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(See “RATINGS” herein.)

In the opinion of Nixon Peabody LLE Bond Counsel, assuming the accuracy of certain representations and
compliance by the County with certain tax covenants described herein, the interest on the Notes is excluded from
gross income for federal income tax purposes under existing statutes, regulations, rulings and court decisions
and, in the opinion of Bond Counsel, the interest on the Notes is exempt from personal income taxes of the State
of California under present State law. In addition, Bond Counsel is of the opinion that the Notes are not “private
activity bonds” and, therefore, the interest on the Notes will not be treated as a specific item of tax preference for
purpose of the federal alternative minimum tax on individuals and corporations. Howeuver, the interest on the
Notes is included in the computation of certain federal taxes on corporations. See “TAX EXEMPTION” herein.
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The County of Los Angeles 2007-08 Tax and Revenue Anticipation Notes (the “Notes”) will be issued as
fixed rate notes in fully registered form. The Notes, when issued, will be registered in the name of Cede & Co., as
nominee of The Depository Trust Company (“DTC”), New York, New York, which will act as securities depository
for the Notes. Purchases of beneficial interests in the Notes will be made in book-entry only form, in denominations
of $5,000 or any integral multiple thereof. Purchasers will not receive certificates representing their ownership
interests in the Notes purchased. The Notes will bear interest at a fixed rate per annum from their dated date and
will be priced as set forth above. Principal of and interest on the Notes are payable on the maturity date thereof
directly to DTC by the Paying Agent. Upon receipt of payments of principal and interest, DTC will in turn distribute
such payments to the beneficial owners of the Notes. See APPENDIX D - “BOOK-ENTRY ONLY SYSTEM.”

The Notes are being issued to provide moneys to help meet Fiscal Year 2007-08 County General Fund
Expenditures, including current expenses, capital expenditures and the discharge of other obligations or
indebtedness of the County of Los Angeles (the “County”). The Notes are being issued pursuant to a resolution
adopted by the Board of Supervisors of the County on May 15, 2007 (the “Resolution”) and a Financing Certificate
entitled, “Financing Certificate Providing for the Terms and Conditions of Issuance and Sale of 2007-08 Tax and
Revenue Anticipation Notes” (the “Financing Certificate”) to be delivered on the date of issuance of the Notes
pursuant to the Resolution. In accordance with California law, the Notes are general obligations of the County,
payable only from unrestricted taxes, income, revenue, cash receipts and other moneys of the County attributable
to the Fiscal Year 2007-08 and lawfully available for the payment of the Notes. The Notes and the interest thereon
are secured by a pledge of certain unrestricted taxes, income, revenue, cash receipts and other moneys. The County
is not authorized, however, to levy or collect any tax for the repayment of the Notes. See “THE NOTES - Security
for Issue” herein.

The Notes are not subject to redemption prior to maturity.

This cover page contains information for quick reference only. It is not a summary of this issue. Investors
should read this entire Official Statement to obtain information essential to the making of an informed investment
decision.

The Notes will be offered when, as and if issued and received by the Underwriters, subject to the approval of
legality by Nixon Peabody LLE Bond Counsel, and the approval of certain legal matters for the Underwriters by their
counsel, Hawkins Delafield & Wood LLE Los Angeles, California. Certain legal matters will be passed upon for
the County by the County Counsel. It is expected that the Notes will be available for delivery through the facilities of
DTC on or about July 2, 2007.

MORGAN STANLEY

Banc of America Securities LLC Lehman Brothers
Backstrom McCarley Berry & Co., LLC First Southwest Company

The date of this Official Statement is June 6, 2007.
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No dealer, broker, salesperson or other person has been authorized by the County or the
Underwriters to give any information or to make any representations other than those contained herein
and, if given or made, such other information or representations must not be relied upon as having been
authorized by the County or the Underwriters. This Official Statement does not constitute an offer to sell
or the solicitation of an offer to buy, nor shall there be any sale of the Notes, by any person in any
jurisdiction in which it is unlawful for such person to make such an offer, solicitation or sale.

This Official Statement is not to be construed as a contract with the purchasers of the Notes.
Statements contained in this Official Statement which involve estimates, projections, forecasts or matters
of opinion, whether or not expressly so described herein, are intended solely as such and are not to be
construed as a representation of facts.

The information set forth herein has been obtained from official sources which are believed to be
reliable but it is not guaranteed as to accuracy or completeness, and is not to be construed as a
representation by the Underwriters. The information and expressions of opinions herein are subject to
change without notice and neither delivery of this Official Statement nor any sale made hereunder shall,
under any circumstances, create any implication that there has been no change in the affairs of the County
since the date hereof.

IN MAKING AN INVESTMENT DECISION, INVESTORS MUST RELY ON THEIR OWN
EXAMINATION OF THE COUNTY AND THE TERMS OF THE OFFERING, INCLUDING THE
MERITS AND RISKS INVOLVED. THESE SECURITIES HAVE NOT BEEN APPROVED OR
DISAPPROVED BY THE SECURITIES AND EXCHANGE COMMISSION OR ANY STATE
SECURITIES COMMISSION, NOR HAS THE SECURITIES AND EXCHANGE COMMISSION OR
ANY STATE SECURITIES COMMISSION PASSED UPON THE ACCURACY OR ADEQUACY OF
THIS OFFICIAL STATEMENT. ANY REPRESENTATION TO THE CONTRARY IS A CRIMINAL
OFFENSE.

IN CONNECTION WITH THIS OFFERING THE UNDERWRITERS MAY OVER-ALLOT
OR EFFECT TRANSACTIONS WHICH STABILIZE OR MAINTAIN THE MARKET PRICE OF THE
NOTES OFFERED HEREIN AT A LEVEL ABOVE THAT WHICH MIGHT OTHERWISE PREVAIL
IN THE OPEN MARKET. SUCH STABILIZING, IF COMMENCED, MAY BE DISCONTINUED AT
ANY TIME. THE UNDERWRITERS MAY OFFER AND SELL THE NOTES TO CERTAIN
DEALERS, INSTITUTIONAL INVESTORS AND OTHERS AT PRICES LOWER THAN THE
PUBLIC OFFERING PRICE STATED ON THE COVER PAGE HEREOF AND SAID PUBLIC
OFFERING PRICE MAY BE CHANGED FROM TIME TO TIME BY THE UNDERWRITERS.

CUSIP data set forth herein are for convenience of reference only. Neither the County nor the
Underwriters assume any responsibility for the accuracy of such data.
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OFFICIAL STATEMENT

$500,000,000

COUNTY OF LOS ANGELES
2007-08 TAX AND REVENUE ANTICIPATION NOTES

INTRODUCTION
General

The purpose of this Official Statement, which includes the front cover and the attached
appendices, is to provide certain information concerning the sale and delivery of $500,000,000 in
aggregate principal amount of 2007-08 Tax and Revenue Anticipation Notes (the “Notes”) of the County
of Los Angeles, California (the “County”). The Notes will be issued as fixed rate notes bearing interest as
set forth on the cover page of this Official Statement. Issuance of the Notes will provide moneys to help
meet Fiscal Year 2007-08 County General Fund expenditures, including current expenses, capital
expenditures and the discharge of other obligations or indebtedness of the County.

The Notes are authorized by and are being issued in accordance with Article 7.6, Chapter 4,
Part 1, Division 2, Title 5 (commencing with Section 53850) of the Government Code of the State of
California (the “Act”), and a resolution adopted by the Board of Supervisors of the County (the “Board of
Supervisors”) on May 15, 2007 and entitled “Resolution of the Board of Supervisors of the County of Los
Angeles, California Providing for the Issuance and Sale of 2007-08 Tax and Revenue Anticipation Notes
in an Aggregate Principal Amount Not to Exceed $700,000,000” (the “Resolution”). The Notes are
issued subject to the terms and conditions of a Financing Certificate of the Treasurer and Tax Collector of
the County (the “Treasurer”) entitled “Financing Certificate Providing for the Terms and Conditions of
Issuance and Sale of 2007-08 Tax and Revenue Anticipation Notes” (the “Financing Certificate”)
delivered on the date of issuance of the Notes pursuant to the Resolution. Pursuant to California law, the
Notes and the interest thereon are general obligations of the County payable from the taxes, income,
revenue, cash receipts and other moneys of the County attributable to the Fiscal Year 2007-08 and
lawfully available therefor. The Notes and the interest thereon are secured by a pledge of certain
unrestricted taxes, income, revenue, cash receipts and other moneys of the County attributable to the
Fiscal Year 2007-08 as specified in the Resolution and the Financing Certificate. See “THE NOTES —
Security for Issue.” The County is not authorized, however, to levy or collect any tax for the repayment
of the Notes.

The County

The County is located in the southern coastal portion of the State of California (the “State”) and
covers 4,084 square miles. The County was established under an act of the State Legislature on February
18, 1850. It is the most populous county in the nation and, in terms of population, is larger than 42 states.
The economy of the County is diversified and includes manufacturing, technology, world trade, financial
services, motion picture and television production, agriculture and tourism. For additional economic and
demographic information with respect to the County, see APPENDIX A - “COUNTY OF
LOS ANGELES INFORMATION STATEMENT” and APPENDIX B — “COUNTY OF LOS ANGELES
FINANCIAL STATEMENTS.”



COUNTY OF LOS ANGELES CASH MANAGEMENT PROGRAM

The County implemented a cash management program in 1977 to finance General Fund cash flow
shortages occurring periodically during its fiscal year (July 1 through June 30). In each year since the
program’s inception, the County has sold either tax anticipation notes or tax and revenue anticipation
notes (including commercial paper notes) in annual aggregate amounts up to $1,850,000,000. In addition
to the 2007-08 Tax and Revenue Anticipation Notes and other obligations which may be issued pursuant
to the Act, certain funds held in trust by the County until apportioned to the appropriate agency are
available to the County for intrafund borrowings. In addition, while it does not expect to do so, the
County may, under certain circumstances, undertake interfund borrowing to fund shortages in the General
Fund. See “THE NOTES — Interfund Borrowing, Intrafund Borrowing and Cash Flow.” The County
reserves the right to undertake such a borrowing under the Resolution. See “THE NOTES — Security for
Issue,” “— Interfund Borrowing, Intrafund Borrowing and Cash Flow” and APPENDIX A — “COUNTY
OF LOS ANGELES INFORMATION STATEMENT — Cash Management Program.”

THE NOTES

The Notes will be issued in the aggregate principal amount of $500,000,000. The Notes will be
issued in book-entry only form and, when delivered, will be registered in the name of Cede & Co., as
nominee for The Depository Trust Company (“DTC”), New York, New York, which will act as securities
depository for the Notes. Purchasers of the Notes will not receive certificates representing their
ownership interest in the Notes purchased. See APPENDIX D — “BOOK-ENTRY ONLY SYSTEM.”
Beneficial ownership interests in the Notes may be transferred only in accordance with the rules and
procedures of DTC.

The Notes will be dated July 2, 2007, will mature on June 30, 2008, and will be issued in fully
registered form. The Notes are not subject to redemption prior to maturity.

The Notes will be issued in denominations of $5,000 and any integral multiple thereof
(“Authorized Denominations”) and will bear interest at the rate set forth on the cover page hereof.
Interest on the Notes will be payable at maturity and will be computed on the basis of a 360-day year
comprised of twelve 30-day months. Principal and interest will be payable in immediately available
funds, upon presentation and surrender of the Notes at the office of the Treasurer, serving as the Paying
Agent with respect to the Notes.

Authority for Issuance

The Notes are being issued under the authority of the Act and pursuant to the Resolution and are
subject to the terms and conditions of the Financing Certificate.

Purpose of Issue

Issuance of the Notes will provide moneys to help meet Fiscal Year 2007-08 County General
Fund expenditures, including current expenses, capital expenditures and the discharge of other obligations
or indebtedness of the County. The proceeds of the Notes will be invested in the Pooled Surplus
Investments Fund (the “Treasury Pool”) until expended. See APPENDIX A — “COUNTY OF LOS
ANGELES INFORMATION STATEMENT - Financial Summary — Los Angeles County Pooled Surplus
Investments”.



Security for Issue

The 2007-08 Tax and Revenue Anticipation Notes issued under and pursuant to the Resolution
and the Financing Certificate are ratably secured by a pledge of the first $174,000,000 of unrestricted
taxes, income, revenue, cash receipts and other moneys to be received by the County on and after
December 20, 2007; the first $90,000,000 of unrestricted taxes, income, revenue, cash receipts and other
moneys to be received by the County on and after January 1, 2008; the first $57,000,000 of unrestricted
taxes, income, revenue, cash receipts and other moneys to be received by the County on and after
February 1, 2008; the first $61,000,000 of unrestricted taxes, income, revenue, cash receipts and other
moneys to be received by the County on and after March 1, 2008; and the first $118,000,000 (plus an
amount equal to the interest on the Notes that has accrued and will accrue to maturity) of unrestricted
taxes, income, revenue, cash receipts and other moneys to be received by the County on and after April
20, 2008.

Pursuant to Section 53856 of the Act, the Notes and the interest thereon are a lien and charge
against, and are payable from, such pledged moneys. In addition to such pledged moneys, pursuant to
Section 53857 of the Act, the Notes are general obligations of the County, and, to the extent not payable
from the taxes, income, revenue, cash receipts and other moneys of the County pledged for Fiscal Year
2007-08 for the payment thereon shall be paid with interest thereon only from any other moneys of the
County lawfully available therefor. The County is not authorized to levy or collect any tax for the
repayment of the Notes.

In accordance with the terms of the Resolution, the County Auditor-Controller (the “Auditor-
Controller”) will deposit with the Treasurer the money pledged for the repayment of the Notes into the
2007-08 TRANs Repayment Fund for the Notes (the “Repayment Fund”). Moneys pledged for the
payment of the Notes will be deposited into the Repayment Fund in the amount and at the times described
above. The Treasurer will hold the pledged money until the Notes are paid. The Resolution provides that
such amounts may not be used for any other purpose and may be invested in Permitted Investments
(herein defined). Interest on amounts in the Repayment Fund will be credited to the General Fund of the
County. See “SUMMARY OF CERTAIN PROVISIONS OF THE RESOLUTION AND THE
FINANCING CERTIFICATE — Permitted Investments.”

As more particularly described under the heading “THE NOTES - Interfund Borrowing, Intrafund
Borrowing and Cash Flow,” the County may, under certain circumstances, undertake interfund borrowing
to fund shortages in the General Fund. While the County does not expect to resort to any such interfund
borrowing, Section 6 of Article XVI of the California Constitution requires that any such borrowing be
repaid from revenues before any other obligation of the County (including the Notes) is paid from such
revenues.

Available Sources of Payment

The Notes, in accordance with California law, are general obligations of the County, and, to the
extent not paid from the taxes, income, revenue, cash receipts and other moneys of the County pledged
for the payment thereof shall be paid with interest thereon from any other moneys of the County lawfully
available therefor. The County is not authorized, however, to levy or collect any tax for repayment of the
Notes. Pursuant to the Act, no obligations, including the Notes, may be issued thereunder if the principal
of and interest on such obligations is in excess of 85 percent of the estimated amount of the then
uncollected taxes, income, revenue, cash receipts and other moneys which will be available for the
payment of such principal and interest. See “THE NOTES — Security for Issue.”



The County estimates that the total moneys to be available for payment of the principal of and
interest on the 2007-08 Tax and Revenue Anticipation Notes, including the pledged amounts, will be in
excess of approximately $6.5 billion as indicated in the table below. Except for pledged amounts, these
moneys will be expended during the course of the fiscal year, and no assurance can be given that any
moneys, other than the pledged amounts, will be available to pay the 2007-08 Tax and Revenue
Anticipation Notes and the interest thereon.

COUNTY OF LOS ANGELES
ESTIMATED GENERAL FUND UNRESTRICTED REVENUES
FISCAL YEAR 2007-08
BASED ON PROPOSED BUDGET®

Source Amount
Property Taxes $3,589,820,000
Other Taxes 199,577,000
Subvention and Grants
In-Lieu Taxes 526,912,000
Homeowner’s Exemptions 20,500,000
Fines, Forfeitures, and Penalties 201,012,000
Licenses, Permits and Franchises 56,114,000
Charges for Services 1,742,683,000
Use of Money and Property 131,401,000
Other Intergovernmental Transfers 50,000,000
Total $6.518,049,000
Less amount pledged for payment of the Notes” (522,375.000)
Net total in excess of pledged revenues $5,995.674,000

(" Reflects revenues set forth in the 2007-08 Proposed Budget (defined herein) adopted by the Board of
Supervisors on April 17, 2007. Information subject to change to reflect the impact of the 2007-08 State Budget
and other matters. See “THE NOTES — State of California Finances” and APPENDIX A — “COUNTY OF
LOS ANGELES INFORMATION STATEMENT — Budgetary Information.”

@ Based on $500,000,000 aggregate principal amount of Notes, plus an amount equal to interest thereon.

