
September 29, 2026 

TO:      Supervisor Hilda L. Solis, Chair 
     Supervisor Holly J. Mitchell             

        Supervisor Lindsey P. Horvath  
     Supervisor Janice K. Hahn 
    Supervisor Kathryn Barger 

FROM:          Christina R. Ghaly, M.D. 
     Director

SUBJECT:    FISCAL YEAR 2025-26 YEAR-END APPROPRIATION  
  ADJUSTMENTS (ALL DISTRICTS) (4 VOTES)  

Request approval of Fiscal Year (FY) 2025-26 year-end 
appropriation adjustments for the LA Health Services . 

IT IS RECOMMENDED THAT THE BOARD: 

Approve the FY 2025-26 year-end appropriation adjustments
(Attachment I) for HS to adjust its Enterprise Fund obligated 
fund balance to $1,435.4 million as of June 30, 2026.

Approve the FY 2025-26 appropriation adjustments (Attachment
II) to realign funding for the Measure B Special Revenue Fund.

3. Approve the FY 2025-26 appropriation adjustments (Attachment
III) to adjust Long-Term Receivables (LTRs) for Cost Based
Reimbursement Clinics (CBRC), Enhanced Payment Program (EPP),
Quality Incentive Program (QIP), Managed Care Rate Supplement
(MCRS), and Specialty Mental Health Services (SMHS) revenues at
various HS facilities.

PURPOSE/JUSTIFICATION OF RECOMMENDED ACTIONS 

Health Services is seeking the Board’s approval of the recommended 
actions described in this letter, which will allow Health Services to 
execute its FY 2025-26 year-end appropriation adjustments.  The 
appropriation adjustments (Attachments I, II and III) will:  
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Establish an obligated fund balance of $1,435.4 million in the S
Enterprise Fund as of June 30, 2026, resulting from a FY 2025-26 operating
deficit of $297.4 million, as well as a decrease in the Health Services reserve
funds of $257.4 million for the CBRC, EPP, QIP, MCRS, and SMHS LTRs; align
certain appropriations and revenues within HS in accordance with its FY 
2025-26 financial experience;

Align appropriations within the Measure B Special Revenue Fund in accordance
with HS’ FY 2025-26 financial experience; and

Adjust the LTRs for the CBRC, EPP, QIP, MCRS and SMHS revenues that were
accrued in FY 2025-26 for FYs 2021-22 through 2025-26, all of which are
expected to be collected after June 30, 2027.

IMPLEMENTATION OF STRATEGIC PLAN GOALS 

Approval of this action is consistent with the Strategic Plan North Star III.G – Realize 
Tomorrow’s Government Today, Internal Controls and Processes. 

FISCAL IMPACT/FINANCING 

The recommended actions will adjust various departmental budget units to reflect 
HS’ FY 2025-26 financial experience and adjust HS’ Enterprise Fund 

obligated fund balance down to $1,435.4 million from the prior year-end balance of 
$1,475.4 million.  HS had an operating deficit of $297.4 million and H  used 
its fund balance to cover the deficit.   

HS also decreased the amount of reserve funds set aside for the CBRC, EPP, 
QIP, MCRS, and SMHS LTRs from $1,235.4 million to $978.0 million for a total net 
change of $257.4 million.  The reserve funds are considered “non-spendable” and 

HS will continue to work with the State and the CEO to monitor the timing of 
collections for these revenue streams to determine if and when these funds will be 
freed up and could move into the available fund balance.  

FACTS AND PROVISIONS/LEGAL REQUIREMENTS 

Since FY 2009-10, Los Angeles County set aside reserve funds to establish a CBRC 
LTR to offset accounts receivable owed by the State to HS facilities.  The LTR is 
adjusted each year during the year-end closing process and are made up of 
outstanding accounts receivable from the State for multiple fiscal years.  In the FY 
2025-26 year-end closing process, as part of recommendation number three above, 
there is a net increase of $39.3 million for the CBRC LTR, increasing the balance from 
$36.1 million to $75.4 million.  
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Also, Department of Health Care Services (DHCS) has changed the time 
period for setting the annual Medi-Cal Managed Care rates from a fiscal-year basis to 
a calendar-year basis.  This transition impacts when the net annual supplemental 
payments for the EPP, QIP, and MCRS revenues will actually be received by 

. Payments previously made at the end of each fiscal year will now be made at 
the end of each calendar year instead, thus delaying payments to HS by 
approximately six months. As a consequence, there is a need to establish LTRs for the 
EPP, QIP and MCRS.  In the FY 2025-26 year-end closing process, as part of 
recommendation number three above, there is a net decrease of $199.1 million, 
decreasing the balance from $991.6 million to $792.5 million. 

HS also established LTR for SMHS starting the FY 2023-24 year-end closing 
process due to the collection timing.  In the FY 2025-26 year-end closing 
process, as part of recommendation number three above, there is a net decrease of 
$97.6 million, decreasing the balance from $207.7 million to $110.1 million. 

Overall, the total amount of reserve funds within HS’ obligated fund balance 
for FY 2025-26 is adjusted from $1,235.4 million to $978.0 million, a decrease of 
$257.4 million, to fully fund the aforementioned LTRs (see Attachment IV). 

CONTRACTING PROCESS 

Not applicable. 

IMPACT ON CURRENT SERVICES (OR PROJECTS) 

These FY 2025-26 year-end appropriation adjustments have no impact on current 
services. 

CRG:fl 

Attachments 

c:  Chief Executive Office 
     County Counsel 
     Executive Office, Board of Supervisors 

 Auditor-Controller 
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