures/other financing uses for the current year were $2.441 billion lower
(approximately 15%) than the final total budget of $16.311 billion. Although there were
budgetary savings in all categories, following are the functional areas that recognized the largest
variations from the final budget:

e The category referred to as “all other expenditures” reflected actual spending of
$1.188 billion less than the budgeted amount. Nearly all ($1.177 billion) of this variance
was related to the capital outlay category. There were many capital improvements
anticipated in the budget that remained in the planning stages and did not incur
expenditures during the year. Most of the unused balance has been reestablished in the
following year’s budget to ensure the continuity of the projects, many of which are muiti-
year in nature.

e The general government function reported actual expenditures that were $451 million
less than the amount budgeted. Of this amount, $265 million represented budgetary
savings for items that are not associated with specific County departments, such as
provisional appropriations, central non-departmental appropriations, and extraordinary
maintenance and repairs. The remaining $186 million was spread across virtually every
department comprising general government and was mostly related to savings in the
areas of salaries and services and supplies.
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COUNTY OF LOS ANGELES
MANAGEMENT’S DISCUSSION AND ANALYSIS-Continued

Actual Expenditures/Other Financing Uses Compared with Final Budget Amount-Continued

e Actual public assistance expenditures were $276 million lower than the final budget. Of
this amount, $236 million was concentrated in social service, children, and family
programs. Administrative costs were lower than anticipated due to vacant positions,
hiring delays, and delays in implementing certain programs. As information became
available during the year regarding potential cuts in State funded programs, there was a
corresponding slowdown in hiring. The remaining variance amount of $40 million was

related to other public assistance programs.

e Overall expenditures for the health and sanitation category were $225 million less than
the budgeted amount. Appropriations related to mental health services exceeded actual
expenditures by $167 million, primarily due to less than anticipated costs for services and
supplies and to a lesser extent, salary savings. The remaining variance of $58 million
was associated with a variety of health care programs administered by the Departments

of Health Services and Public Health Services.

Capital Assets

The County’s capital assets for its governmental and business type activities as of June 30,
2008 were $17.525 billion (net of depreciation). Capital assets include land, easements,
buildings and improvements, equipment, and infrastructure. The major infrastructure network

elements are roads, sewers, water, flood control, and aviation.

The total increase in the County’s capital assets (net of depreciation) for the current fiscal year

was $267 million, as shown in the following table.

Changes in Capital Assets, Net of Depreciation
Primary Government - All Activities
(in thousands)

Current Prior Increase
Year Year (Decrease)
Land and easements $ 7,262,068 $ 7,240,287 21,781
Buildings and improvements 3,059,365 3,044,116 15,249
Infrastructure 5,197,564 5,291,789 (94,225)
Equipment 437,770 370,197 67,573
Construction-in-progress 1,568,583 1,311,702 256,881

Total $17,525.350 $17,258,091 $ 267,259



COUNTY OF LOS ANGELES
MANAGEMENT’S DISCUSSION AND ANALYSIS-Continued

The County’s most significant capital asset activity during the current year was concentrated in
the area of construction-in-progress. For governmental activities, there were additions of
approximately $78 million to flood and road infrastructure projects that remained in progress.
For business-type activities, the new LAC+USC Medical Center neared completion and its
capitalized costs during the current year approximated $70 million and its outstanding
contractual commitments as of June 30, 2008 approximated $21 million. The Harbor/UCLA
Medical Center Surgery/Emergency Replacement Project continued to progress and its
capitalized costs during the current year were $30 million.

Debt Administration
The following table indicates the changes in the County’s long-term debt during the year:
Changes in Long-Term Debt

Primary Government - All activities
(in thousands)

Current Prior Increase
Year Year (Decrease)

Bonds and Notes Payable $ 1,942,453 $1,848,630 $ 93,823
Pension Bonds Payable 900,824 1,185,197 (284,373)
Total $2.843277 $3.033,827 $(190,550)

During the current year, the County’s liabilities for long-term debt decreased by $191 million, or
6.3%. Specific changes related to governmental and business-type activities are presented in
Note 10 to the basic financial statements. During the current year, significant long-term debt
transactions were as follows:

¢ Refunding bonds totaling $94 million, along with other funding sources, were used to
advance refund outstanding bond principal of $127 million.

¢ New debt of $50 million was issued to finance the acquisition of equipment. Equipment
debt totaling $53 million was redeemed during the year in accordance with maturity
schedules.

e New debt of $203 million was issued to finance the construction of various hospital
improvements.

¢ Pension bonds totaling $284 million were redeemed during the year.