State of California Finances

On May 14, 2007, the Governor released the May Revision (the “May Revision”) to the 2007-08
Proposed Budget (the “2007-08 Proposed Budget”). The May Revision projects State General Fund
revenues and transfers will be approximately $102.3 billion (inclusive of State General Fund revenues
transferred to the Budget Stabilization Account) and State General Fund expenditures will be
approximately $103.8 billion for Fiscal Year 2007-08, resulting in a $1.5 billion excess of expenditures
over revenues for Fiscal Year 2007-08, which is expected to be addressed by Fiscal Year 2006-07’s
projected ending reserve fund balance of $3.7 billion, thereby reducing the expected year-end reserve
balance to approximately $2.2 billion. The May Revision reflects an aggregate $2.3 billion in lower
revenues and higher costs relative to the budget outlook set forth in the 2007-08 Proposed Budget and
proposes approximately $2.4 billion in new budget solutions, including the suspension of the January
2008 Supplemental Security Income/State Supplementary Payment Program cost-of-living adjustment in
the amount of $185 million for Fiscal Year 2007-08 and $370 million for Fiscal Year 2008-09 and the
retention of proposals to suspend the July 2007 CalWORKs COLA, the imposition of new time limits and
sanctions on children whose parents cannot or will not comply with participation requirements and the
shift of certain CalWORKSs child care costs to Proposition 98 funds. The County estimates that there will



be an overall net loss of $29.4 million to the County for Fiscal Year 2007-08 as a result of the changes in
the 2007-08 Proposed Budget and the May Revision.

On May 15, 2007, the State’s Legislative Analyst’s Office released an analysis of the May
Revision entitled Overview of the 2007-08 May Revision (the “LAO Overview”). According to the LAO
Overview, the economic and revenue forecasts set forth in the May Revision are generally reasonable in
light of the economic uncertainties associated with the housing market and the prices of crude oil and
retail gasoline, but also contain risks attendant to court cases with large fiscal liabilities, retiree health
unfunded liabilities (identified to be $47.9 billion by the State Controller) and lower-than-expected
property tax receipts. The LAO Overview states that the May Revision relies on a number of optimistic
assumptions that could result in the State’s General Fund reserve at the end of Fiscal Year 2007-08 being
overstated by as much as $1.7 billion (which would result in a $529 million reserve). The LAO Overview
further states that the State Legislature will face a significant challenge to develop a Fiscal Year 2007-08
budget that realistically reflects revenues and spending while maintaining a prudent reserve, and that the
State Legislature should identify solutions that realistically balance the State’s finances on an ongoing
basis while avoiding new ongoing commitments absent identified funding therefor.

The Fiscal Year 2007-08 State Budget (the “2007-08 State Budget”) is expected to be subject to
significant negotiation and revision prior to its ultimate adoption. There can be no assurances that the
final 2007-08 State Budget will not place additional burdens on local governments, including the County,
or will not significantly reduce revenues to such local governments. The 2007-08 State Budget is subject
to approval by the State Legislature, and the County cannot predict the ultimate impact of the final
approved 2007-08 State Budget on the County’s financial situation. In the event the final 2007-08 State
Budget includes decreases in County revenues or increases in required County expenditures from the
levels assumed by the County, the County will be required to generate additional revenues or curtail
programs and/or services to ensure a balanced budget. See APPENDIX A - “COUNTY OF LOS
ANGELES INFORMATION STATEMENT.”



Interfund Borrowing, Intrafund Borrowing and Cash Flow

County General Fund expenditures tend to occur in level amounts throughout the fiscal year.
Conversely, receipts have followed an uneven pattern primarily as a result of secured property tax
installment payment dates in December and April and as a result of delays in payments from other
governmental agencies, the two largest sources of County revenues. As a result, the General Fund cash
balance prior to Fiscal Year 1977-78 had typically been negative for most of the year and had been
covered by interfund borrowings pursuant to Section 6 of Article XVI of the California Constitution and
intrafund borrowings. “Interfund borrowing” is borrowing from specific funds of other governmental
entities whose funds are held in the County Treasury. “Intrafund borrowing” is borrowing for General
Fund purposes against funds held in trust by the County. Because General Fund interfund borrowings
caused disruptions in the County’s management of the General Fund’s pooled investments, beginning in
1977 the County has regulated its cash flow by issuing tax anticipation notes and tax and revenue
anticipation notes for the General Fund and by using intrafund borrowing. All notes issued in connection
with the County’s cash management program, with the exception of $500,000,000 in aggregate principal
amount of tax and revenue anticipation notes issued in Fiscal Year 2006-07 which are due June 29, 2007,
have been repaid on their respective maturity dates. Sufficient revenues have been reserved in a
repayment fund held by the County, separate from the General Fund, to repay the 2006-07 Tax and
Revenue Anticipation Notes at maturity.

To the extent necessary, the County intends to use intrafund (and not interfund) borrowing to
cover General Fund cash needs, including projected year-end cash requirements, if any. Should the
County find it necessary to resort to interfund borrowing, then such borrowing, pursuant to the California
Constitution, may not occur after the last Monday in April of each year and shall be repaid before any
other obligation of the County. The County does not intend to engage in interfund borrowing for the
General Fund nor has it done so since the implementation of the General Fund cash management program
in Fiscal Year 1977-78.

GENERAL FUND CASH FLOW

The Auditor-Controller has prepared the following five-year summary of month-end cash
balances in the General Fund. Also shown on the following pages is a detailed analysis of the Fiscal Year
2006-07 General Fund cash flow (which includes actual figures for the first ten months of such fiscal year
and projections for the remainder of such fiscal year) and of the projected cash flow for Fiscal Year 2007-
08. The cash flow projections are based on the 2007-08 Proposed Budget adopted by the Board of
Supervisors on April 17, 2007 (the “2007-08 Proposed Budget”). Such cash flow projections could
change based on the final form of the County’s 2007-08 Budget, when adopted.



COUNTY OF LOS ANGELES
GENERAL FUND
MONTH-END CASH BALANCES"
FISCAL YEARS 2002-03 THROUGH 2006-07
(In Thousands)

2002-03? 2003-04® 2004-05% 2005-06" 2006-07®
JUlY oo $976,113 $1,078,529 $1,495,033 $1,261,166 $1,494,833
AUGUS ...oooeeaan 856,749 667,423 1,033,691 1,032,306 1,238,335
September.............. 691,326 308,176 720,170 763,434 885,254
October.................. 447,121 302,740 436,387 340,692 476,851
November.............. 245917 192,258 184,646 (94,322)7 307,807
December .............. 498,302 689,307 831,138 174,098 845,828
614,206 503,898 1,083,012 559,038 1,244,232
573,555 554,452 861,378 471,091 1,026,082
295,964 303,562 284,599 380,571 733,242
(9,302)7 272,210 412,913 498,427 822,218

607,547 412,805 1,056,905 871,221 1,432,864®

918,806 986,202 1,241,153 1,617,756 1,257,067®

() Month-end balances include the effects of intrafund borrowing net of deposits to the repayment funds relating to the short-term
notes. See “THE NOTES — Interfund Borrowing, Intrafund Borrowing and Cash Flow.” See also APPENDIX A — “COUNTY
OF LOS ANGELES INFORMATION STATEMENT — Cash Management Program.”

@ Includes receipt in July 2002 of proceeds from sale of $650,000,000 of 2002-03 Tax and Revenue Anticipation Notes, Series A.

® Includes receipt in July 2003 of proceeds from sale of $600,000,000 of 2003-04 Tax and Revenue Anticipation Notes, Series A.

@ Includes receipt in July 2004 of proceeds from sale of $600,000,000 of 2004-05 Tax and Revenue Anticipation Notes, Series A.

® Includes receipt in July 2005 of proceeds from sale of $500,000,000 of 2005-06 Tax and Revenue Anticipation Notes, Series A.

© Includes receipt in July 2006 of proceeds from sale of $500,000,000 of 2006-07 Tax and Revenue Anticipation Notes, Series A.

(™ Certain monthly periods may reflect negative cash balances. The borrowable resources that were available to provide coverage
for the deficits are set forth in APPENDIX A.

® Estimated.



COUNTY OF LOS ANGELES

GENERAL FUND CASH FLOW ANALYSIS

FISCAL YEAR 2006-07
(in thousands)
ACTUALS THROUGH APRIL

July August September October November December

2006 2006 2006 2006 2006 2006
Beginning Balance $1,617,756.0 $1,494,833.0 $1,238,335.0 $885,254.4 $476,851.4 $307,807.4
Receipts
Property Taxes $168,832.0 $86,300.0 ($21.0) $0.0 $44,607.0 $854,464.0
Sales and Other Taxes 13,547.0 22,186.0 21,203.0 5,429.0 12,092.0 25,388.0
Licenses, Permits & Franchises 1,855.0 6,952.0 3,124.0 3,487.0 398.0 2,264.0
Fines, Forfeitures & Penalties 14,371.0 20,796.0 13,315.0 13,530.0 19,133.0 13,045.0
Revenue From Use of Money & Property 42,247.0 17,478.0 23,841.0 17,843.0 13,694.0 18,459.0
Intergovernmental Revenue 255,158.0 179,501.0 207,505.0 293,019.0 313,482.0 329,431.0
Charges for Current Services 109,678.0 122,896.0 65,233.0 96,431.0 66,676.0 149,150.0
Other Revenue 14,312.0 11,316.0 6,289.0 11,671.0 6,797.0 33,836.0
Expenditure Transfers & Reimbursements 5,236.0 26,903.0 65,914.0 7,915.0 224,555.0 7,050.0
Welfare Advances 224,925.0 209,508.0 202,426.0 402,969.0 261,442.0 341,840.0
Other Receipts 28,157.0 33,402.0 24,044.0 (19,109.0) 9,164.0 39,860.0
Intrafund Transfer 0.0 0.0 0.0 0.0 0.0 0.0
TRANSs Sold 500,000.0 0.0 0.0 0.0 0.0 0.0
TRANs Reserve 0.0 0.0 0.0 0.0 0.0 0.0
Total Receipts $1,378,318.0 $737,238.0 $632,873.0 $833,185.0 $972,040.0 $1,814,787.0
Disbursements
Welfare Warrants $178,996.0 $173,823.0 $183,570.0 $277,564.0 $190,212.0 $194,735.0
Salaries & Employee Benefits 784,859.0 322,574.0 466,436.0 437,786.0 471,178.0 476,961.0
Services & Supplies and Fixed Assets 383,281.0 262,123.0 230,525.0 297,194.0 325,588.0 244,610.0
Interfund Billings 154,105.0 235,216.0 105,422.6 229,044.0 154,106.0 186,460.0
TRANs Pledge Transfer 0.0 0.0 0.0 0.0 0.0 174,000.0
TRANs Repayment 0.0 0.0 0.0 0.0 0.0 0.0
Intrafund Transfer Repayment 0.0 0.0 0.0 0.0 0.0 0.0
Total Disbursements $1,501,241.0 $993,736.0 $985,953.6 $1,241,5688.0 $1,141,084.0 $1,276,766.0
Ending Balance $1,494,833.0  $1,238,335.0 $885,254.4 $476,851.4 $307,807.4 $845,828.4
TRANs Repayment Fund
Beginning Balance $0.0 $0.0 $0.0 $0.0 $0.0 $0.0
Receipts 0.0 0.0 0.0 0.0 0.0 174,000.0
Disbursements 0.0 0.0 0.0 0.0 0.0 0.0
Ending Balance $0.0 $0.0 $0.0 $0.0 $0.0 $174,000.0

*Detail may not add due to rounding




January February March April May June
2007 2007 2007 2007 2007 2007 Total
$845,828.4 $1,244,232.4 $1,026,082.4 $733,242.4 $822,218.4 $1,432,864.0
$733,442.0 $132,852.0 $21,095.0 $639,829.0 $630,287.7 $33,735.1 $3,345,422.8
16,101.0 22,527.0 15,938.0 9,774.0 17,078.7 13,640.3 194,904.0
1,761.0 1,731.0 16,041.0 2,370.0 7,755.7 6,761.3 54,500.0
12,596.0 24,664.0 19,194.0 14,361.0 29,433.4 29,281.6 223,720.0
17,888.0 19,663.0 30,721.0 18,839.0 15,135.7 19,951.3 255,760.0
266,928.0 308,603.0 315,151.0 255,547.0 351,775.3 365,030.5 3,441,130.8
106,052.0 80,865.0 146,898.0 91,016.0 148,151.9 157,811.6 1,340,858.5
20,798.0 9,750.0 6,145.0 106,852.0 7,793.9 7,525.1 243,085.0
239,004.0 50,512.0 33,326.0 7,012.0 199,746.0 13,828.7 881,001.7
339,605.0 227,158.0 277,132.0 296,446.0 293,324.1 295,665.1 3,372,440.2
(4,258.0) 15,761.0 7,202.0 4,782.0 6,060.0 4,935.0 150,000.0
0.0 0.0 0.0 0.0 0.0 0.0 0.0
0.0 0.0 0.0 0.0 0.0 0.0 500,000.0
0.0 0.0 0.0 0.0 0.0 522,250.0 522,250.0
$1,749,917.0 $894,086.0 $888,843.0 $1,446,828.0 $1,706,542.5 $1,470,415.5 $14,525,073.0
$191,932.0 $202,489.0 $186,830.0 $194,378.0 $198,154.2 $193,316.8 $2,366,000.0
494,324.0 508,597.0 463,181.0 494,877.0 494,572.6 465,296.4 5,880,642.0
277,258.0 249,656.0 249,324.0 266,821.0 312,694.7 300,925.3 3,400,000.0
297,999.0 94,494.0 221,348.0 261,526.0 90,475.4 164,423.8 2,194,619.8
90,000.0 57,000.0 61,000.0 140,250.0 0.0 0.0 522,250.0
0.0 0.0 0.0 0.0 0.0 522,250.0 522,250.0
0.0 0.0 0.0 0.0 0.0 0.0 0.0
$1,351,513.0 $1,112,236.0 $1,181,683.0 $1,357,852.0 $1,095,896.9 $1,646,212.3 $14,885,761.8
$1,244,232.4 $1,026,082.4 $733,242.4 $822,218.4 $1,432,864.0 $1,257,067.2
$174,000.0 $264,000.0 $321,000.0 $382,000.0 $522,250.0 $522,250.0 $0.0
90,000.0 57,000.0 61,000.0 140,250.0 0.0 0.0 522,250.0
0.0 0.0 0.0 0.0 0.0 522,250.0 522,250.0
$264,000.0 $321,000.0 $382,000.0 $522,250.0 $522,250.0 $0.0 $0.0




COUNTY OF LOS ANGELES

FISCAL YEAR 2007-08
(in thousands)
12-MONTHS PROJECTION

GENERAL FUND CASH FLOW ANALYSIS

July August September October November December

2007 2007 2007 2007 2007 2007
Beginning Balance $1,257,067.2 $879,711.1 $588,245.0 $252,249.5  ($199,557.4) ($460,599.6)
Receipts
Property Taxes $145,078.1 $86,964.2 ($21.3) $0.0 $36,173.8 $888,126.4
Sales and Other Taxes 13,547.0 22,186.0 22,207.0 5,279.2 12,661.6 26,005.6
Licenses, Permits & Franchises 1,912.9 7,168.9 3,221.4 3,595.8 410.4 2,334.6
Fines, Forfeitures & Penalties 13,939.3 20,171.3 12,915.1 13,123.6 18,558.3 12,653.2
Revenue From Use of Money & Property 39,223.5 16,568.8 22,5811 17,348.6 13,052.9 17,508.7
Intergovernmental Revenue 254,701.2 187,023.8 212,368.2 280,491.3 315,862.8 338,489.6
Charges for Current Services 102,030.9 132,641.6 67,710.9 97,962.8 69,400.7 151,967.1
Other Revenue 13,325.0 10,535.6 5,855.3 10,866.1 6,328.2 30,696.2
|Expenditure Transfers & Reimbursements 5,236.0 32.0 150,002.0 4,775.0 160,838.0 6,259.0
Welfare Advances 233,596.2 217,531.6 210,148.6 418,434.9 271,500.8 355,032.8
Other Receipts 278,157.0 33,402.0 24,044.0 (19,109.0) 9,164.0 39,860.0
Intrafund Transfer 0.0 0.0 0.0 0.0 0.0 0.0
TRANs Sold 500,000.0 0.0 0.0 0.0 0.0 0.0
TRANs Reserve 0.0 0.0 0.0 0.0 0.0 0.0
Total Receipts $1,600,747.2 $734,225.7 $731,032.3 $832,768.2 $913,951.6 $1,868,933.2
|Disbursements
\Welfare Warrants $179,103.8 $173,250.0 $182,905.3 $275,925.9 $189,299.3 $193,882.4
Salaries & Employee Benefits 1,240,970.2 384,285.1 528,168.9 495,122.6 533,487.5 539,384.4
Services & Supplies and Fixed Assets 394,779.4 269,986.7 237,440.8 306,109.8 335,355.6 251,948.3
Interfund Billings 163,249.8 198,170.0 118,512.8 207,416.9 116,851.3 188,105.7
TRANSs Pledge Transfer 0.0 0.0 0.0 0.0 0.0 174,000.0
TRANs Repayment 0.0 0.0 0.0 0.0 0.0 0.0
Intrafund Transfer Repayment 0.0 0.0 0.0 0.0 0.0 0.0
Total Disbursements $1,978,103.3 $1,025,691.7 $1,067,027.8 $1,284,575.2 $1,174,993.8 $1,347,320.8
|Ending Balance $879,711.1 $588,245.0 $252,249.5  ($199,557.4) ($460,599.6) $61,012.8
TRANs Repayment Fund
Beginning Balance $0.0 $0.0 $0.0 $0.0 $0.0 $0.0
Receipts 0.0 0.0 0.0 0.0 0.0 174,000.0
Disbursements 0.0 0.0 0.0 0.0 0.0 0.0
Ending Balance $0.0 $0.0 $0.0 $0.0 $0.0 $174,000.0

