
ARLENE BARRERA 

ACTING AUDITOR-CONTROLLER 

October 1, 2019 

C O UN TY O F  LOS A NGE L ES 

DEPARTMENT OF AUDITOR-CONT ROLLER 

KENNETH HAHN HALL OF ADMINISTRATION 
500 WEST TEMPLE STREET, ROOM 525 
LOS ANGELES, CALIFORNIA 90012-3873 

PHONE: (213) 974-8301 FAX: (213) 626-5427 

The Honorable Board of Supervisors 
County of Los Angeles 
383 Kenneth Hahn Hall of Administration 
500 West Temple Street 
Los Angeles, California 90012 

Dear Supervisors: 

SUBJECT 

REQUEST TO APPROVE THE FINAL 
BUDGET ADJUSTMENT FOR FISCAL YEAR 2018-19 

(ALL DISTRICTS - 4 VOTES) 

Approval of the recommended action will authorize closing of the financial records and 
establish the ending fund balance available. 

IT IS RECOMMENDED THAT THE BOARD: 

Approve the attached final budget adjustment for Fiscal Year (FY) 2018-19. 

PURPOSE/JUSTIFICATION OF RECOMMENDED ACTION 

Approval of the final budget adjustment will allow the Acting Auditor-Controller to close 
the FY 2018-19 financial records and prepare various required financial reports. 

JUSTIFICATION 

A final budget adjustment is necessary to cover various appropriation overdrafts, to 
appropriate overrealized proceeds of taxes to comply with GANN initiative requirements, 
and to adjust various components of fund balance in the County's General Fund. 
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Implementation of Strategic Plan Goals 

This action is consistent with the County's Strategic Plan Strategy 111.3 - Pursue 
Operational Effectiveness, Fiscal Responsibility, and Accountability. 

FISCAL IMPACT/FINANCING 

This action adjusts the various budgets to reflect financial activity that has already taken 
place. Included in this action are adjustments to various obligated fund balances as 
follows: 

Nonspendable for Long-Term Accounts Receivable 

The County's budgetary and accounting policies require that fund balance be reserved 
for accounts receivable that are not collectible within one year. Such amounts are 
categorized as Nonspendable Fund Balance and are currently not available for 
appropriation. At the end of FY 2018-19, we evaluated the County's receivables and 
determined that certain programs accrued new receivables which require additions to the 
reserves. We also reevaluated accounts receivable for which reserves were established 
in prior fiscal years to determine if those reserves can be released or adjusted downward. 
Listed below is the significant program for which there were adjustments to reserves, due 
to changes in long-term accounts receivable:_ 

SB90 Programs 

We annually adjust the SB90 long-term receivables and reserves to recognize the 
SB90 collections received and the claims submitted for reimbursement during the 
year. At the beginning of FY 2018-19, the SB90 long-term receivable balances, and 
its related reserves, were $18.2 million. During FY 2018-19, there was a net decrease 
of $3.2 million from the following transactions: 

• SB90 collections of $7 .9 million were received for FY 2017-18 claims. 
• New reserves of $4.7 million were established for FY 2018-19 SB90 claims, 

which will not be collected within the next fiscal year. 

At the end of FY 2018-19, the SB90 long-term receivables and reserves balances 
were $15 million. 
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Restricted for Utility Users' Taxes 

In conjunction with voter approval of County Measure U, your Board adopted a policy to 
ensure that utility users' taxes are dedicated to unincorporated area services. During 
FY 2018-19, approximately $57.4 million of appropriations associated with such tax 
revenues were not expended and remained available for programs in unincorporated 
areas. Accordingly, the Restricted for Utility Users' Taxes account has been increased 
by the above amount to ensure that these funds are set aside and restricted in accordance 
with your Board's directive. 

Committed for Health Services-Tobacco Settlement 

We annually set aside unspent tobacco settlement funds in a General Fund account 
(Committed for Health Services-Tobacco Settlement) as directed by your Board. 
Accordingly, this action increases the account balance by $19 million in FY 2018-19. This 
amount consists of tobacco settlement revenues of $14.6 million in excess of budget, 
interest earnings from unused funds of $2.1 million, and unused funds that were 
previously allocated to the Department of Health Services (OHS), Department of Public 
Health (DPH), and Capital Project budget units for tobacco programs of $2.3 million. 

Committed for Board Budget Policies and Priorities CRA Liquidation 

On September 30, 2014, the Board of Supervisors (Board) adopted changes to Board 
Policy No. 4.030.17, Budget Policies and Priorities (ABx1 26, the Redevelopment 
Dissolution Act included in 2011-12 State Budget Act), which requires that beginning in 
FY 2015-16, all revenues received from Redevelopment Agency Asset Sales be used for 
General Fund Capital Projects and Deferred Maintenance, Low and Moderate Income 
Housing and/or economic development. During FY 2018-19, the County received a total 
of $15.3 million of such revenues, which were recorded in a General Fund account 
(Committed for Board Budget Policies and Priorities) in accordance with the Board's 
policy. Of the $15.3 million, $14.2 million was approved by your Board on June 24, 2019, 
and the remaining amount of $1.1 million is included in this Board action. 

Realignment Trust Funds 

The 2011 State Realignment revenues from Vehicle License Fees (VLF) and Sales and 
Use Taxes are available for the County to support Mental Health, Social Services, and 
Substance Abuse Prevention and Control programs. These revenues are recognized 
based on qualified eligible expenditures incurred by the department. 
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At the end of FY 2018-19, we evaluated the unspent realignment funds for the Department 
of Mental Health (DMH), the Department of Children and Family Services (DCFS), and 
DPH Substance Abuse Prevention and Control (DPH-SAPC). 

Beginning Balance Ending Balance Increase/ 
7/1/18 6/30/19 (Decrease) 

DPH-SAPC (GP5N) $85 million $31 million ($54 million) 
DMH (GR5) $323 million $367 million $44 million 
DCFS (GP5M) $205 million $222 million $17 million 

Per State law, these funds are carried forward and will be available for future eligible 
expenditures, subject to authorization and appropriation by the Board of Supervisors. 

FACTS AND PROVISIONS/LEGAL REQUIREMENTS 

This action is in accordance with Government Code Sections 29125 through 29130 and 
will allow the County to demonstrate legal compliance with the budget. This action does 
not include the adjustments required for OHS. OHS is submitting a separate letter that 
discusses final budgetary transactions required for OHS General Fund organizations and 
the Hospital Funds. 

IMPACT ON CURRENT SERVICES (OR PROJECTS) 

None. 

CONCLUSION 

Please return two adopted copies of this Board letter to the Executive Office, Board of 
Supervisors. It is requested that the Executive Office, Board of Supervisors return one 
stamped copy of the approved Board letter to the Acting Auditor-Controller. 

Respectfully submitted, 

ARLENE BARRERA 
Acting Auditor-Controller 
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Attachments 

c: Sachi A. Hamai, Chief Executive Officer 
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