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a) Introductory Section

The CAFR for the City of Los Angeles is presented in 3 sections

· Introductory Section includes Letter of Transmittal from the City Controller, City Organizational Chart, Directory of City Officials and the City Controller’s Office, and reproduction of the City’s Government Finance Officers Association of the U.S. and Canada (GFOA) Certificate of Achievement for Excellence in Financial Reporting for fiscal year ended June 30, 1997.

· Financial Section includes the independent auditor’s report on the general purpose financial statements, as well as the combining and individual fund statements and schedules for the City funds, account groups and component units; and

· Statistical Section includes selected financial and demographic data depicting the City’s historical trends and other significant information. 

The CAFR is for fiscal year ended June 30, 1998. The Letter of Transmittal, dated 12/18/98 is submitted by Rick Tuttle, the City Controller. The City (the primary government) consists of the funds, account groups, departments, agencies, boards and commissions for which the City is financially accountable. The City’s reporting entity consist of 40 departments, bureaus, commissions and offices, and 3 pension systems governed by the City Charter . There are blended component units such as LA Harbor Improvement Corp., Parking Authority of LA, and Municipal Improvement Corp. The organizational chart lists all departments for the city of LA, showing to whom they report and if they are operating, support, of operating and support department. 

The Letter of Transmittal has a section called Economic Condition and Outlook. It explains a little about the overall US economy and how LA measures up to it. The California economy is said to show “modest growth” at the balance sheet date. There is a 2.3% increase in employment in LA. Jobs are being added in the business service, education, retail trade, entertainment, and durable goods manufacturing. The sales tax receipt is considered by LA to best reflect the direction of the economy and it increased over 6% for the fiscal year. 

The Introductory section also takes into consideration that in the future there will be changes to city taxes which may impact city tax revenues. There is also concern about Proposition 218, which restricts the City’s ability to impose or increase certain taxes or assessments. 

Major fund types are not defined, rather, majority of the Letter of Transmittal explains major initiatives and accomplishments of various departments for the fiscal year 1997-98. Such accomplishments are crimes decreasing 13.6%, numerous emergencies the Fire Department responded to, amount of wastewater processed due to El Nino, opening of libraries and enhancements to the City’s internet site, etc. Many programs were started in the year; expansion of police stations, start of $10 million Smart Shuttle Program, identify projects to qualify for public-private partnership grant or foundation funding, etc. 

The majority of revenues from General Government were from taxes (53%), intergovernmental (19%), and charges for services (18%). The majority of expenditures of General Government were protection of persons and property (37%), community development (12%) and general government (12%). Significant changes in financial condition occurring during the year are not given much attention. There is mention of reduction of levies to pay MICLA bond issues, Y2K requirements met, increase in health and sanitation, etc. Other information about changes are in the sections regarding each department. 

There is a listing of city officials including the major, attorney, controller, and city counsel. There is mention of submitting the ‘97-98 CAFR to GFOA for a Certificate of Achievement. 

b) Financial Section

1) Audit Report

The Financial Statements were audited by Macias, Gini & Company LLP, independent auditors. They did not audit financial statements of the following departments and component unit: City Departments of Airports, Harbor and Water and Power, City Employees’ Retirement System, Fire and Police Pension System, Water and Power Employees’ Retirement, Disability and Death Benefit Insurance Plan, and the Community Redevelopment Agency of the city of LA. These sections were audited by various of auditors and they provided unqualified reports to Macias, Gini & Co. The audit was conducted in accordance with GAAS and the standards applicable to financial audits contained in Governmental Auditing Standards. It is stated that in the auditors’ opinion the reports are in conformity with GAAP. 

2) No mention of GASB #34

3) General Purpose Financial Statements
The following statements are included in the General Purpose Financial Section:

1) Combined Balance Sheet – All Fund Types, Account Groups, and Discretely Presented Component Unit

2) Combined Statement of Revenues, Expenditures, and Changes in Fund Balances – All Governmental Fund Types, Expendable Trust Funds and Discretely Presented Component Unit

3) Combined Statement of Revenues, Expenditures, and Changes in Fund Balances – Budgeted and Actual

4) Combined Statements of Revenues, Expenses and Change in Retained Earnings – Proprietary Fund Type

5) Combined Statement of Changes in Plan Net Assets – Fiduciary Fund Type

6) Combined Statement of Cash Flows – Proprietary Fund Types

4) There are notes to General Purpose F/Ss

5) Following the notes are “Combining and Individual Fund F/Ss and Schedules”

Section for General Fund, Special Revenues Fund, Debt Service Fund, Capital Projects Fund, Enterprise Fund, Fiduciary Fund, and General Fixed Assets Account Group.

6) There is no MD&A
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A) General Fund

Notes to F/Ss state that the General Fund is the principal fund of the city. It accounts for all financial transactions not accounted for in other funds. All governmental funds (and Expendable Trust Funds) are accounted for using current financial resources measurement focus. Generally, only current assets and  current liabilities are included in the balance sheet. Operating statements present increases and decreases in net current assets. The modified accrual basis of accounting is used. Revenues are recognized in accounting period in which they become both measurable and available. The statements look to be using the accrual basis, there are accounts for tax receivables, specials assessment receivables and account receivables. 

B) Special Revenues Fund
There are 32 funds and 2 component units identified separately because they are either major funds and/or have annually adopted budgets. They make up 87% of the revenues of Special Revenue Fund. Because of the large number of SRFs, the F/S’s have been prepared by grouping those funds that are similar in nature. Some Special Revenue Funds are ; Recreation and Parks, Library, Fire Safety Improvement Assessment, Crime Bills Grant, Earthquake Section 108 Loan Program, etc. Each major fund has a short paragraph explaining the source of revenue and its designated purpose. Uses the same basis of accounting as the General Fund. 

C) Other Governmental Fund Types
Other governmental funds besides the General Fund and Special Revenue Fund included in the Combined Balance Sheet are: Debt Service Fund and Capital Projects Fund. There are not ofther governmental fund types included in other statements. 

D) Proprietary Funds
Propriety Fund is only made up of Enterprise Funds, they include: Airport Fund, Harbor Fund, Energy and Water Fund, Sewer Fund, and Convention Center Enterprise Fund. There are accounted for on flow of economic resources measurement focus. All assets and liabilities  are included on the balance sheet. The accrual basis is used, therefore, revenues are recognized when earned. 

E) Fiduciary Funds
Fiduciary funds include Expendable and Pension Trust Funds and Agency Funds. Some funds are Library Trust, Animal Welfare Trust, Project Restore Trust, Pershing Square Trust, etc. Expendable trust funds are treated like Governmental Funds, using modified accrual basis. Pension Trust Funds, like Proprietary Funds, use the accrual basis.

F) Capital Assets
In the Combined Balance Sheet there is a column for General Fixed Assets and General Long Term Debt.