*Detail may not add due to rounding
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January February March April May June
2008 2008 2008 2008 2008 2008 Total
$61,012.8 $542,805.3 $277,014.1 $65,440.5 $397,510.3 $761,265.5
$775,137 .1 $133,025.6 $21,733.1 $665,148.9 $645,371.1 $29,078.6 $3,425,815.6
16,529.2 23,087.7 16,411.7 10,161.9 17,605.4 14,161.7 199,844.0
1,815.9 1,785.0 16,541.4 2,443.9 7,997.7 6,972.2 56,200.0
12,217.6 23,923.2 18,617.5 13,929.6 28,549.3 28,402.0 217,000.0
17,262.1 18,451.9 29,024 .5 17,780.8 14,333.6 19,263.7 242,400.0
261,635.3 311,707.4 323,528.2 258,822.2 352,666.1 366,995.9 3,464,292.0
105,719.6 78,876.6 151,235.2 94,196.6 152,317.2 161,940.8 1,366,000.0
19,363.7 9,077.6 5,721.2 106,557.1 7,256.4 7,006.1 232,588.4
58,594.5 6,515.0 28,619.0 158,050.0 46,566.3 213,828.7 839,315.5
352,689.1 235,841.3 287,779.0 307,823.1 304,617.0 307,005.6 3,502,000.0
(4,258.0) 15,761.0 7,202.0 4,782.0 6,060.0 4,935.0 400,000.0
0.0 0.0 0.0 0.0 0.0 0.0 0.0
0.0 0.0 0.0 0.0 0.0 0.0 500,000.0
0.0 0.0 0.0 0.0 0.0 522,375.0 522,375.0
$1,616,706.1 $858,052.2 $906,412.8 $1,639,696.1 $1,583,340.0 $1,681,965.3 $14,967,830.5
$191,079.6 $201,480.6 $185,850.5 $193,450.1 $199,149.4 $194,623.0 $2,360,000.0
493,794.7 510,137.4 457,428.5 493,717.9 492,457.9 458,689.0 6,627,644.0
285,575.7 257,145.7 256,803.7 274,825.6 322,075.5 309,953.1 3,502,000.0
74,463.5 98,079.7 156,903.7 205,257.6 205,901.9 244,940.9 1,977,853.8
90,000.0 57,000.0 61,000.0 140,375.0 0.0 0.0 522,375.0
0.0 0.0 0.0 0.0 0.0 522,375.0 522,375.0
0.0 0.0 0.0 0.0 0.0 0.0 0.0
$1,134,913.5 $1,123,843.3 $1,117,986.4 $1,307,626.2 $1,219,584.8 $1,730,581.0 $15,512,247.8
$542,805.3 $277,014.1 $65,440.5 $397,510.3 $761,265.5 $712,649.9
$174,000.0 $264,000.0 $321,000.0 $382,000.0 $522,375.0 $522,375.0 $0.0
90,000.0 57,000.0 61,000.0 140,375.0 0.0 0.0 522,375.0
0.0 0.0 0.0 0.0 0.0 522,375.0 522,375.0
$264,000.0 $321,000.0 $382,000.0 $522,375.0 $522,375.0 $0.0 $0.0
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SUMMARY OF CERTAIN PROVISIONS OF THE RESOLUTION
AND THE FINANCING CERTIFICATE

The following is a summary of certain provisions of the Resolution and the Financing Certificate.
This summary is not to be considered a full statement of the terms of the Resolution or the Financing
Certificate and accordingly is qualified by reference thereto and is subject to the full text thereof. Except
as otherwise defined herein, capitalized terms used in this Official Statement without definition have the
respective meanings set forth in the Financing Certificate.

Resolution to Constitute Contract

In consideration of the purchase and acceptance of any and all of the Notes authorized to be
issued under the Resolution by those who will own said Notes from time to time, the Resolution
constitutes a contract between the County and the Holders of the Notes; and the pledge made in the
Resolution and the Financing Certificate and the covenants and agreements contained in the Resolution
and the Financing Certificate to be performed by and on behalf of the County will be for the equal benefit,
protection and security of the Holders of any and all of the Notes, all of which will be of equal rank
without preference, priority or distinction of any of the Notes over any other thereof, except as expressly
provided in or permitted by the Financing Certificate.

Covenants of the County

The County covenants under the Financing Certificate that it will not issue any notes, or
otherwise incur any indebtedness, pursuant to the Act with respect to its Fiscal Year 2007-08 in an
amount which, when added to the interest payable thereon, shall exceed 85 percent of the estimated
amount of the then-uncollected taxes, income, revenue, cash receipts, and other moneys of the County
which will be available for the payment of said notes or other indebtedness and the interest thereon;
provided, however, that to the extent that any principal of or interest on such notes or other indebtedness
is secured by a pledge of the amount in any inactive or term deposit of the County, the term of which will
terminate during said fiscal year, such principal and interest may be disregarded in computing said limit.

In order to maintain the exclusion from gross income for federal income tax purposes of interest
on the Notes, the County covenants to comply with each applicable requirement of the Internal Revenue
Code of 1986, as amended, necessary to maintain the exclusion of interest on the Notes from gross
income for federal income tax purposes in that the County agrees to comply with the covenants contained
in, and the instructions given pursuant to, the Tax Certificate prepared for the County by Bond Counsel,
as such Tax Certificate may be amended from time to time. The County further covenants that it will
make all calculations relating to any rebate of excess investment earnings on the Note proceeds due to the
United States Department of the Treasury in a reasonable and prudent fashion and will segregate and set
aside the amounts such calculations indicate may be required to be paid to the United States Department
of the Treasury.

Notwithstanding any other provision of the Financing Certificate to the contrary, upon the
County’s failure to observe, or refusal to comply with, the foregoing tax covenants, the Holders of the
Notes, and any adversely affected former Holders of the Notes, will be entitled to exercise any right or
remedy provided to the Holders under the Financing Certificate.
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Paying Agent and Note Registrar

The Treasurer will act as Paying Agent and as Note Registrar for the Notes. The Paying Agent
may at any time resign and be discharged of the duties and obligations created by the Financing
Certificate by giving at least 60 days’ written notice to the County. Any Paying Agent may be removed at
any time by an instrument filed with such Paying Agent and signed by the County. In the event of the
resignation or removal of a Paying Agent, the County may appoint a successor Paying Agent in
accordance with the terms of the Financing Certificate. A successor Paying Agent will be a commercial
bank with trust powers or a trust company organized under the laws of any state of the United States or a
national banking association, having capital and surplus aggregating at least $100,000,000. Resignation
or removal of a Paying Agent will be effective upon appointment and acceptance of a successor Paying
Agent. In no event shall the resignation or removal of the Paying Agent become effective prior to the
assumption of such resigning or removed Paying Agent’s duties and obligations by a successor Paying
Agent.

Negotiability and Transfer of the Notes

The Holders of the Notes which are evidenced by registered certificates may transfer such Notes
upon the books maintained by the Note Registrar, in accordance with the Financing Certificate.

The County and any Paying Agent may deem and treat the Holder of any Note as the absolute
owner of such Note, regardless of whether such Note is overdue, for the purpose of receiving payment
thereof and for all other purposes, and all such payments so made to any such Holder or upon his or her
order will satisfy and discharge the liability upon such Note to the extent of the sum or sums so paid, and
neither the County nor any Paying Agent will be affected by any notice to the contrary. Cede & Co., as
nominee of DTC, or such other nominee of DTC or any successor securities depository or the nominee
thereof, will be the Holder of the Notes as long as the beneficial ownership of the Notes is held in book-
entry form in the records of such securities depository. See APPENDIX D — “BOOK-ENTRY ONLY
SYSTEM.”

Permitted Investments

Moneys on deposit in the Repayment Fund will be retained therein until applied to the payment of
the principal of and interest on the Notes. Such amounts may not be used for any other purpose, although
they may be invested in Permitted Investments (“Permitted Investments”). Permitted Investments are
investments approved in writing by the Treasurer as prudent and appropriate for the funds to be invested
and permitted by law and any policy guidelines promulgated by the County. In addition, the Financing
Certificate specifically designates the following investments as Permitted Investments, subject to certain
limitations more fully described in the Financing Certificate:

e Obligations of, or guaranteed as to principal and interest by, the United States of
America, or by any agency or instrumentality thereof when such obligations are backed by the
full faith and credit of the United States of America.

2) Obligations of instrumentalities or agencies of the United States of America
limited to the following: (a) the Federal Home Loan Bank Board (“FHLB”); (b) the Federal
Home Loan Mortgage Corporation (“FHLMC”); (c) the Federal National Mortgage Association
(FNMA); (d) Federal Farm Credit Bank (“FFCB”); (e) Government National Mortgage
Association (“GNMA”); (f) Student Loan Marketing Association (“SLMA”); and (g) guaranteed
portions of Small Business Administration (“SBA”) notes.
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3) Commercial Paper having original maturities of not more than 270 days, payable
in the United States of America and issued by corporations that are organized and operating in the
United States with total assets in excess of $500 million and having “A” or better rating for the
issuer’s long-term debt as provided by Moody’s Investors Service, Inc. (“Moody’s”), Standard &
Poor’s (“S&P”), or Fitch Ratings (“Fitch”) and “P-17, “A-17, “F1” or better rating for the issuer’s
short-term debt, as provided by Moody’s, S&P, or Fitch, respectively. The maximum total par
value may be up to 15% of the total amount held by the Treasurer in accordance with the
Financing Certificate.

“4) The Los Angeles County Treasury Pool.

®) Bills of exchange or time drafts drawn on and accepted by a commercial bank,
otherwise known as “bankers’ acceptances,” having original maturities of not more than 180
days, with a maximum par value of 40% of the total amount held by the Treasurer in accordance
with the Financing Certificate. The institution must have a minimum short-term debt rating of
“A-17, “P-17, or “F1” by S&P, Moody’s, or Fitch, respectively, and a long-term debt rating of no
less than “A” by S&P, Moody’s or Fitch.

(6) Shares of beneficial interest issued by diversified management companies,
known as money market funds, registered with the Securities and Exchange Commission under
the Investment Company Act of 1940 (15 U.S.C. Sec. 80a-1 et sq.) and whose fund has received
the highest possible rating from S&P and at least one other nationally recognized securities rating
agency. The maximum par value may be up to 15% of the total amount held by the Treasurer in
accordance with the Financing Certificate.

(7) Negotiable certificates of deposit issued by a nationally- or state-chartered bank
or a state or federal association (as defined by Section 5102 of the California Financial Code) or
by a state-licensed branch of a foreign bank, in each case which has, or which is a subsidiary of a
parent company which has, obligations outstanding having a rating of “A” or better from S&P,
Moody’s or Fitch. The maximum par value may be up to 30% of the total amount held by the
Treasurer in accordance with the Financing Certificate.

() Repurchase agreements which have a maximum maturity of 30 days and are fully
secured at or greater than 102% of the market value plus accrued interest by obligations of the
United States Government, its agencies and instrumentalities, in accordance with number (2)
above. The maximum par value per issuer may not exceed $250,000,000 and the maximum total
par value for all such agreements with funds held by the Treasurer under the Financing Certificate
may not exceed $500,000,000.

) Investment agreements and guaranteed investment contracts with issuers having
a long-term debt rating of at least “AA” or “Aa2” by S&P or Moody’s, respectively.

Supplemental Resolutions and Supplemental Financing Certificates

Any amendment of or supplement to the Financing Certificate and of the rights and obligations of

the County and of the Holders of the Notes may be made by a Supplemental Financing Certificate of the
Treasurer, with the written consent of the Holders of at least a majority in principal amount of the Notes
outstanding at the time such consent is given; provided, however, that if such supplement or amendment
will, by its terms, not take effect so long as any particular Notes remain outstanding, the consent of the
Holders of such Notes will not be required. No such supplement or amendment may (i) permit a change
in the terms of maturity of the principal of any Notes or of the interest rate thereon or a reduction in the
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principal amount thereof without the consent of the Holders of such Notes, or (ii) change the dates or
amounts of the pledge set forth in the Resolution or the Financing Certificate, or (iii) reduce the
percentage of the Holders of the Notes required to approve such Supplemental Financing Certificate
without the consent of all of the Holders of the affected Notes, or (iv) change or modify any of the rights
or obligations of the Paying Agent without its written consent thereto.

Additionally, a Supplemental Resolution of the County may be adopted or a Supplemental
Financing Certificate may be executed, without the consent of the Holders, (i) to add covenants and
agreements to be observed by the County which are not contrary to or inconsistent with the Resolution or
the Financing Certificate, (ii) to add limitations and restrictions to be observed by the County which are
not contrary to or inconsistent with the Resolution or the Financing Certificate, (iii) to confirm as further
assurance, any pledge under, and the subjection to any lien or pledge created or to be created by the
Resolution or the Financing Certificate, of any moneys, securities or funds or to establish any additional
funds or accounts to be held under the Resolution or the Financing Certificate, (iv) to cure any ambiguity,
supply any omission, or cure or correct any defect or inconsistent provision in the Resolution or the
Financing Certificate, (v) to supplement or amend the Resolution or the Financing Certificate as required
to obtain a rating for the Notes, or any portion thereof, from any rating agency, provided that the County
obtains an opinion of bond counsel to the effect that such Supplemental Resolution or Supplemental
Financing Certificate does not adversely affect the interests of the Holders, or (vi) to supplement or
amend the Resolution or Financing Certificate in any other respect, provided that the County obtains an
opinion of bond counsel to the effect that such Supplemental Resolution or Supplemental Financing
Certificate does not adversely affect the interests of the Holders.

Events of Default

Any one or more of the following will constitute an “Event of Default” under the Resolution and
the Financing Certificate:

) default in the due and punctual payment of the principal of or interest on any
Notes when and as the same become due and payable;

2) default in the performance or observance by the County of any other of the
covenants, agreements or conditions required to be performed or observed by the County
pursuant to the Financing Certificate, the Resolution or any of the Notes and the continuation of
such default for a period of 60 days after written notice thereof to the County by the Holders of
not less than 10 percent in aggregate principal amount of the outstanding Notes; or

3) filing by the County of a petition for relief under the federal bankruptcy laws.

Whenever any Event of Default shall have happened and be continuing, the Holders of the Notes,
and any adversely affected former Holders of the Notes, and their legal representatives, will be entitled to
take any and all actions available at law or in equity to enforce the performance of the covenants in the
Financing Certificate and in the Act. Nothing in the Financing Certificate will preclude an individual
Holder from enforcing such Holder’s rights to payment of principal of and interest on such Holder’s
Notes.

Payment of Unclaimed Moneys to County
Anything in the Financing Certificate to the contrary notwithstanding, any moneys held in trust

for the payment and discharge of any of the Notes which remain unclaimed for a period of one year after
the date when such Notes have become due and payable, if such moneys were so held at such date, or for
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one year after the date of deposit of such moneys if deposited after the date when such Notes became due
and payable, will be repaid to the County, as its absolute property and free from trust, and the Holders
may thereafter look only to the County for the payment of such Notes from legally available funds;
provided, however, that before any such payment is made to the County, the County will create (and
thereafter maintain until payment of all of the Notes) a record of the amount so repaid, and the County
will cause to be published at least twice, at any interval of not less than seven days between publications,
in Authorized Newspapers, a notice that said moneys remain unclaimed and that, after a date named in
said notice, which date may be not less than thirty days after the date of the first publication of such
notice, the balance of such moneys then unclaimed will be returned to the County.

TAX EXEMPTION

In the opinion of Nixon Peabody LLP, Bond Counsel, under existing statutes, regulations, rulings
and court decisions, interest on the Notes is excluded from gross income for federal income tax purposes
pursuant to Section 103(a) of the Internal Revenue Code of 1986, as amended (the “Code”). In addition,
Bond Counsel is of the opinion that the Notes are not “private activity bonds” within the meaning of
Section 141(a) of the Code and, therefore, interest on the Notes is not a specific item of tax preference for
purposes of the Code’s alternative minimum tax provisions. However, interest on the Notes received by a
corporation will be included in adjusted current earnings for purposes of computing such corporation’s
alternative minimum tax liability.

Bond Counsel is further of the opinion that interest on the Notes is exempt from personal income
taxes of the State of California under present State law. Bond Counsel expresses no opinion as to other
California tax consequences arising with respect to the Bonds nor as to the taxability of the Bonds or the
income therefrom under the laws of any state other than California.