In addition to the above borrowing, the County continued to finance General Fund cash flow
shortages occurring periodically during the fiscal year by selling $500 million in tax and revenue
anticipation notes which reached maturity on June 30, 2008, and by periodic borrowing from
available trust funds.
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COUNTY OF LOS ANGELES
MANAGEMENT’S DISCUSSION AND ANALYSIS-Continued

Bond Ratings

The County's debt is rated by Moody's, Standard and Poor's, and Fitch. The following is a
schedule of ratings:

Moody's Standard and Poor's Fitch

General Obligation Bonds Aa3 AA-
Pension Bonds A1 A+
Facilities A2 A+ A
Equipment/Non-Essential Leases A2 A+ A
Short-Term MIG1 SP-1+ F-1+
Commercial Paper P-1 A-1+
Flood Control District General

Obligation Bonds Aal AA
Flood Control District Revenue

Bonds Aa1 AA- AA
Regional Park and Open Space

District Bonds Aa2 AA AA+

During the current year, the County’s Equipment/Non-Essential Leases were upgraded by
Moody's from A3 to A2. All other bond ratings were maintained at the same level as the
previous year.

Economic Conditions and Outlook

The Board of Supervisors adopted the County’s 2008-2009 Budget on June 17, 2008. The
Budget was adopted based on estimated fund balances that would be available at the end of
2007-2008. The Board updated the Budget on October 7, 2008 to reflect final 2007-2008 fund
balances and other pertinent financial information. For the County’s General Fund, the 2008-
2009 Budget, as updated in October 2008, utilized $1.809 billion of available fund balance,
which exceeded the previously estimated fund balance of $1.419 billion. Of the additional fund
balance of $390 million, $155 million was used to carryover lapsed appropriations and
$48 million was appropriated for one-time purchases of a critical nature. The remaining surplus
of $187 million was set aside to manage potential State funding reductions and the impact of the
ongoing economic downturn.

The County's economic outlook mirrors the rest of the nation as it faces the challenges of a
recessionary environment. The County’s new homebuilding and resale housing market has
been, and continues to be, in decline. The resale housing market presents the biggest risk to
the County, which could have a negative impact on property tax revenues. For the year ended
June 30, 2008, property tax revenues represented 27.5% of total revenues recognized from
governmental activities. These revenues are the County’s single most important source of
funding and are vital to programs which rely on discretionary funding sources. County
management is closely monitoring changes in assessed property values and adjusting revenue
estimates as new information becomes available. For 2008-2009, a five-percent (5%) growth
assumption was used for property tax revenues, down from the nine-percent (9%) growth factor
that was used in 2007-2008.
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As a result of growth limits on assessed values imposed by Proposition 13, there is a significant
amount of home value appreciation that occurred over the last five years that has not been
reflected on the property tax rolls. This increase will likely help offset any future valuation
reductions. Unless the housing decline extends for several years or becomes more severe, the
County’s property tax base is not likely to be materially affected.

The County’s financial outlook is also affected by ongoing and severe budget problems at the State
level. The State Legislative Analyst's Office (LAO) has estimated that the State’s budget deficit will
be approximately $8.4 billion by the end of 2008-2009. The deficit is attributable to the
deteriorating economy which has affected the State’s three major revenue sources, the personal
income tax, sales and use taxes, and the corporate income tax. For 2009-2010, the LAO forecasts
a worsening situation, with an additional annual deficit estimated at $19.4 billion. Many County
programs receive substantial State funding and the County is likely to be confronted with program
curtailments and increased local funding requirements. The County is highly dependent upon cash
receipts from the State and is closely monitoring the State’s liquidity and ability to make timely cash
remittances to the County.

As indicated in the Statement of Changes in Fiduciary Net Assets, the Pension Trust Fund incurred
a net investment loss of $1.426 billion in the current year. The Required Supplementary
Information (unaudited) section of this report indicates a funded ratio of 93.8% as of June 30, 2007,
which is the most recently completed actuarial valuation. It is estimated that the June 30, 2008
actuarial valuation will indicate a funded ratio of approximately 95%. The Pension Trust Fund has
significant ongoing exposure to the equity markets, has incurred additional investment losses since
June 30, 2008, and the financial markets remain highly volatile. Such losses, combined with
investment performance for the remainder of the 2008-2009 fiscal year, will be actuarially
measured as of June 30, 2009 and their impact on future County contribution rates will be
determined at that time, in conjunction with the three year smoothed method.

Obtaining Additional Information

This financial report is designed to provide a general overview of the County’s finances for all
interested parties. Questions conceming any of the information provided in this report or requests
for additional information should be addressed to the Los Angeles County Auditor-Controller,
500 West Temple Street, Room 525, Los Angeles, CA 90012-2766.
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COUNTY OF LOS ANGELES
STATEMENT OF NET ASSETS
JUNE 30, 2008 (in thousands)

ASSETS
Pooled cash and investments: (Notes 1 and 5)
Operating (Note 1)
Other (Note 1)
Total pooled cash and investments
Other investments (Note 5)
Taxes receivable
Accounts receivable - net
Interest receivable
Other receivables
Internal balances (Note 14)
Inventories
Restricted assets (Note 5)
Net pension obligation (Note 7)
Capital assets: (Notes 6 and 9)
Capital assets, not being depreciated
Capital assets, net of accumulated depreciation
Total capital assets
TOTAL ASSETS

LIABILITIES
Accounts payable
Accrued payroll
Other payables
Accrued interest payable
Unearned revenue (Note 7)
Advances payable
Noncurrent liabilities: (Note 10)
Due within one year
Due in more than one year
TOTAL LIABILITIES