The Notes are being offered at prices in excess of their principal amounts (“Premium Notes”).
An initial purchaser with an initial adjusted basis in a Premium Note in excess of its principal amount will
have amortizable bond premium which is not deductible from gross income for federal income tax
purposes. The amount of amortizable bond premium for a taxable year is determined actuarially on a
constant interest rate basis over the term of each Premium Note based on the purchaser’s yield to
maturity. For purposes of determining gain or loss on the sale or other disposition of a Premium Note, an
initial purchaser who acquires such obligation with an amortizable bond premium is required to decrease
such purchaser’s adjusted basis in such Premium Note annually by the amount of amortizable bond
premium for the taxable year. The amortization of bond premium may be taken into account as a
reduction in the amount of tax-exempt income for purposes of determining various other tax
consequences of owning such Premium Notes. Owners of the Notes are advised that they should consult
with their own advisors with respect to the state and local tax consequences of owning such Premium
Notes.

Under the Code and the Treasury Regulations promulgated thereunder (the “Regulations”), if the
County does not spend all of the proceeds of the Notes within six months after issuance (determined as
provided in the Code and the Regulations), the County must rebate to the federal government its arbitrage
profits, if any, in order for interest on the Notes to be excluded from gross income for federal income tax
purposes. The County expects to spend all of the proceeds of the Notes within six months of issuance. If,
however, it fails to do so, the County has covenanted to provide for and to set aside any required rebate
payment from moneys attributable to Fiscal Year 2007-08. The California Constitution generally
prohibits the County from incurring obligations payable from moneys other than moneys attributable to
the fiscal year in which such obligations are incurred. Accordingly, if, after the end of the Fiscal Year
2007-08, it is determined that the County’s calculations of expenditures of Note proceeds or of rebatable
arbitrage profits, if any, were incorrect and that the moneys attributable to Fiscal Year 2007-08 that were
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set aside were insufficient to meet the recalculated rebate requirement, it is unclear whether the County
could be compelled to pay the difference from the moneys attributable to the then current fiscal year. If
the amount required to be rebated to the federal government as recalculated is not paid, then it may be
determined that, retroactive to the issuance of the Notes, the interest on the Notes is not excluded from
gross income for federal income tax purposes.

In rendering such opinions, Bond Counsel has relied upon representations and covenants of the
County in the Resolution and in the County’s Tax and Nonarbitrage Certificate concerning the investment
and use of Note proceeds and the rebate to the federal government of certain earnings thereon, to the
extent required, from legally available moneys. In addition, Bond Counsel has assumed that all such
representations are true and correct and that the County will comply with such covenants (including the
covenant that rebate payments due the federal government, if any, will be timely made).

Bond Counsel has expressed no opinion with respect to the exclusion of interest on the Notes
from gross income under Section 103(a) of the Code in the event that any such representations are untrue
or the County should fail to comply with any of such covenants (including the covenant that rebate
payments due the federal government, if any, will be timely made), unless such failure to comply is based
on the advice or opinion of Bond Counsel. Bond Counsel has expressed no opinion regarding the effect, if
any, of legislation enacted after the date hereof, on the exclusion of interest on the Notes from gross
income for federal income tax purposes.

Ownership of the Notes may result in other Federal tax consequences to certain taxpayers,
including, without limitation, certain S corporations, foreign corporations with branches in the United
States, property and casualty insurance companies, individuals receiving Social Security or Railroad
Retirement benefits, individuals seeking to claim the earned income credit, and taxpayers (including
banks, thrift institutions and other financial institutions) who may be deemed to have incurred or
continued indebtedness to purchase or to carry the Notes.

Interest paid on tax-exempt obligations such as the Notes is subject to information reporting to
the Internal Revenue Service (the “IRS”) in a manner similar to interest paid on taxable obligations. In
addition, interest on the Notes may be subject to backup withholding if such interest is paid to a registered
owner that (a) fails to provide certain identifying information (such as the registered owner’s taxpayer
identification number) in the manner required by the IRS, or (b) has been identified by the IRS as being
subject to backup withholding.

Legislative or administrative actions and court decisions, at either the federal or state level, could
have an adverse impact on the potential benefits of the exclusion from gross income of the interest on the
Notes for Federal or state income tax purposes, and thus on the value or marketability of the Notes. This
could result from changes to Federal or state income tax rates, changes in the structure of Federal or state
income taxes (including replacement with another type of tax), repeal of the exclusion of the interest on
the Notes from gross income for Federal or state income tax purposes, or otherwise. It is not possible to
predict whether any legislative or administrative actions or court decisions having an adverse impact on
the Federal or state income tax treatment of holders of the Notes may occur. Prospective purchasers of
the Notes should consult their own tax advisers regarding such matters.

On May 21, 2007, the U.S. Supreme Court agreed to hear Davis v. Kentucky Dep’t Of Revenue
of The Finance and Admin. Cabinet, 197 S.W.3d 557 (2006), a case that has questioned the permissibility
under the U.S. Constitution of the Commonwealth of Kentucky providing for a state income tax
exemption for interest on obligations issued by Kentucky or its subdivisions while taxing interest on
obligations of other states or their subdivisions. The laws of the California currently result in such
differing treatment, by exempting interest on obligations of California and its subdivisions and
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instrumentalities from personal income tax while taxing the interest on obligations issued by other states
or their subdivisions or instrumentalities.

Bond Counsel has not undertaken to advise in the future whether any events after the date of
issuance and delivery of the Notes may affect the tax status of interest on the Notes. Bond Counsel
expresses no opinion as to any Federal, state or local tax law consequences with respect to the Notes, or
the interest thereon, if any action is taken with respect to the Notes or the proceeds thereof upon the
advice or approval of other counsel.

Bond Counsel is not rendering any opinion as to any Federal tax matters other than those
described under the caption “TAX EXEMPTION.” Prospective investors, particularly those who may be
subject to special rules described above, are advised to consult their own tax advisors regarding the
Federal tax consequences of owning and disposing of the Notes, as well as any tax consequences arising
under the laws of any state or other taxing jurisdiction.

APPROVAL OF LEGAL PROCEEDINGS

Legal matters related to the authorization, issuance, sale and delivery of the Notes are subject to
the approval of Nixon Peabody LLP, Bond Counsel. The approving opinion of Bond Counsel will be
delivered with the Notes in substantially the form appearing in APPENDIX C hereto.

Certain legal matters will be passed upon for the Underwriters by their counsel, Hawkins
Delafield & Wood LLP, Los Angeles, California. Certain legal matters will be passed on for the County
by the County Counsel.

LEGALITY FOR INVESTMENT IN CALIFORNIA

Under the California Financial Code, the Notes are legal investments for commercial banks in
California, and under the California Government Code, the Notes are eligible to secure deposits of public
moneys in the State of California.

RATINGS

Moody’s Investors Service, Standard & Poor’s Ratings Service, a division of the McGraw-Hill
Companies, Inc. and Fitch Ratings have given the Notes the ratings of “MIG 1,” “SP-1+" and “F1+,”
respectively. Certain information was supplied by the County to the rating agencies to be considered in
evaluating the Notes. Such ratings reflect only the views of the rating agencies, and are not a
recommendation to buy, sell or hold any of the Notes. Any explanation of the significance of each such
rating should be obtained from the rating agency furnishing the same. There can be no assurance that any
such rating will remain in effect for any given period of time or that any such rating will not be revised
downward or withdrawn entirely by the rating agency furnishing the same if, in its judgment,
circumstances so warrant. Any downward revision or withdrawal of ratings may have an adverse effect
on the market price of the affected Notes.

LITIGATION
To the best knowledge of the County, no litigation is pending or threatened concerning the

validity of the Notes, and an opinion of the County Counsel to that effect will be furnished at the time of
issuance of the Notes.
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There are a number of lawsuits and claims pending against the County. Included in these are a
number of property damage, personal injury and wrongful death actions seeking damages in excess of the
County’s insurance limits. The aggregate amount of the uninsured liabilities of the County which may
result from all suits and claims will not, in the opinion of the County Counsel, materially impair the
County’s ability to repay the Notes. Note 17 of “Notes to the Basic Financial Statements” included in
APPENDIX B discusses this liability as of June 30, 2006. See also APPENDIX A — “COUNTY OF LOS
ANGELES INFORMATION STATEMENT.”

UNDERWRITING

The Notes are being purchased for reoffering by Morgan Stanley & Co. Incorporated, as
representative of the Underwriters of the Notes (the “Underwriters”). The Underwriters have agreed to
purchase the Notes at a purchase price of $504,010,459.11 (representing the principal amount of the
Notes of $500,000,000.00, plus original issue premium of $4,220,000.00, less Underwriters’ discount of
$209,540.89). The Contract of Purchase provides that the Underwriters will purchase all of the Notes if
any are purchased. The obligation to make such purchase is subject to certain terms and conditions set
forth in the Contract of Purchase.

The Underwriters may offer and sell the Notes to certain dealers and others at prices lower than
the public offering price stated on the cover page hereof. The offering price may be changed from time to
time by the Underwriters.

ADDITIONAL INFORMATION

The purpose of this Official Statement is to supply information to prospective buyers of the
Notes. Quotations from and summaries and explanations of the Notes, the Resolution, the Financing
Certificate and the statutes and documents contained herein do not purport to be complete, and reference
is made to said documents and statutes for full and complete statements of their provisions.

Appropriate County officials, acting in their official capacity, have determined that, as of the date
hereof, the information contained herein is, to the best of their knowledge and belief, true and correct in
all material respects and does not contain an untrue statement of a material fact or omit to state a material
fact necessary in order to make the statements made herein, in light of the circumstances under which
they were made, not misleading. An appropriate County official will execute a certificate to such effect
upon delivery of the Notes. This Official Statement and its distribution have been duly authorized and
approved by the Board of Supervisors of the County.
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CONTINUING DISCLOSURE

The County has agreed in a Disclosure Certificate to provide, in a timely manner, notice of the
occurrence of the events set forth in Rule 15¢2-12 promulgated under the Securities Exchange Act of
1934, as amended (“Rule 15¢2-12”), if material, to each Nationally Recognized Municipal Securities
Repository, as that term is defined in Rule 15¢2-12, or to the Municipal Securities Rulemaking Board, and
to the appropriate State Information Depository, as defined in Rule 15¢2-12, if any. Such events include
the following: (1) principal and interest payment delinquencies; (2) non-payment related defaults;
(3) adverse tax opinions or events affecting the tax-exempt status of the Notes; (4) modifications to rights
of Note holders; and (5) rating changes. The County has not failed to comply with prior undertakings of
the County under Rule 15¢2-12.

In addition, the County regularly prepares a variety of reports, including audits, budgets, and
related documents, as well as certain monthly activity reports. Any owner of a Note may obtain a copy of
any such report, as available, from the County.

Additional information regarding this Official Statement and copies of the Resolution and the
Financing Certificate may be obtained by contacting:

GLENN BYERS
DIRECTOR OF PUBLIC FINANCE
COUNTY OF LOS ANGELES TREASURER AND TAX COLLECTOR
500 WEST TEMPLE STREET, ROOM 432
LOS ANGELES, CALIFORNIA 90012
(213) 974-7175
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THE COUNTY OF LOS ANGELES

Information Statement

GENERAL INFORMATION

The County of Los Angeles was established by an act of the
California State Legislature on February 18, 1850, as one of
Callifornia’s original 27 counties. Located in the southern coastal
portion of the State, the County covers 4,084 square miles and
includes 88 incorporated cities as well as many unincorporated
communities. With an estimated population of 10.35 million in
2007, the County is the most populous of the 58 counties in
California and has a larger population than 43 states. As
required by the County Charter, County ordinances, and State or
federal mandate, the County is responsible for providing
government services at the local level for activities including
public welfare, health and justice, the maintenance of public
records, and administration of ad valorem taxes.

The County provides services such as law enforcement and
public works to cities within the County on a cost-recovery
contract basis. The County also provides municipal services to
unincorporated areas of the County and operates recreational
and cultural facilities in these locations.

COUNTY GOVERNMENT

The County of Los Angeles is governed by a five-member Board
of Supervisors, each of whom is elected by residents from their
respective supervisorial districts. Supervisors serve four-year
alternating terms with elections held every two years. The other
elected officials of the County are the Assessor, District Attorney
and Sheriff. On March 5, 2002, County voters approved two
charter amendments that introduced mandatory term limits for
the eight elected officials of the County. As a result, each is now
limited to serving three consecutive terms commencing as of
December 2002.

The vast majority of the County population resides in the 88
incorporated cities located within its boundaries. The County
provides some municipal services to these cities on a contract
basis under the Contract Services Plan. Established in 1954, the
Plan is designed to allow cities to contract for municipal services
without incurring the cost of creating numerous city departments
and facilities. Under the Plan, the County will provide any or all
such municipal services to a city at the same level as provided in
unincorporated areas, or at any higher level the city may choose.
Services are provided at cost.

Over one million people live in the unincorporated areas of the
County of Los Angeles. For the residents of these areas, the
County Board of Supervisors is their “City Council,” and County
departments provide all of their municipal services, including law
enforcement, fire protection, land use and zoning, building and
business permits, road maintenance, animal care and control,
and public libraries. Beyond the unincorporated areas, the
County of Los Angeles provides a wide range of services to all
citizens who live within its boundaries.

County Services

Many of the County’s core service functions are required by the
County Charter, County ordinances, or by State or federal
mandate. State and federal mandated programs, primarily in the
social services and health care areas, are required to be
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maintained at certain minimum levels, which can limit the
County’s flexibility in these areas.

Health and Welfare

Under State Law, the County is required to administer federal
and State health and welfare programs, and to fund a portion of
the program costs with local revenues, such as sales and
property taxes. Over 700,000 residents of the County receive
benefits and services from these programs. Health care services
are provided through a network of County hospitals and
comprehensive health centers.

The County has the responsibility to provide and partially fund
mental health, drug and alcohol prevention, and various other
treatment programs. These services are provided through
County facilities and a network of contracted providers. In
addition, the County provides public health, immunization,
environmental and paramedic services, and is responsible for
the design and establishment of the county-wide emergency
trauma network, which includes three medical centers operated
by the County.

While many of the patients receiving services at County facilities
are indigent or covered by Medi-Cal (a State health insurance
program), the County health care delivery system is designed to
provide quality care to the entire population. Through its
affiliation with three medical schools and by operating its own
school of nursing, the County Department of Health Services is a
major supplier of health care professionals throughout California.

Disaster Services

The County operates and coordinates an entire disaster recovery
network that is responsible for providing critical services in
response to floods, fires, storms, earthquakes, and other
emergency events. Centralized command centers can be
established at any Sheriff station or in mobile trailers throughout
the County. To prevent floods and conserve water, the County
maintains and operates a system of 15 major dams, 131 debris
basins, 86,500 catch basins, 42 sediment placement sites, and
over 2,825 miles of storm drains and channels. County
lifeguards monitor 31 miles of beachfront and County rescue
boats patrol 75 miles of coastline, including the Catalina
Channel.

Public Safety

The County criminal justice network is primarily supported by
local County revenue sources, State Public Safety sales tax
revenue and fees from contracting cities. The Sheriff provides
county-wide law enforcement services and will perform specific
functions requested by local police departments, including the
training of thousands of police officers employed by the
incorporated cities of the County. Specifically, the County
provides training for narcotics, vice, homicide, consumer fraud,
and arson investigations, as well as assistance in locating and
analyzing crime scene evidence. The County also operates and
maintains one of the largest jail systems in the United States,
with an average daily population of over 17,000 inmates.



General Government

The County is responsible for the administration of the property
tax system, including property assessment, assessment appeals,
collection of taxes, and distribution of property tax revenue to
cities, community redevelopment agencies, special districts, and
local school districts. A second major general government
service is the County’s voter registration and election system,
which provides services to more than 500 political districts and
3.8 million registered voters.

Culture and Recreation

Through a partnership with community leaders, volunteers and
the private sector, the County operates the Music Center
complex, which includes the Dorothy Chandler Pavilion, Mark
Taper Forum, Ahmanson Theater, and the Walt Disney Concert
Hall. The County also functions as the operator of the Hollywood
Bowl, the John Anson Ford Theater, the Los Angeles County
Museum of Art, the Museum of Natural History, and the George
C. Page Museum.

The County’s botanical centers, including the Arboretum, the
South Coast Botanic Garden, Descanso Gardens, and the
Virginia Robinson Estate, provide County residents with a
valuable recreational and educational resource. The County
also manages over 63,000 acres of parks and operates a
network of regional recreational facilities, including Marina del
Rey (a small craft harbor), 7 major regional parks, 90 local and
community regional parks and 19 golf courses.

EMPLOYEE RELATIONS/COLLECTIVE BARGAINING

Approximately 85% of the County workforce is represented by
certified employee organizations. These organizations include
fifty-two (52) collective bargaining units, which are represented
either by the Services Employees International Union (SEIU)
Local 721 (formerly known as Local 660), the Coalition of County
Unions (consisting of 10 unions) or by one of six independent
unions. Under labor relations policy direction from the Board of
Supervisors and Chief Executive Officer, the CEO/Employee
Relations Division negotiates fifty-two (52) individual Collective
Bargaining Agreements and two Fringe Benefit Agreements.
The Fringe Benefit Agreements reached with the Coalition of
County Unions (CCU) and Local 721 have a term of three years
and will expire on September 30, 2009.

In October 2006, the County announced a 3-year contract with
SEIU Local 721 that covers nearly 50,000 County employees.
Under the terms of the agreement, the majority of Local 721
members will receive a 15.5% salary increase between October
1, 2006 and January 1, 2009. The County reached similar
agreements with most of the Coalition of County Unions and the
independent unions. One Local 721 group, the Registered
Nurses, has been given a new classification and salary structure
that will result in some of these employees receiving raises
substantially higher than 15.5%.

Earlier in 2006, the County reached agreement under re-opener
provisions with the Association for Los Angeles Deputy Sheriffs
and the Professional Peace Officers Association for new
contracts that will extend through January 2009. These
contracts resulted in salary increases totaling up to 18.5% over
three years. A similar agreement was reached with the Los
Angeles County Fire Fighters and the Los Angeles County
Lifeguard Association. Deputy Probation Officers also settled in
early 2006, receiving 10% salary increases as well as longevity
pay for employees with 20 or more years of County service.
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Litigation by Contract Workers

In November 2000, three employees of contractors providing
technical services to the County’s Internal Services Department
filed litigation (Holmgren et al v. County of Los Angeles) as a
class action, alleging that they were improperly hired and treated
as non-County employees even though the County directed and
controlled their services. The plaintiffs seek County employee
status and damages for alleged differentials in compensation
and benefits. Two lawsuits (Hall et al v. County of Los Angeles
and Shiell et al v. County of Los Angeles) filed prior to 2000 by
employees of a contractor providing legal services to County
Counsel make similar claims and seek similar remedies. In the
Holmgren and Shiell cases, judgment in favor of the County was
entered in October 2006. In the Hall case, summary judgment
was granted in favor of the County. Plaintiffs filed an appeal,
which was unsuccessful as the appellate court affirmed the trial
court’s decision in favor of the County. The California Supreme
Court then denied plaintiff's petition for review. The potential
financial impact of these cases on the County has not yet been
determined.

Litigation by County Safety Police Officers

On June 6, 2002, a jury found the County liable in the class
action lawsuit Frank, et al. v. County of Los Angeles, et al. The
case had been filed on behalf of approximately 500 past and
current members of the County’s Safety Police, alleging among
other things that County Safety Police officers had been denied
equal pay and benefits in comparison to County deputy sheriffs
due to racial discrimination.

The final judgment, which was entered on June 6, 2003,
awarded back-pay to the plaintiffs of $42,760,559, plus
$4,677,513 in attorneys' fees and a costs award of $60,843.
Both the County and the plaintiffs filed notices of appeal in or
about August 2003. The plaintiffs’ appeal claims that they are
entitled to prospective relief, which they’ve estimated to be more
than $100 million, and which has not been specifically awarded
by the court in its judgment. On April 12, 2007, the Court of
Appeals, in a published opinion, reversed the summary judgment
against the County in its entirety and remanded the case back to
the Superior Court with directions to enter judgment for the
County. Plaintiffs have filed a petition for review with the
California Supreme Court.

RETIREMENT PROGRAM
General

All permanent County employees of three-quarter time or more
are eligible for membership in the Los Angeles County
Employees Retirement Association (‘LACERA”). LACERA was
established in accordance with the County Employees
Retirement Law of 1937 (the “Retirement Law”) to administer the
County’s Employee Retirement Trust Fund (the “Retirement
Fund”). LACERA operates as a cost-sharing multi-employer
defined benefit plan for the County of Los Angeles and four
minor participating agencies. Combined, these four non-County
agencies account for less than one percent (1%) of LACERA’s
membership. Through the Retirement Fund and various benefit
plans, LACERA provides retirement benefits to all general and
safety (sheriff, fire and lifeguard) members.

The LACERA plans are structured as “defined benefit” plans in
which benefit allowances are provided based on salary, length of
service and age. County employees may participate in
contribution based plans, or for those who began employment



after January 4, 1982, in a non-contribution based plan. With
respect to the contribution based plans, employee contributions
to the retirement system are based on rates determined by
LACERA’s actuary. Such contributions depend upon age, the
date of entry into the plan and the type of membership (general
or safety).

LACERA’s membership total as of June 30, 2006 was 147,081.
This membership consisted of 63,140 active vested members,
25,491 nonvested active members, 50,992 retired members and
7,458 terminated vested (deferred) members.

Actuarial Valuation

The Retirement Law provides that the County contribute to the
Retirement Fund on behalf of employees using rates determined
by the plan’s actuary (currently Milliman Consultants and
Actuaries). Such rates are required under the Retirement Law to
be calculated at least once every three years. LACERA presently
conducts annual valuations to assess changes in the Retirement
Fund’s portfolio.

In June 2002, the County and LACERA entered into the
Retirement  Benefits Enhancement Agreement (2002
Agreement”) to enhance certain retirement benefits in a manner
that is consistent with changes to State programs enacted in
2001 and fringe benefit changes negotiated in 2000. The 2002
Agreement, which expires in July 2010, provides for a 30-year
rolling amortization period for any unfunded actuarial accrued
liability (“UAAL”). UAAL is defined as the actuarial accrued
liability minus the actuarial value of the assets of LACERA at a
particular valuation date. Each year, contributions to fund the
UAAL are amortized as a level percentage of the projected
salaries of present and future members of LACERA over a 30-
year period from the valuation date. Utilizing a level percentage
of projected salaries methodology, this rolling 30-year
amortization may cause the UAAL amount to increase over time.
The amortization method, however, is only one of multiple
factors that affect the UAAL, and other factors such as
investment returns, changes in actuarial assumptions and benefit
increases may cause an increase or decrease in the UAAL.

Beginning with Fiscal Year 2003-04, the Board of Investments
adopted a new series of economic and non-economic
assumptions to be used in LACERA’s actuarial valuations.
Important changes to the economic assumptions included a
reduction in the Investment Return Rate from 8.0% to 7.75%, a
reduction in Price Inflation from 4.0% to 3.5%, and a reduction to
Payroll Increases from 4.0% to 3.75%. Changes to the non-
economic assumptions included smaller merit salary increases
for members with 10 or more years of service, a decrease in
disability retirement rates and lower mortality rates. These new
actuarial assumptions directly impact the actuary’s valuation of
the system, and determine the amount needed to fund the
normal retirement cost and calculate any UAAL for the
Retirement Program.

When measuring assets for determining the UAAL, the County
has elected to “smooth” gains and losses to reduce volatility. [If
in any year, the actual investment return on the Retirement
Fund’s assets is lower or higher than the actuarial assumed rate
of return (7.75%), then the shortfall or excess is smoothed, or
spread, over a 3-year period. The impact of this will result in
“smoothed” assets that are lower or higher than the market value
of assets depending on whether the remaining amount to be
smoothed is either a net gain or a net loss.
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UAAL and Deferred Investment Returns

The most recent annual actuarial valuation by Milliman
Consultants and Actuaries approved by the Board of
Investments was for the fiscal year ending June 30, 2006. In
Fiscal Year 2006-07, Retirement Fund assets achieved a rate of
return of 13.0%. This rate of return, combined with the
recognition of a portion of the deferred gains from 2004 and
2005 resulted in a $1.64 billion gain in actuarial assets in 2006.
As a result of the strong investment performance of fund assets
over the last three years, well in excess of the 7.75% assumed
rate of return, the funded ratio increased from 85.81% on June
30, 2005 to 90.51% on June 30, 2006. The increased funded
ratio has resulted in a reduction in the required County
contribution rate from 14.86% to 12.91% of covered payroll in
Fiscal Year 2007-08. A summary of investment returns for the
prior six years is presented in Table 2 (“Investment Return on
Retirement Plan Assets”) on page A-7.

The June 30, 2006 Actuarial Valuation reported that the actuarial
accrued liability had increased by 5.5% to $36.259 billion.
Despite the increase in actuarial liabilities, the UAAL decreased
by $1.439 billion from $4.878 billion on June 30, 2005 to $3.439
billion on June 30, 2006. The significant decrease (29.5%) in
UAAL was the direct result of higher than assumed investment
returns over the last three years. A six-year history of the
County’s UAAL is provided in Table 1 (“Retirement Plan UAAL
and Funded Ratio”) on page A-7.

As a result of the strong investment performance and increased
funded ratio, the County’s required contribution rate decreased
to 12.91% of covered payroll in Fiscal Year 2007-08. The
required contribution rate includes the County’s normal cost
contribution rate of 9.42%, which decreased slightly from Fiscal
Year 2006-07 as the result of year-to-year changes in
membership, and a 3.49% contribution rate for the County to
fund amortization of the UAAL. The UAAL amortization rate,
which represents the amount necessary to finance the UAAL
over the 30-year period beginning July 1, 2006, decreased
significantly from the 5.33% of the previous year. The lower
County contribution rate of 12.91%, which represents an
estimated $794 million expenditure in the County budget for
Fiscal Year 2007-08, would result in a $65 million reduction in
annual employer retirement contributions from Fiscal Year 2006-
07.

The actuarial valuation as of June 30, 2006 also identified $1.4
billion in deferred investment gains that will be “smoothed” into
the UAAL calculation over the next two actuarial years. These
gains are attributable to an 11.0% return on Plan investments for
the fiscal year ended June 30, 2005 and 13.0% return on Plan
investments for Fiscal Year 2005-06. The strong performance of
the Retirement Fund has continued in Fiscal Year 2006-07. For
the nine-month period ended March 31, 2007, the estimated rate
of return on the Retirement Fund’s assets is 13.5%.

Investment Policy

The Board of Investments has exclusive control of all Retirement
Fund investments and has adopted an Investment Policy
Statement (the “Statement”). The Board of Investments is
comprised of four active and retired members and four public
directors appointed by the Board of Supervisors. The County
Treasurer and Tax Collector serves as an ex-officio member.
The Statement establishes LACERA’s investment policies and
objectives and defines the principal duties of the Board of
Investments, investment staff, investment managers, master
custodian, and consultants. The actual asset allocation
percentages for LACERA’s assets as of March 31, 2007 are



33.5% domestic equity, 22.7% international equity, 26.6% fixed
income, 9.4% real estate, 6% private equity and 1.9% cash.

Contributions

Employers and members contribute to LACERA based on unisex
rates recommended by an independent actuary (using the Entry
Age Normal Cost Funding Method) and adopted by the Board of
Investments and the County’s Board of Supervisors.
Contributory plan members are required to contribute between
5% and 15% of their annual covered salary. Employers and
participating agencies are required to contribute the remaining
amounts necessary to finance the coverage of their employees
(members) through monthly or annual pre-funded contributions
at actuarially determined rates.

The County has funded 100% or more of its employer
contributions to LACERA in each of the last ten years. In Fiscal
Year 2005-06, the County’s total contribution to the Retirement
Fund was $856 million. Of this amount, approximately $179.4
million was funded from excess earnings. Total contributions of
the County for Fiscal Year 2006-07 are estimated to be $858.9
million. The County expects to apply approximately $106.5
million of excess earnings to partially fund its employer
contribution to LACERA for retirement costs. A summary of
employer contributions for the six years ending on June 30, 2006
is presented in Table 3 (“County Pension Related Payments”) on
page A-7.

During the early and mid-1990’s, the County relied heavily upon
the use of excess earnings to meet its retirement contribution
requirements. Beginning in 1996, however, the County
embarked on a multi-year plan to lessen its reliance on excess
earnings by systematically increasing its Net County Cost. The
$106.5 million in excess earnings applied in Fiscal Year 2006-07
represents the final use of these monies to fund employer
contributions. Beginning in 2007-08, retirement costs will no
longer be subsidized with excess earnings from the pension
system.

In Fiscal Year 2007-08, the County intends to pre-fund $400
million of its required contribution to LACERA. This payment will
be made in July and will serve to reduce monthly transfers during
the fiscal year. The $400 million pre-payment is reflected in the
County’s cash flow forecast for Fiscal Year 2007-08.

Pension Obligations

The County, has issued pension obligation bonds and
certificates and transferred the proceeds to LACERA to reduce
its UAAL. In California, the obligation to fund the UAAL by
making actuarially required contributions is an obligation
imposed by state law. As of May 1, 2007, the County had
outstanding pension obligations in the aggregate principal
amount of approximately $547 million. The final payment on
these pension obligations will be in Fiscal Year 2010-11. A
complete description of the County’s pension obligations is
included in the “Debt Summary” portion of this Appendix. A six-
year history of the County’s debt service payments on its
pension obligations is also presented in Table 3 on page A-7.

STAR Program

The Supplemental Targeted Adjustment for Retirees program
(“STAR Program”) is a discretionary program that provides a
supplemental cost-of-living increase from excess earnings to
restore retirement allowances to 80% of the purchasing power
held by retirees at the time of retirement. The STAR Program
funded approximately $305 million for the vesting of the 2001
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STAR Program benefits and approximately $5 million for the
vesting of 2002-2005 STAR Program benefits. As of June 30,
2006, $654 million was available in the STAR Program Reserve
to fund future benefits. Future ad hoc increases to the current
STAR Program Reserve will be subject to approval by the Board
of Retirement on an annual basis, provided sufficient excess
earnings are available as determined by the Board of
Investments. Of the $654 million in STAR Program reserves,
$620 million were included as valuation assets and used in the
determination of the June 30, 2006 UAAL. Were this $620
million not included among the Retirement Plan’s valuation
assets, the recommended County contribution rate would have
increased by 0.69% to 13.60%, and the funded ratio of the
Retirement Program would have decreased to 88.8%.

Post Retirement Health Care Benefits

The Governmental Accounting Standards Board (“GASB”) has
issued two statements that address other postemployment
benefits (“OPEB”), which are defined to include many post
retirement benefits other than pension-related benefits. Health
care and disability benefits are the most significant of these
benefits provided by the County.

LACERA administers a Health Care Benefits Program (“HBP”)
under an agreement with the County. The HBP includes
medical, dental, vision and life insurance benefit plans for over
88,000 retirees or survivors and their eligible dependents.
Retirement plan net assets are not held in trust for such post
employment benefits and LACERA’s Board of Retirement
reserves the right to amend or revise the medical plans and
programs under the HBP at any time. County contributions to
fund retiree health care benefits are based on the retirement
service credit of eligible members. For members with 10 years
of service, the County contributes 40% of the health care plan
premium. For each year of service beyond 10 years, the County
contributes an additional 4% of the plan premium, up to a
maximum of 100% for a member with 25 years of service credit.

In Fiscal Year 2005-06, total HBP-related payments from the
County to LACERA were $307.1 million. This amount included
$66.2 million in contributions from LACERA’s excess earnings
reserves. For Fiscal Year 2006-07, the County has estimated a
total HBP-related payment of $317.3 million, of which $40.5
million will be funded by LACERA excess earnings. This growth
in post employment benefit payments is expected to continue in
Fiscal Year 2007-08, with a projected County contribution of
$342.5 million plus an offset from excess earnings of $15.8
million. Total HBP-related payments for Fiscal Year 2007-08 are
forecasted to be $358.3 million.

In addition to its Retirement Plan, the County administers a
Disability Benefits Plan (“DBP”) that is separate from LACERA.
The DBP covers employees who become disabled as a direct
result of an injury or disease while performing assigned duties.
Generally, the long term disability plans included in the DBP
provide to such employees a basic monthly benefit of between
40% and 60% of such employee’s monthly compensation
commencing after 6 months of disability. Benefits under these
plans normally terminate when the employee is no longer totally
disabled or turns age 65, whichever occurs first. The health
plans included in the DBP generally cover qualified employees
who are sick or disabled and provide for payment of a portion of
these individuals medical premiums. For Fiscal Year 2006-07,
the County has estimated that the long-term disability portion of
its DBP-related payment will total approximately $31.5 million.

GASB Statement No. 43, Financial Reporting for
Postemployment Benefit Plans Other Than Pension Plans,



establishes financial reporting standards for OPEBs in a manner
similar to those currently in effect for pension benefits. GASB 43
is focused on the entity that administers such benefits (which, in
the case of the County, is LACERA) and requires an actuarial
valuation to determine the funded status of benefits accrued.
LACERA intends to comply with GASB 43 requirements for the
annual reporting period ending June 30, 2007.

GASB Statement No. 45, Accounting and Financial Reporting by
Employers for Postemployment Benefits Other Than Pensions,
establishes financial reporting standards designed to measure,
recognize, and disclose OPEB costs. Currently, OPEBs are
accounted for by the County on a pay-as-you-go basis, which
does not require the accrual of costs associated with future
OPEB payments. GASB 45 is focused on the County’s financial
statements and related note disclosures and is intended to
associate the costs of the OPEB with the periods in which
employee services are rendered in exchange for the OPEB.
OPEB costs would become measurable on an accrual basis of
accounting and actuarially determined contribution rates would
be prescribed for funding such costs.

The core requirement of GASB 45 is that at least biennially an
actuarial analysis must be prepared with respect to projected
benefits (“Plan Liabilities”), which would be measured against the
actuarially determined value of the related assets (the “Plan
Assets”). To the extent that Plan Liabilities exceeded Plan
Assets, the difference would be amortized over a period which
could be up to 30 years. The method of financial reporting for
OPEB costs would be similar to that used for pension plan
normal costs and the UAAL thereof. The County intends to
comply with the provisions of GASB 45 by no later than the fiscal
year ending June 30, 2008, as required under the provisions of
GASB 45.