NET ASSETS
Invested in capital assets, net of related debt
(Notes 6 and 10)
Restricted for:
Capital projects
Debt service
Permanent trust
Special purpose
Unrestricted (deficit)
TOTAL NET ASSETS

23

PRIMARY GOVERNMENT COMPONENT UNIT
GOVERNMENTAL  BUSINESS-TYPE
ACTIVITIES ACTIVITIES TOTAL FIRST 5 LA
$ 3552235 § 189,627 $ 3,741,862 § 875,166
975,706 91,001 1,066,707
4,527,941 280,628 4,808,569 875,166
330,038 55,495 385,533
443,224 915 444,139
773,485 773,485
29,739 980 30,719 3,272
2,120,735 53,944 2,174,679 41,391
389,818 (389,818)
97,008 23,248 120,256
5,420 157,376 162,796
108,889 37,834 146,723
7,594,368 1,236,283 8,830,651 2,039
7,480,197 1,214,502 8,694,699 11,809
15,074,565 2,450,785 17,525,350 13,848
23,127,377 3,444,872 26,572,249 933,677
329,879 80,176 410,055 32,440
550,630 114,754 665,384
158,263 11,561 169,824
15,388 659 16,047
50,947 3,972 54,919 1,174
272,282 7,844 280,126
895,435 430,705 1,326,140 63
5,284,138 1,052,488 6,336,626 208
7,556,962 1,702,159 9,259,121 33,885
13,913,070 2,259,617 16,172,687 13,848
121,251 121,251
587 255,205 255,882
3,455 3,455
1,480,470 52,690 1,533,160 885,944
51,582 (824,889) (773,307)
$ 15570415 $ 1742713 $ 17313128  § 899,792

The notes to the basic financial statements are an integral part of this statement.
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COUNTY OF LOS ANGELES
STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED JUNE 30, 2008 (in thousands)

PROGRAM REVENUE
OPERATING CAPITAL
FUNCTIONS CHARGES FOR  GRANTS AND GRANTS AND
PRIMARY GOVERNMENT: EXPENSES SERVICES CONTRIBUTIONS CONTRIBUTIONS
Governmental activities:
General government $ 1,171,448 445948 $ 42829 $ 81,523
Public protection 5,799,593 1,273,710 1,147,407 12,806
Public ways and facilities 299,304 39,767 159,602 88,773
Health and sanitation 2,638,135 708,097 1,521,459 1,400
Public assistance 5,061,367 61,568 4,238,169
Education 112,035 3,098 1,675
Recreation and cultural services 290,669 206,364 1,994
Interest on long-term debt 191,551
Total governmental activities 15,564,102 2,738,552 7,113,135 184,502
Business-type activities:
Hospitals 3,092,682 1,730,231 54,922
Aviation 4,182 3,030 314 1,484
Waterworks 74,810 61,514 50 1,413
Community Development Commission 246,195 11,972 208,185
Total business-type activities 3,417,869 1,806,747 263,471 2,897
Total primary government $ 18981971 § 4545299 § 7,376,606 $ 187,399
COMPONENT UNIT -
First 5 LA $ 139,587 §$ $ 143428 §
GENERAL REVENUES:
Taxes:
Property taxes

Utility users taxes

Voter approved taxes

Documentary transfer taxes

Other taxes

Sales and use taxes, levied by the State
Grants and contributions not restricted

to special programs
Investment eamnings
Miscellaneous

TRANSFERS - NET
Total general revenues and transfers
CHANGE IN NET ASSETS
NET ASSETS, JULY 1, 2007, as restated (Note 2)

NET ASSETS, JUNE 30, 2008

The notes to the basic financial statements are an integral part of this statement.



NET (EXPENSE) REVENUE AND
CHANGES IN NET ASSETS

PRIMARY GOVERNMENT COMPONENT UNIT
GOVERNMENTAL BUSINESS-TYPE
ACTIVITIES ACTIVITIES TOTAL FIRST 5 LA
$ (601,148) § $ (601,148)
(3,365,670) (3,365,670)
(11,162) (11,162)
(407,179) (407,179)
(761,630) (761,630)
(107,262) (107,262)
(82,311) (82,311)
(191,551) (191,551)
(5,527,913) (5,527,913)
(1,307,529) (1,307,529)
646 646
(11,833) (11,833)
(26,038) (26,038)
(1,344,754) (1,344,754)
(5,527,913) (1,344,754) (6.872,667)
$ 3,841
4,514,909 4,405 4,519,314
65,583 65,583
255,580 255,580
56,439 56,439
62,935 62,935
78,953 78,953
778,936 37 778,973
324,132 14,073 338,205 34,996
229,810 24,950 254,760 468
(1,152,946) 1,152,946
5,214,331 1,196,411 6,410,742 35,464
(313,582) (148,343) (461,925) 39,305
15,883,997 1,891,056 17,775,053 860,487
$ 15570415 $ 1,742,713 $ 17,313,128 § 899,792
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FUNCTIONS
PRIMARY GOVERNMENT:
Governmental activities:
General government
Public protection
Public ways and facilities
Health and sanitation
Public assistance
Education
Recreation and cultural services
Interest o<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>