The standards set forth under GASB 45 affect the County’s
financial statements. However, GASB 45 does not impose
requirements on the funding of any OPEB and there is no
mandatory payment associated with the implementation of
GASB 45. GASB 45 provides that OPEB costs, if not funded on
an actuarial accrual basis, will be recognized as a liability in the
County’s financial statements.

In order to comply with the requirements of GASB 43, LACERA
engaged Milliman Consultants and Actuaries to complete an
actuarial valuation of OPEB liabilities for the LACERA pension
plan as of July 1, 2006. In a draft report dated May 11, 2007 (the
“Milliman Report”), Miliman presented the first actuarial
calculation of the County’s unfunded accrued liability for post
retirement health care and life insurance benefits paid to its
employees.

The Milliman Report provides a determination of the UAAL for
LACERA'’s health, dental, vision and life insurance benefits plan.
The County’'s members comprise approximately 95% of
LACERA'’s retiree population and the County is responsible for
such percentage of OPEB costs. The 5% of LACERA retirees
who do not contribute to the County’s OPEB liability are
predominantly members of the California State Superior Court.
The Milliman Report’s demographic and economic assumptions
are modeled on the assumptions currently used by LACERA for
its pension programs. The Milliman Report assumed a 3.75%
general wage increase for County employees and a 3.5%
implied inflation rate. Further, the Milliman Report’s health cost
assumptions were based on discussions with other consultants
and actuaries used by the County, LACERA and labor groups.
The Milliman Report assumes increases in annual medical costs
for County employees and retirees presently under 65 of 11% in
2007-08 and gradually declining to 5% by Fiscal Year 2016-17
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and thereafter; and increases in annual medical costs for County
employees and retirees presently over 65 of 13.5% in Fiscal
Year 2007-08 and gradually declining to 5.25% by Fiscal Year
2016-17 and thereafter.

The Milliman Report determined the UAAL for LACERA’s health
care and life insurance benefits using a 5% discount rate and
two different actuarial cost methods, the Entry Age Normal
method and the Projected Unit Credit method. Using the Entry
Age Normal actuarial cost method, the UAAL for LACERA’s
OPEB program as of June 30, 2006 is $21.3 billion, of which
approximately $20.3 billion is the County’s liability. The total
annual required contribution for the County, referred to in GASB
45 as the “ARC”, as of June 30, 2006 is estimated to be $1.55
billion, which is approximately 31.16% of the County’s payroll
costs. Application of the Projected Unit Credit method resulted
in an insubstantial change (less than 1%) to the unfunded
liabilities and ARCs that are determined using the Entry Age
Normal method. LACERA and the County have not yet
determined whether they will report their UAAL using the Entry
Age Normal method or the Projected Unit Credit Method. In
either instance, the financial statements for LACERA in 2007 and
the County in 2008 will reflect an OPEB liability based on a 5%
discount rate.

The Milliman Report also calculated the UAAL for LACERA’s
health care and life insurance benefits using a discount rate of
7.75%, reflecting an assumed prefunded plan, with assets
invested similarly to the balanced portfolio used by LACERA for
pension benefits. Based on a discount rate of 7.75% and using
the Entry Age Normal method, the UAAL for LACERA’s OPEB
program as of June 30, 2006 is $13.6 billion, of which
approximately $13.0 billion is the County’s liability. The County’s
ARC as of June 30, 2006 is estimated to be $1.056 billion, which
is approximately 21.19% of the County’s payroll costs. The
UAAL and ARC calculated using a 7.75% discount rate are for
comparison purposes only and will not be included in the annual
financial statements for either LACERA or the County.

The County is considering several funding options to reduce its
OPEB UAAL. In Fiscal Year 2006-07, the County set aside $17
million in one-time monies to pre-fund retiree health costs. In
Fiscal Year 2007-08, the County anticipates using the
approximately $400 million of remaining excess pension
earnings to fund a trust for the payment of future OPEB costs.
Beyond Fiscal Year 2007-08, the County may consider applying
general fund revenues, including those amounts that will become
available following the final maturity of the County’s outstanding
Pension Obligation Bonds in Fiscal Year 2010-11, to supplement
its initial trust deposit.

The authority to establish a tax-exempt trust to pre-fund the
County’s OPEB liability is provided by California Government
Code Section 31694.3. Under the provisions contained therein,
the County will seek to create either a Section 115 Trust or an
Integral Part Entity Trust. With each of these options, it is the
intention of the County to contract with LACERA for the
administrative and investment services related to the trust.

In addition to the Milliman Report, the County also received an
actuarial assessment of the long-term disability portion of its
DBP in an October 25, 2006 report prepared by Buck
Consultants. This report provides a determination that, as of
June 30, 2006, and based on the assumptions set forth in the
report, the UAAL of the County’s long-term DBP is $1.022 billion.
Assuming that this liability is also subject to the requirements of
GASB 45, the County’s total OPEB liability as of July 1, 2006
would be increased by this amount.



The amount of LACERA’s OPEB liability will be disclosed in both
LACERA’s and the County’s Comprehensive Annual Financial
Report for the fiscal year ending June 30, 2007. The County’s
ability to fund its heath care, life insurance, disability and other
post employment benefits on an accrual basis in the future is
presently unknown.

Retirement System Litigation

There are currently no litigation matters pending against the
County’s retirement program.

GENERAL LITIGATION
Litigation Regarding Reductions in Health Services

In March 2003, two lawsuits were filed in Federal District Court
against the County challenging health care reductions approved
by the Board. Specifically, Rodde, et al. v. Bonta, et al.
(“Rodde”) challenged the closure of Rancho Los Amigos
National Rehabilitation Center (“Rancho”. Harris, et al. v.
County of Los Angeles, et al. (“Harris”) challenged the closure of
Rancho as well as the reduction of the 100 beds at LAC+USC
Medical Center ("LAC+USC”).

Negotiated settlements in the Harris and Rodde cases were
approved by the Board of Supervisors in August 2005 and
became final in December 2005 and March 2006, respectively.
Pursuant to the settlement agreements, the County has agreed
to keep Rancho open through March 9, 2009 at a specified level
of service, during which time the County will seek to identify and
negotiate with an organization to assume the future operation of
Rancho. With respect to LAC+USC, the settlement allows for
the graduated reduction of beds contingent upon the County
providing additional outpatient care on the facility’s campus and
the facility reaching certain targets showing the efficiency of, and
decreased demand on, the hospital.

Litigation Regarding the Taxing Authority of the County

A lawsuit entitled Oronoz v. County of Los Angeles was filed
against the County in May 2005 contending that the County’s
utility taxes do not meet the provisions of Proposition 62 and are
therefore invalid. Proposition 62 requires that all new or
increased local taxes must be approved by the voters and the
County’s utility taxes have been challenged in this regard. The
matter is currently before the Court of Appeals. A more detailed
discussion of the Oronoz lawsuit and its potential impact on the
County’s financial condition can be found on page A-8 of the
Budgetary Information Section.

Other Litigation

In 1999, a lawsuit entitled Roger E. Bacon v. Alan T. Sasaki was
filed against the County challenging the Auditor-Controller’s
method of calculating interest on property tax refunds. A bench
trial was held on January 9, 2006 regarding two test claims, and
the trial court only partially sustained the Auditor-Controller’s
position. The case is now in the post-mediation stage and
parties are currently in settlement discussions. In the event that
the parties are not able to settle, plaintiffs will seek certification of
a class action, and for entry of judgment. The potential liability is
estimated to be $20 to $30 million.

In July 2004 and February 2007, two related cases, Ricketts v.
McCormack, et al. (“Ricketts”) and Conner, et al., v. McCormack,
et al. (“Conner”), respectively, were filed against the County
Recorder. In the Ricketts case, the plaintiff has alleged that the
County Recorder did not timely record reconveyances of deeds

A-6

of trust as required by statute. The County obtained dismissal of
the monetary claims in April 2006. In February 2007, the plaintiff
prevailed on summary judgment and obtained a writ of mandate
compelling the Recorder to timely record reconveyances. The
County’s motion for new trial was granted in May 2007, but the
trial date has not been determined. In the Conner case, a class
action lawsuit, the plaintiffs are seeking statutory forfeitures of
five hundred dollars per violation against the County and its
Recorder for alleged late recording of reconveyances of deeds of
trust. This litigation is in the early pleading and discovery stages.

There are a number of other lawsuits and claims pending against
the County. Included in these are a number of property damage,
personal injury and wrongful death actions seeking damages in
excess of the County’s insurance limits. In the opinion of the
County Counsel, such suits and claims as are presently pending
will not impair the ability of the County to make debt service
payments or otherwise meet its outstanding lease or debt
obligations.



TABLE 1: RETIREMENT PLAN UAAL AND FUNDED RATIO
(in thousands)

Actuarial Market Value Actuarial Value Actuarial
Valuation Date of Plan Assets of Plan Assets Accrued Liability UAAL Funded Ratio
06/30/2001 $28,353,262 $26,490,000 $26,489,976 ($24) 100.00%
06/30/2002 26,047,240 28,262,129 28,437,493 175,364 99.38%
06/30/2003 26,247,806 26,564,328 30,474,025 3,909,697 87.17%
06/30/2004 29,481,183 27,089,440 32,700,505 5,611,065 82.84%
06/30/2005 32,026,105 29,497,485 34,375,949 4,878,464 85.81%
06/30/2006 35,185,589 32,819,725 36,258,929 3,439,204 90.51%

Source: Milliman Actuarial Valuation (of LACERA) for June 30, 2006.

TABLE 2: INVESTMENT RETURN ON RETIREMENT PLAN ASSETS
(in thousands)

Fiscal Market Value Market Rate

Year of Plan Assets of Return
2000-2001 $28,353,262 -5.2%
2001-2002 26,047,240 -5.6%
2002-2003 26,247,806 3.6%
2003-2004 29,481,183 16.5%
2004-2005 32,026,105 11.0%
2005-2006 35,185,589 13.0%

Source: Milliman Actuarial Valuation (of LACERA) for June 30, 2006.

TABLE 3: COUNTY PENSION RELATED PAYMENTS
(in thousands)

Transfer From

Fiscal Cash Payment Excess Earnings Pension Bonds Total Pension Percent Change
Year to LACERA to LACERA Debt Service Related Payments Year to Year
2000-01 $193,650 $197,029 $264,984 $655,663 10.8%
2001-02 258,884 155,824 281,326 696,034 6.2%
2002-03 324,709 194,213 298,704 817,626 17.5%
2003-04 395,062 126,916 316,115 838,093 2.5%
2004-05 527,810 222,542 336,329 1,086,681 29.7%
2005-06 676,667 179,368 356,883 1,212,918 11.6%
2006-07* 752,374 106,510 381,235 1,240,119 2.2%

Source: Milliman Actuarial Valuation (of LACERA) for June 30, 2005 and County of Los Angeles Chief Administrative Office.

* Estimated
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BUDGETARY INFORMATION

COUNTY BUDGET PROCESS

The County is required by California State Law to adopt a
balanced budget by August 30. Upon release of the Governor's
Proposed State Budget in January, the Chief Executive Office
(the "CEQ") of the County prepares a preliminary forecast of the
County's budget based on the current year's budget, the
Governor's Budget, and other projected revenue and expenditure
trends. Expanding on this forecast, a target County budget for
the ensuing fiscal year, beginning July 1, is developed, and
projected resources are tentatively allocated to the various
County programs.

The CEO normally presents the Proposed County Budget to the
Board of Supervisors in April. The Board of Supervisors is
required by County Code to adopt a Proposed Budget no later
than June 30. Absent the adoption of the Final County Budget by
June 30, the appropriations approved in the Proposed Budget,
with certain exceptions, become effective for the new fiscal year
until a final budget is adopted.

Upon adoption of the final State budget, the CEO recommends
revisions to the Proposed Budget to align County expenditures
with approved State funding. After conducting public hearings
and deliberating on the details of the budget, the Board of
Supervisors adopts the Final County Budget by August 30.

Throughout the balance of the fiscal year, the Board of
Supervisors approves various adjustments to the Final County
Budget to reflect changes in appropriation requirements and
funding levels. The levels of annual revenues from the State and
federal governments are generally allocated pursuant to formulas
specified in State and federal statutes. For budgetary or other
reasons, such statutes can be amended, which could affect the
level of County revenues and budgetary appropriations.

CONSTITUTIONAL PROVISIONS AFFECTING TAXES AND
APPROPRIATIONS

Proposition 13

Article XIIIA of the California Constitution limits the taxing powers
of California public agencies. Article XIlIIA provides that the
maximum ad valorem tax on real property cannot exceed one
percent of the "full cash value" of the property, and effectively
prohibits the levying of any other ad valorem property tax except
for taxes required to pay debt service on voter-approved general
obligation bonds. "Full cash value" is defined as "the County
Assessor's valuation of real property as shown on the 1975-76
tax bill under ‘full cash value’ or, thereafter, the appraised value
of real property when purchased, newly constructed, or a
change in ownership has occurred after the 1975 assessment.”

The "full cash value" is subject to annual adjustment to reflect
inflation at a rate not to exceed two percent, a reduction in the
consumer price index or comparable local data, or declining
property value caused by damage, destruction or other factors.
The foregoing limitation does not apply to ad valorem taxes or
special assessments to pay the interest and redemption charges
on any indebtedness approved by the voters before July 1, 1978
or any bonded indebtedness for the acquisition or improvement

A-8

of real property approved by two-thirds of the votes cast on the
proposition.

Article XIlIB of the California Constitution limits the amount of
appropriations of local governments for "proceeds of taxes."
The County's appropriation limit for "proceeds of taxes" for
2006-07 is $13,427,592,807. The 2006-07 County Budget
reflects proceeds of taxes at $5,952,024,000, which is well
below the allowable limit.

Proposition 62

Proposition 62, a 1986 initiative that amended the California
Constitution, requires voter approval of all new or increased
local taxes. A challenge to taxes subject to Proposition 62 may
only be made for those taxes collected within three years of the
date the action is brought.

In May 2005, a lawsduit entitled Oronoz v. County of Los Angeles
was filed against the County that contends the County’s utility
taxes do not meet the requirements of Proposition 62 and are
therefore invalid. In November 2006, the trial court certified the
matter as a class action. However, in March 2007 the trial court
stayed the action to allow the County to pursue the matter by
appellate review. Both parties have since been ordered by the
Court of Appeals to appear before it at a July 2007 hearing to
review the propriety of the class action certification. It is
estimated that the County collected approximately $218.9
million in such utility taxes during the course of the last three
years. The taxes collected have been placed in a reserve and
could be applied to a refunding should the tax be determined
invalid. Accordingly, the County does not believe that the
impoundment of existing taxes or a judicial order to refund such
previously collected taxes would adversely affect its ability to
pay the principal of, and interest on, its debt obligations as and
when they become due.

Proposition 218

Proposition 218, a 1996 initiative that added Articles XIIIC and
XIID to the California Constitution, established the following
requirements on all taxes and property-related assessments,
fees, and charges:

o precluded special purpose districts or agencies, including
school districts, from levying general taxes;

e precluded any local government from imposing,
extending or increasing any general tax unless such tax
is approved by a majority of the electorate;

e precluded any local government from imposing,
extending or increasing any special purpose tax unless
such tax is approved by two-thirds of the electorate;

e ensured that voters may reduce or repeal any local
taxes, assessments, fees or changes through the
initiative process.

An appellate court decision ruled that Proposition 218 did not
supersede Proposition 62. Consequently, voter approval alone



may not be sufficient to validate the imposition of general taxes
adopted, increased or extended after January 1, 1995.

Proposition 218 also expressly extends to voters the power to
reduce or repeal local taxes, assessments, fees, and charges
through the initiative process, regardless of the date such taxes,
assessments, fees or charges were imposed. SB 919, the
Proposition Omnibus Implementation Act enacted in 1997 to
prescribe specific procedures and parameters for local
jurisdictions in complying with Proposition 218, states that the
initiative power provided for in Proposition 218 “shall not be
construed to mean that any owner or beneficial owner of a
municipal security, purchased before or after November 6, 1998,
assumes the risk of, or in any way consents to, any action by
initiative measure that constitutes an impairment of contractual
rights” protected by the United States Constitution. Furthermore,
in the 2006 case of Bighorn-Desert View Water Agency v. Virjil
(Kelley), the State Supreme Court suggested that the initiative
power under Proposition 218 is not free of all limitations, and
could be subject to restrictions imposed by the contract clause of
the United States Constitution. No assurance can be given,
however, that voters in the County will not, in the future, approve
an initiative that reduces or repeals local taxes, assessments,
fees or charges that are deposited into the County’s General
Fund. In addition, “fees” and “charges” are not defined by Article
XHIC or SB 919, and the scope of the initiative power under
Article XIIIC could include all sources of General Fund moneys
not received from or imposed by the federal or State government
or derived from investment income.

In a June 3, 1997 election, voters approved special tax measures
to maintain the Fire Protection District’'s benefit assessment and
the Public Library’s benefit charge by the required two-thirds
majority.

Proposition 1A

Proposition 1A, proposed by the State Legislature in connection
with the 2004-05 Budget Act and approved by the voters in
November 2004, provides that the State may not reduce any
local sales tax rate, limit existing local government authority to
levy a sales tax or change the allocation of local sales tax
revenues, subject to certain exceptions. Proposition 1A generally
prohibits the State from shifting to schools or community colleges
any share of property tax revenues allocated to local
governments for any fiscal year, as set forth under the laws in
effect as of November 3, 2004. In general, any change in the
allocation of property tax revenues among local governments
within a county must be approved by two-thirds of both houses of
the Legislature.

Future Initiatives

Propositions 13, 62, 218 and 1A were each adopted as
measures that qualified for the ballot pursuant to the State’s
initiative process. From time to time, other initiative measures
could be adopted, further affecting revenues of the County or the
County’s ability to expend revenues. The nature and impact of
these measures cannot be predicted by the County.
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PROGRAM FUNDING BY FEDERAL AND STATE
GOVERNMENTS

A significant portion of the County budget is comprised of
revenues received from the federal and State governments. As
indicated in the table “Historical Funding Requirements and
Revenue Sources” on page A-13 of this Appendix, $4.1 billion of
the $16.9 billion Proposed 2007-08 General County Budget is
received from the federal government and $4.8 billion is funded
by the State. The balance of $8.0 billion in County financing is
generated from property taxes and a variety of other sources.
The fact that 53% of General County financing is provided by
the federal and State governments underscores the County's
reliance on those outside funding sources.

On February 5, 2007, the President released his proposed
budget for Federal Fiscal Year 2008, which begins on October
1, 2007. Similar to prior years, it would reduce overall federal
aid to state and local governments. Most of his proposed
budget cuts affecting state and local governments are similar to
those that were proposed, but rejected by Congress, last year.
For example, as in prior years, the President is proposing to
eliminate the State Criminal Alien Assistance Program
(SCAAP), which partially reimburses the County’s costs of
incarcerating undocumented criminal aliens. Last year,
Congress rejected this proposal and, instead, maintained
SCAAP funding at the prior year's level. The President also
once again is proposing to cap Medicaid payments to
government providers, such as the County, to no more than the
cost of providing services to Medicaid recipients, which could
potentially cost the County $200 million annually. On January
18, 2007, the Centers for Medicare and Medicaid Services
(CMS) published a proposed rule that would implement the
proposed cap, effective as of September 1, 2007. If
implemented, the proposed rule is likely to be challenged in the
courts on the grounds that CMS lacks the authority to limit
Medicaid payments by regulation. In addition, pending federal
legislation would impose at least a one-year moratorium on the
implementation of any regulation that would limit Medicaid
payments to government providers.

Many events will affect the amount the County actually receives
from the federal and State governments in the future. As a
result, the information in this Official Statement (including this
Appendix A) relating to the funding the County expects to
receive from federal and State governments is based upon the
County’s current expectations and is subject to the occurrence
of future events.

Realignment Program

In Fiscal Year 1991-92, the State and county governments
collectively developed a program realignment system that
removed State funding for certain health and welfare programs,
and provided counties with additional flexibility in the
administration of such programs. Under this plan, these
programs were funded through a one-half percent increase in
sales taxes and increased vehicle license fees. Counties
receive these funds under a fixed formula under State law and
the flow of these funds is no longer subject to the State budget
process. If sales tax and vehicle license fee revenues are not
realized as expected, county governments will maintain
responsibility for the management and cost of these health and
welfare programs.



Tobacco Settlement

On November 23, 1998, the attorneys general of 46 states
(including the State of California), the District of Columbia, the
Commonwealth of Puerto Rico, Guam, the U.S. Virgin Islands,
American Samoa, and the Commonwealth of the Northern
Mariana Islands reached agreement with the then four largest
United States tobacco manufacturers to settle more than forty
pending lawsuits brought by these public entities.

The Master Settlement Agreement (MSA) requires the tobacco
companies to make payments to the states in perpetuity, with the
payments totaling an estimated $206.0 billion through the year
2025. California will receive 12.76%, or approximately $25.0
billion of the total settlement. While the County’s share of the
State settlement is expected to average an estimated $105.0
million each vyear, the amount of funding may fluctuate
significantly from year to year. Factors that could impact the
amount actually paid each year to the State include actions of the
federal government, declines in cigarette sales, lawsuits, tobacco
company bankruptcies, and various adjustments under the terms
of the MSA. To date there have been multiple legal challenges to
the MSA under a variety of claims, including claims on anti-trust
and Commerce Clause grounds. None of these lawsuits has
been successful or resulted in the termination of the original
agreement. Recent actions by certain participating
manufacturers, however, have reduced amounts received by the
State and may adversely impact projected payments.
Specifically, a portion of settlement payments have been withheld
(or made under protest) until the courts decide whether California
has diligently enforced the provisions relative to the financial
obligations of non-participating manufacturers to make certain
escrow payments. Annual payments received by the states were
reduced in April 2007 and the County received 7.5% less than
expected, or $98.1 million rather than $106.0 million. While this
decrease resulted in less revenue to the County, there will be no
material impact to the budget since only $89.2 million in Tobacco
Settlement Revenues (TSRs) is allocated for use in Fiscal Year
2007-08.

It has been reported that 38 of the settling states have
commenced enforcement proceedings under the MSA to compel
the participating manufacturers to make the payments, without
reduction for any non-participating manufacturer's adjustment,
until the courts have reached a final non-appealable resolution to
the issue. The California Attorney General initiated such
proceedings on April 18, 2006 claiming that the State had
diligently enforced its MSA responsibilities.

Neither the MSA nor the Memorandum of Understanding restricts
the use of the County’s settlement monies for any specific
purpose. Proceeds received by the County from the settlement
have been deposited in the County’s General Fund and reserved
in a designation for health services. Through April 2007, the
County has received $906.3 million in tobacco settlement
proceeds and accrued interest. It is estimated that approximately
$699.3 million of the collected proceeds will be expended by
June 30, 2007.

The difference between TSRs received and TSRs expended of
approximately $207.0 million has resulted primarily because of
initial delays in developing a spending plan for the funds. In
addition, the Department of Health Services (DHS) has not
expended each year’'s appropriation of TSRs, which increases
the amount maintained in reserve. While DHS has identified
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programmatic uses for projected ongoing TSRs, it continues to
develop plans to use the excess proceeds, primarily for one-
time uses that help decrease its projected deficit.

On February 8, 2006, the County issued $319,827,107 in tax-
exempt Tobacco Settlement Asset-Backed Bonds (Tobacco
Bonds). The Tobacco Bonds are secured and payable from
25.9% of the County’s TSRs beginning in 2011, which is also
the year in which debt service on the Tobacco Bonds
commences. The sale of the Tobacco Bonds was undertaken
to finance construction costs related to the LAC+USC Medical
Center Replacement Facility, as well as insure against the risk
of a substantial loss of a portion of the County’s allocated
tobacco revenues. The use of this fixed percentage of TSRs to
secure and repay the Tobacco Bonds is not expected to
materially impact the DHS programs that rely on such revenues
for funding.

STATE BUDGET

Recent State budgets have reflected the State’s efforts to
stabilize its fiscal position in response to an uncertain and
volatile economy. Over the past ten years, the State budget has
experienced broad fluctuations as the State has responded to
the economic recession of the early 1990's, the economic
recovery later in that decade, and the most recent recession
and recovery. The State’s budgetary decisions during this
period have had significant financial and programmatic impacts
on counties, cities, and other local jurisdictions.

Property Tax Shift

In response to the State’'s 1993-94 budgetary recession, the
State shifted $2.1 billion in property taxes from counties and
$500 million from cities, special districts and redevelopment
agencies to school and community college districts. This action
reduced the County's primary source of discretionary revenue.
The reduction has been partially offset by revenues from the
County's share of the Proposition 172 one-half cent public
safety sales tax.

Public Safetyl/Justice Programs

In 2002, the State reappropriated $92.0 million in grant funding
for the construction of a new crime laboratory in Los Angeles
County, and authorized the issuance of lease revenue bonds to
finance the project. Construction of the crime laboratory was
completed in May 2007.

Trial Courts

In 1998, the State enacted the Trial Court Funding Act, which
provided a major restructuring of Trial Court Funding to stabilize
court funding and provide long-term fiscal relief to counties.
Under the restructuring, the State assumed responsibility for
funding trial court operations, including any increases in
operational costs. Counties retained responsibility for facility
costs and local judicial benefits and make an annual
contribution to the Trial Court Trust Fund. The level of each
county's contribution is based on each county's funding for court
operations in 1994-95.

In November 2002, the State enacted SB1732, which
establishes a governance structure and procedures for the
transfer of court facilities from counties to the State. The



legislation became effective January 1, 2003 and requires a
phased approach during a three-year transition period that
commences in 2004. Any facility transfer requires county
payment for operations and maintenance costs. The county
payment level will remain fixed under a maintenance of effort
agreement to be negotiated between the State and the affected
county. As of April 2007, no County of Los Angeles facility
transfers have occurred.

Medi-Cal Redesign

Recent legislation, Medi-Cal Hospital/Uninsured Care (SB 1100),
will dramatically restructure Medi-Cal payments to California’s
public hospitals under a new federal Medicaid 1115 Waiver.
While subject to revisions based on the State’s analysis, DHS
estimates that it will receive additional Medi-Cal Redesign
funding of approximately $132.5 million for Fiscal Year 2006-07
and $127.1 million for Fiscal Year 2007-08.

It should be noted that the Centers for Medicare and Medicaid
Services (CMS) has approved the Medi-Cal Hospital/Uninsured
Care State Plan Amendment. Approval of a Physician State Plan
Amendment is pending approval by CMS.

STATE-LOCAL GOVERNMENT FINANCES
Local Government Agreement

The 2004-05 Final State Budget included an agreement with
local governments to limit the proposed shift in property tax
revenues to $1.3 billion for the two years ending with Fiscal Year
2005-06. After this period, local governments would relinquish
$4.1 billion of Vehicle License Fee (VLF) backfill revenue in
return for an equal amount of property taxes. The State would be
constitutionally precluded from implementing future property tax
shifts and the State will begin repayment for unreimbursed State
mandates over a five-year period commencing in 2006-07. This
agreement was codified by the passage of Proposition 1A in the
November 2, 2004 election.

Proposition 1A

On November 2, 2004, California voters approved the passage of
Proposition 1A. As discussed earlier, this proposition provided
for an amendment to the State Constitution that limits the State’s
authority to reduce local sales tax rates or alter their method of
allocation, shift property taxes from local governments to schools
or community colleges, or decrease VLF revenues without
providing replacement funding.

Proposition 1A further amended the State Constitution to require
the State to suspend State laws that create unfunded mandates
in any year that the State does not fully reimburse local
governments for their costs to comply with such mandates.

2007-08 STATE BUDGET

The Governor's Proposed State Budget, released in January
2007, has substantially less of an impact to the County than in
prior years due primarily to the passage of Proposition 1A.

The Governor's Budget, along with moving the Presidential
Primary Election to February 2008, would leave the County with
a net loss of $21.7 million. The Budget proposals include
reductions to Integrated Services for Homeless Adults with
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Serious Mental lliness Program ($17.0 million) and the
Substance Abuse Crime Prevention Act Program ($7.0 million)
and the unfunded cost of a February 2008 Presidential Primary
Election ($20.0 million). The Governor's Budget proposes
increases for Health Care Workforce Development ($5.7
million), the Adult Probation Program ($14.6 million) and
LEADER System Replacement ($2.0 million).

The Governor's Budget proposal does not restore funding for
the Property Tax Administration Program, which was suspended
two years ago, with the expectation that the program would be
reinstated in 2007-08. The County’s annual share of the
program was $13.5 million. The impacts of any new State
proposed changes, with the exception of increases to the Health
Care Workforce Development program, are not included in the
County’s Proposed Budget. Upon adoption of the State Budget
for Fiscal Year 2007-08, the County will likely align State budget
actions with the County Budget.

On May 14, 2007, the Governor released revisions to the
Proposed 2007-08 State Budget. The one County program to
be directly impacted by the Governor's May Revision is the
Adult Probation Program, which saw its anticipated funding
reduced from $14.6 million to approximately $6.9 million. The
revised net loss to the County following the May Revision is an
estimated $29.4 million for 2007-08.

In addition, the Proposed Budget does not include the impact of
the Governor’s proposals in the areas of corrections and health
care reform. These proposals are being evaluated as more
details of the plans become available.

THE COUNTY BUDGET

The County Budget is comprised of eight (8) fund groups
through which the County's resources are allocated and
controlled.  These groups include the General, Hospital
Enterprise, and Debt Service Funds (that represent the General
County Budget), Special Funds, Special District Funds, Other
Enterprise Funds and Other Funds.

The General County Budget accounts for approximately 79.7%
of the 2007-08 Proposed County Budget and funds programs
that are provided on a mostly county-wide basis (e.g., health
care, welfare, and detention facilities), municipal services to the
unincorporated areas not otherwise included in a special district,
and certain municipal services to various cities on a contract
fee-for-service basis (e.g., law enforcement, planning and
engineering).

Special Funds represent approximately 9.2% of the 2007-08
Proposed County Budget and are used to account for the
allocation of revenues that are restricted to specific purposes,
such as Public Library operations, courthouse construction
programs and operations, and specified automation projects.

Special Districts account for approximately 7.9% of the 2007-08
Proposed County Budget and are separate legal entities funded
by specific taxes and assessments. These districts provide
public improvements and/or services benefiting targeted
properties and residents. They are governed by the Board of
Supervisors and include, among others, the Flood Control,
Garbage Disposal, Sewer Maintenance and Regional Park and
Open Space Districts.



Other Enterprises reflect only 0.9% of the 2007-08 Proposed
County Budget and are distinct fiscal entities that fund the
operations of certain governmental units that like private
businesses provide specific services to the general public and
are primarily funded by user fees. Included in this fund group are
the Waterworks Districts and the Transit Fund.

Other Funds include approximately 2.0% of the 2007-08
Proposed County Budget and go towards a number of separate
legal entities such as the Community Development Commission
and Housing Authority, which are not special districts but are
controlled by the Board of Supervisors.

The following table details historical General County
appropriations.
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(in thousands)

Fund

County of Los Angeles: General County Budget
Historical Appropriations by Fund

Final
2003-04

Final
2004-05

Final
2005-06

Final
2006-07

Proposed
2007-08

General Fund
Hospital Enterprise Fund
Debt Service Fund

$ 12,104,810
1,640,514
43,521

$ 12,616,794
1,745,137
44,362

$ 13,723,601
1,963,466
10,290

$ 14,837,253
1,773,047
9,554

$ 15,084,965
1,846,086

(in thousands)

Total General Couni Budiet $ 13,788,845 $ 14,406,293 $ 15,697,357 $ 16,619,854 $ 16,931,051

County of Los Angeles: General County Budget
Historical Funding Requirements and Revenue Sources

Revenue Sources

Final Final Final Final Proposed
2003-04 2004-05 2005-06 2006-07 2007-08
Requirements
Social Services $ 4,696,224 $ 4,711,572 $ 4,651,813 $ 4,749,055 $ 4,903,286
Health 4,216,053 4,318,251 4,638,706 4,930,299 5,086,019
Justice 3,401,501 3,550,049 3,826,565 4,177,707 4,372,509
Other 1,475,067 1,826,421 2,580,273 2,762,793 2,569,237
Total $ 13,788,845 $ 14,406,293 $ 15,697,357 $ 16,619,854 $ 16,931,051

(in thousands)

County of Los Angeles: General County Budget
Historical Summary of Funding Requirements by Budgetary Object and Available Financing

Property Taxes $ 1,756,796 $ 2,532,415 $ 2,744,055 $ 3,246,500 $ 3,589,820
State Assistance 4,260,158 4,252,927 4,417,274 4,716,625 4,840,876
Federal Assistance 4,510,919 4,070,743 3,986,571 4,091,431 4,149,428
Other 3,260,972 3,550,208 4,549,457 4,565,298 4,350,927
Total $ 13,788,845 $ 14,406,293 $ 15,697,357 $ 16,619,854 $ 16,931,051

Final Final Final Final Proposed
2003-04 2004-05 2005-06 2006-07 2007-08
Financing Requirements
Salaries & Employee Benefits $ 6,245,540 $ 6,607,111 $ 7,101,154 $ 7,701,124 8,316,755
Services & Supplies 4,539,358 4,619,687 4,993,336 5,480,217 5,593,603
Other Charges 3,779,382 3,782,145 3,607,279 3,031,605 3,019,623
Fixed Assets 372,395 490,517 812,222 1,269,445 1,245,023
Other Financing Uses 1,005,172 1,129,523 1,406,675 1,130,994 1,161,503
Residual Equity Transfers Out 370 299 291 379 278
Appropriation for Contingencies 22,526 16,221 - - -
Interfund Transfer (1,584,315) (1,728,744) (2,099,672) (1,547,962) (1,648,801)
Gross Appropriation $ 14,380,428 $ 14,916,759 $ 15,821,285 $ 17,065802 $ 17,687,984
Less: Intrafund Transfers 697,293 708,686 769,845 791,309 844,530

Net Appropriation

Reserves
General Reserve
Designations/Other Reserves
Estimated Delinquencies

$ 13,683,135

$ 4,367
100,987
356

$ 14,208,073

$ 4,007
194,034
179

$ 15,051,440

$ 3,747
641,722
448

$ 16,274,493

$ 3,439
341,871
51

$ 16,843,454

$ 3,000
84,597

Total Financing Requirements

Available Financing

$ 13,788,845

$ 14,406,293

$ 15,697,357

$ 16,619,854

$ 16,931,051

Fund Balance $ 681,196 $ 874,846 $ 911,894 $ 1,073,017 $ 1,217,445
Cancellation of Reserve/Designation 264,763 222,101 944,318 823,328 366,793
Property Taxes: Regular Roll 1,706,011 2,452,682 2,638,633 3,132,117 3,400,595

Supplemental Roll 50,785 79,733 105,422 114,383 189,225
Revenue 11,086,090 10,776,931 11,097,090 11,477,009 11,756,993

Total Available Financing

$ 13,788,845

$ 14,406,293

$ 15,697,357

$ 16,619,854

$ 16,931,051

Source: Chief Administrative Office




RECENT COUNTY BUDGETS

Recent General County Budgets have reflected a conservative
approach and sought to maintain a stable budgetary outlook in
an uncertain fiscal environment.

The stability of the County’s budget over the past ten years has
been highlighted by:

o the County’s initiation of a multi-year plan to lessen its
reliance on surplus investment earnings from LACERA
to fund ongoing costs of the retirement program. By
substantially increasing its Net County Cost contribution
over the prior ten (10) fiscal years, the County will have
eliminated its use of the surplus investment credit.
2007-08 marks the end of the County’s reliance on
pension excess earnings;

e the allocation of $757.0 million in local one-time
discretionary funding on deferred maintenance and
capital improvement needs;

e increased federal and State revenues for mental health
and probation programs;

e the amendment of County ordinances that brought the
County’s general purpose taxes into conformance with
Proposition 218 restrictions and requirements;

e a decrease in welfare assistance payments due to the
enactment of the State’s Welfare-to-Work Act of 1997
and creation of the California Work Opportunity and
Responsibility to Kids Program (CalWORKs) with the
intent of assisting recipients in the transition from
welfare to employment through increased administrative
flexibility and access to certain support services, such
as child care, that diminish barriers to employment;

e the approval of a $110.3 million Security Action Plan for
the County, to be funded from State and federal
revenue, to augment specialized firefighting, health and
law enforcement activities in response to the September
11, 2001 terrorist attacks and the subsequent threat of
further terrorist acts;

e an increase in preventative, outpatient care services
through  the implementation of  public-private
partnerships with community based health organizations
in accordance with the requirements of the federal
Medicaid 1115 Waiver;

e the gradual elimination of 1115 Waiver funding over the
five-year extension period ending on June 30, 2005; and

e anincrease in funding to reopen jail facilities throughout
the Sheriff's custody system and to add deputies to
increase patrols in the unincorporated areas of the
County.

e an increase in funding for the Probation Department to
implement plans to comply with the Department of
Justice settlement agreements, redesign camps,
restructure  camp management and increase
administrative and support staff throughout the
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department. Since 2005-06 the County has committed
a total of $75.1 million in new ongoing funding to
address the Probation Department's comprehensive
improvement strategy.

These actions, combined with a gradual improvement in the
local economy and the absence of additional revenue shifts by
the State, have resulted in the highest level of stability since
1992-93.

Current and future County budgets are further stabilized due to
the passage of Proposition 1A in November 2004, which
secured long-term financial protection from a State reallocation
of property tax revenues during times of State fiscal crisis. The
State can no longer reallocate local property taxes to reduce the
costs for funding schools. While Proposition 1A guarantees
more predictable funding and relief from unfunded mandates,
the County was required to contribute $103.2 million to the State
in both 2004-05 and 2005-06 as part of the Local Government
Agreement. This agreement also provides for the substitution of
vehicle license fee funds with property tax revenues, which
gives the County increased reliability as property taxes have
historically been one of the least volatile forms of revenue.

The dependability of property tax revenues is due in large part
to Proposition 13, which helps to insulate the County from the
cyclical nature of the real estate market. As discussed earlier,
Proposition 13 limits the growth of assessed valuations and
allows for reassessments only when a property is sold. As a
result, there is a significant amount of “stored” home value
appreciation that is not reflected on the property tax rolls and
which would help to offset any future reduction in assessed
valuations. Changes of ownership requiring a reassessment
under Proposition 13 added approximately $65 billion to the
Assessment Roll in 2006, representing over 69% of the $94
billion increase from 2005.

Health Services

The expiration of a federal Medicaid 1115 Waiver on June 30,
2005, combined with the structural deficit in the DHS budget,
represents the County's most difficult budgetary challenge. This
annual structural deficit of approximately $300 million has
resulted in the need to use one-time funding to address ongoing
commitments.

DHS has been planning for anticipated budget deficits for
several years. In 2002, it released a System Redesign proposal
to provide a comprehensive approach to consolidating and
reducing services as well as obtaining additional federal and
State financial support. The Board of Supervisors approved this
plan in June 2002. DHS successfully implemented some of the
plan's recommendations; however, legal action resulting in a
Federal Court injunction has until recently prevented the
transition or closure of Rancho Los Amigos National
Rehabilitation Center (Rancho) and the reduction of 100
inpatient beds at LAC+USC Medical Center, each of which
would have resulted in substantial savings.

On August 9, 2005, the Board of Supervisors approved a
negotiated settlement with the plaintiffs in the above-referenced
legal action (the Harris-Rodde Settlement Agreements). The
Federal District Court approved the Harris settlement on
December 19, 2005, and the Rodde settlement on March 10,
2006. These settlement agreements allow for the phased



reduction of beds at LAC+USC contingent upon meeting
established milestone reductions in patients’ average length of
stay. Specifically, DHS was able to reduce 25 beds immediately,
with additional decreases tied to achieving and maintaining
milestone reductions for prescribed periods of time. The
settlement also calls for DHS to continue to operate Rancho,
although at a reduced size with only core rehabilitation services,
for a three-year period through March 9, 2009, while the County
simultaneously seeks an entity to take-over hospital operations.
DHS estimates that it will be able to achieve cumulative net
savings of approximately $61.4 milion as a result of
implementing settlement-related efforts through Fiscal Year
2008-09. (See “General Litigation” in the Information Statement
section of this Appendix A for additional information).

The DHS Fiscal Outlook Update presented to the Board of
Supervisors on April 17, 2007, demonstrated that the DHS Fiscal
Year 2007-08 Proposed Budget is balanced. However, additional
costs and potential sources of revenue identified in the Fiscal
Outlook report are currently being reviewed as part of the
County’s budget process. Included in the 2007-08 Proposed
County Budget is $93.0 million in revenue related to the
Managed Care Supplemental Rate that is currently pending
approval with the Centers for Medicare and Medicaid Services
(CMS). The possibility that this revenue may not be approved by
CMS presents a potential risk to the DHS budget for 2007-08.
Also not contemplated in the Proposed County Budget is the
Medicaid cap recommended by the President in his budget
proposal for Federal Fiscal Year 2008. As mentioned earlier, the
introduction of a cap on Medicaid payments could potentially cost
the County as much as $200 million annually.

Included with the April 17, 2007 DHS Fiscal Outlook Update was
a deficit management plan requested by the Board, which
identified specific actions the department can take to enhance
savings and facilitate potential new sources of revenue. Should
all of the proposed deficit management plan actions be
implemented, DHS forecasts that it will achieve a budget surplus
of $24.7 million for Fiscal Year 2007-08. In addition to the
specific actions recommended in its deficit management plan,
DHS will continue to evaluate the overall configuration of health
services within Los Angeles County and will present options for
further savings to the Board of Supervisors in June 2007.

On September 22, 2006, the Centers for Medicare and Medicaid
Services (CMS) notified the County that Martin Luther King/Drew
Medical Center (MLK) would lose its certification effective
November 30, 2006. This would have made MLK ineligible to
receive Medicaid and Medicare funding, jeopardizing
approximately $200 million in federal assistance to the hospital.
To remedy this situation, the County developed a new model of
care that would reduce services at MLK and transfer control of
the facility to the County’s Harbor-UCLA Medical Center. The
County presented this new service model as an option to CMS in
order to allow MLK to continue to be certified. As a result, CMS
agreed to extend the effective termination date to March 31, 2007
to allow the County to transition to this new care model. An
additional extension, through August 15, 2007, was granted by
CMS on March 30, 2007. This extension allows DHS to continue
to provide patient care to South Los Angeles residents under a
CMS agreement, while finalizing the implementation of the
MetroCare Plan.
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Property Tax for Emergency Services

The Board of Supervisors approved the placement of Measure
B on the County’s November 5, 2002 ballot, which proposed a
property tax increase of three cents per square foot of structural
improvements to fund trauma and emergency medical services
at public and private medical facilities throughout the County. It
was anticipated that passage of this property tax increase would
generate up to $168.0 million per year.

The County’s voters approved Measure B on November 5, 2002
with a 73% majority vote. DHS has developed plans to
maximize the benefit of the Measure B funds. The 2007-08
Proposed County Budget includes $215.2 million in Measure B
funds to support trauma and emergency medical services at
public and private medical facilities in the County and to fund
the DHS bioterrorism preparedness activities.

2007-08 PROPOSED BUDGET

The 2007-08 Proposed Budget, which was approved by Board
of Supervisors on April 17, 2007, appropriates $21.2 billion, a
0.9% increase from the prior year. For General County
purposes (General Fund, Hospital Enterprise Fund and Debt
Service Fund), the Proposed Budget recommends $16.9 billion,
which represents a 1.9% increase from the 2006-07 Final
Adopted Budget. The Proposed Budget added 1,425.6
budgeted positions for Fiscal Year 2007-08.

The 2007-08 Proposed Budget is supported by $3.6 billion in
property taxes, $4.1 billion in federal contributions, $4.8 billion in
State contributions, $0.4 billion in cancelled reserves and
designations and approximately $3.8 billion in other funding.

Overall, the 2007-08 Proposed Budget results in a $311.2
million increase, which reflects a 1.9% increase from the Fiscal
Year 2006-07 Final Adopted Budget. The Fiscal Year 2007-08
Proposed Budget once again builds on the prior years’ budgets
that focused funding on public protection and health services
needs. The Fiscal Year 2007-08 Proposed Budget provides
funding to address a number of public protection, including anti-
gang initiatives, and health care issues facing the County.

The tables on the following pages summarize and compare the
Final Adopted 2006-07 General County Budget with the
Proposed 2007-08 General County Budget.



COUNTY OF LOS ANGELES
GENERAL COUNTY BUDGET

COMPARISON OF FINAL ADOPTED 2006-07 BUDGET TO PROPOSED 2007-08 BUDGET

Net Appropriation: By Function
(In thousands)

2006-07 2007-08 Percentage
Function Final Budget () Proposed Budget Difference Difference
REQUIREMENTS
General
General Government $ 933,933.0 $ 891,266.0 $ (42,667.0) -4.57%
General Services 223,410.0 210,160.0 (13,250.0) -5.93%
Public Buildings 1,090,052.0 1,112,761.0 22,709.0 2.08%
Total General $ 2,247,395.0 $ 2,214,187.0 $ (33,208.0) -1.48%
Public Protection
Justice $ 3,880,726.0 $ 4,195,499.0 $ 314,773.0 8.11%
Other Public Protection 144,253.0 127,010.0 (17,243.0) -11.95%
Total Public Protection $ 4,024,979.0 $ 4,322,509.0 $ 297,530.0 7.39%
Health and Sanitation 4,930,299.0 5,086,019.0 155,720.0 3.16%
Public Assistance 4,749,055.0 4,903,286.0 154,231.0 3.25%
Recreation and Cultural Services 239,804.0 243,556.0 3,752.0 1.56%
Insurance and Loss Reserve 73,897.0 73,897.0 - 0.00%
Reserves/Designations 345,361.0 87,597.0 (257,764.0) -74.64%
Debt Service 9,064.0 - (9,064.0) -100.00%
Appropriation for Contingency - - - 0.00%
Total Requirements $ 16,619,854.0 $ 16,931,051.0 $ 311,197.0 1.87%
AVAILABLE FUNDS
Property Taxes $ 3,246,500.0 $ 3,589,820.0 $ 343,320.0 10.58%
Fund Balance 1,073,017.0 1,217,445.0 144,428.0 13.46%
Cancelled Prior-Year Reserves 823,328.0 366,793.0 (456,535.0) -55.45%
Intergovernmental Revenues
State Revenues
In-Lieu Taxes $ 509,881.0 $ 526,912.0 $ 17,031.0 3.34%
Homeowners' Exemption 20,500.0 20,500.0 - 0.00%
Public Assistance Subventions 1,477,021.0 1,543,141.0 66,120.0 4.48%
Other Public Assistance 545,937.0 536,362.0 (9,575.0) -1.75%
Public Protection 869,706.0 877,649.0 7,943.0 0.91%
Health and Mental Health 873,752.0 916,133.0 42,381.0 4.85%
Capital Projects 94,879.0 50,160.0 (44,719.0) -47.13%
Other State Revenues 37,881.0 35,845.0 (2,036.0) -5.37%
Total State Revenues $ 4,429,557.0 $ 4,506,702.0 $ 77,145.0 1.74%
Federal Revenues
Public Assistance Subventions $ 2,078,749.0 $ 2,135,485.0 $ 56,736.0 2.73%
Other Public Assistance 201,209.0 199,197.0 (2,012.0) -1.00%
Public Protection 139,274.0 137,378.0 (1,896.0) -1.36%
Health and Mental Health 604,163.0 646,314.0 42,151.0 6.98%
Capital Projects 3,581.0 2,260.0 (1,321.0) -36.89%
Other Federal Revenues 2,396.0 2,345.0 (51.0) -2.13%
Total Federal Revenues $ 3,029,372.0 $ 3,122,979.0 $ 93,607.0 3.09%
Other Governmental Agencies 99,937.0 93,625.0 (6,312.0) -6.32%
Total Intergovenmental Revenues $ 7,558,866.0 $ 7,723,306.0 $ 164,440.0
Fines, Forfeitures and Penalties 200,190.0 201,012.0 822.0 0.41%
Licenses, Permits and Franchises 54,364.0 56,114.0 1,750.0 3.22%
Charges for Services 2,031,307.0 2,089,310.0 58,003.0 2.86%
Other Taxes 192,960.0 199,577.0 6,617.0 3.43%
Use of Money and Property 130,166.0 131,584.0 1,418.0 1.09%
Miscellaneous Revenues 405,129.0 466,172.0 61,043.0 15.07%
Operating Contribution from General Fund 904,027.0 889,918.0 (14,109.0) -1.56%
Total Available Funds $ 16,619,854.0 $ 16,931,051.0 $ 311,197.0 1.87%

1) Reflects the Final Adopted 2006-07 Budget approved by the Board of Supervisors on September 26, 2006.
2 Reflects the 2007-08 Proposed General County Budget a
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roved by the Board of Supervisors on April 17, 2007.




COUNTY OF LOS ANGELES
FINAL ADOPTED 2006-07 GENERAL COUNTY BUDGET
Net Appropriation: By Fund and Function
(In thousands)
General Debt Service Hospital Total
Function Fund Fund Enterprise Fund General County
REQUIREMENTS
General
General Government $ 933,933.0 $ -3 - % 933,933.0
General Services 223,410.0 - - 223,410.0
Public Buildings 1,090,052.0 - - 1,090,052.0
Total General $ 2,247,395.0 $ -3 - $ 2,247,395.0
Public Protection
Justice $ 3,880,726.0 $ - 3 - 3 3,880,726.0
Other Public Protection 144,253.0 - - 144,253.0
Total Public Protection $ 4,024,979.0 $ - $ - $ 4,024,979.0
Health and Sanitation $ 3,157,252.0 $ -3 1,773,047.0 $ 4,930,299.0
Public Assistance 4,749,055.0 - - 4,749,055.0
Recreation and Cultural Services 239,804.0 - - 239,804.0
Insurance and Loss Reserve 73,897.0 - - 73,897.0
Reserves/Designations 344,871.0 490.0 - 345,361.0
Debt Service - 9,064.0 - 9,064.0
Appropriation for Contingency - - - -
Total Requirements $ 14,837,253.0 $ 9,554.0 $ 1,773,047.0 $ 16,619,854.0
AVAILABLE FUNDS
Property Taxes $ 3,241,133.0 $ 5367.0 $ - $ 3,246,500.0
Fund Balance 1,069,828.0 3,189.0 - 1,073,017.0
Cancelled Prior-Year Reserves 681,264.0 747.0 141,317.0 823,328.0
Intergovernmental Revenues
State Revenues
In-Lieu Taxes $ 509,881.0 $ - 3 - $ 509,881.0
Homeowners' Exemption 20,500.0 - 20,500.0
Public Assistance Subventions 1,477,021.0 - - 1,477,021.0
Other Public Assistance 545,937.0 - - 545,937.0
Public Protection 869,706.0 - - 869,706.0
Health and Mental Health 821,328.0 - 52,424.0 873,752.0
Capital Projects 94,879.0 - - 94,879.0
Other State Revenues 37,881.0 - - 37,881.0
Total State Revenues $ 4,37