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Approval to Accept Annual Audited Financial Reports for Fiscal Year Ended June 30, 2007

DISCUSSION:

The first report is the County's Annual Financial Report, which includes the independent
auditor's opinion on the report. The Board of Supervisors is required by law to cause to be
prepared, audited, and published an annual financial report. The County received an
unqualified opinion (meaning no adverse findings) on the report based on the audit
performed by Brown Armstrong Accountancy Corporation. The audit was performed in
compliance with Government Auditing Standards, issued by the Comptroller General of the
United States.

The second report is the Report to Management, which discusses required
communications and comments related to County operations.

The third report is the Single Audit performed in accordance with the Single Audit Act to
determine compliance with laws and regulations over our spending of federal awards. This
report includes the Schedule of Findings and Questioned Costs, which includes three new
findings related to the following programs: Adoption Assistance and Food Stamps. County
management has included their responses and corrective action plans.

The fourth report is the financial report for Health Services Agency, which includes the
independent auditor's opinion on the report. This is a separate audit report of the Health
Services Agency Enterprise Fund. Health Services Agency also received an unqualified
opinion on their report.

The last report is the Report to Management, which discusses required communications
and comments regarding Health Services Agency Clinic and Ancillary Services Enterprise
Fund.

Copies of the reports are available from the Clerk of the Board and on-line on the County's
web-site.

POLICY ISSUES:

Government Code Section 25250 and 25253 authorize the Board of Supervisors to employ
the services of an independent certified public accountant to perform an examination of the
financial statements of the county in accordance with generally accepted auditing
standards. Acceptance of this report is consistent with the County's goal of promoting
efficient government operations.

STAFFING IMPACT:

Auditor-Controller staff spent approximately 1,600 hours to complete the Annual Financial
Report for the fiscal year ending June 30, 2007. County departments responding to
requests for information related to the financial statement audit and the single audit also
expended a significant number of hours.
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INDEPENDENT AUDITOR’S REPORT

To the Honorable Grand Jury and Board of Supervisors
of the County of Stanislaus, California

We have audited the accompanying financial statements of governmental activities, the
business-type activities, each major fund, the aggregated remaining fund information, of
the County of Stanislaus, California, (the County)}, as of and for the year ended June 30,
2007, which collectively comprise the County's basic financial statements as listed in the
table of contents. These financial statements are the responsibility of the County’s
management. Our responsibility is to express an opinion on these financial statements
based on our audit.

We conducted our audit in accordance with auditing standards generaily accepted in the
United States of America. Those standards require that we plan and perform the audit to
obtain reasanable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing
the accounting principles used and significant estimates made by management, as well
as evaluating the overall financial statement presentation. We believe that our audit
provides a reasonable basis for our opinions.

In our opinion, the financial statements referred to above present fairly, in all material
respects, the respective financial position of the governmental activities, the business-
type activities, each major fund, the aggregated remaining fund information of the County
of Stanislaus, California, as of June 30, 2007, and the respective changes in financial
position and cash flows, where applicable, thereof for the year then ended in conformity
with accounting principles generally accepted in the United States of America.

The management’s discussion and analysis as listed in the accompanying table of
contents is not a required part of the County's basic financial statements, but are
supplementary information required by the Governmental Accounting Standards Board.
We have applied certain limited procedures, which consisted principally of inquiries of
management regarding the methods of measurement and presentation of the
supplementary information. However, we did not audit the information and express no
opinion on it.
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Our audit was conducted for the purpose of forming an opinion on the financial statements that
collectively comprise the County's basic financial statements. The combining and individual fund financial
statements and schedules and the statistical section identified in the table of contents, where applicable,
are presented for the purposes of additional analysis and are not a required part to the basic financial
statements. The information in the statistical section has not been subjected to the auditing procedures
applied in the audit of the financial statements and, accordingly, we do not express an opinion on it. The
combining and indiviaual fund financial statements and schedules have been subjected to the auditing
procedures applied in the audit of the basic financial statements and, in our opinion, are fairly stated, in ail
material respects, in relation to the basic financial statements taken as a whole.

In accordance with Government Auditing Standards, we have also issued our report dated January 7,
2008, on our consideration of the County of Stanislaus’ internal controf over financial reporting and on our
tests of its compliance with certain provisions of laws, regulations, contracts, and grant agreements and
other matters. The purpose of that report is to describe the scope of our testing of internal control over
financial reporting and compliance and the results of that testing, and not to provide an opinion on the
internal control over financial reporting or on compliance. That report is an integral part of an audit
performed in accordance with Government Auditing Standards and should be considered in assessing
the results of our audit.

BROWN ARMSTRONG PAULDEN
McCOWN STARBUCK THORNBURGH & KEETER
ACCOUNTANCY CORPORATION

<
—_

AN TN

Bakersfield, California
January 7, 2008
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Management’s Discussion and Analysis

As management of the County of Stanislaus (County), we offer this narrative overview and
analysis of the financial activities of the County for the fiscal year ended June 30, 2007. Please
read it in conjunction with the County’s basic financial statements following this section.

FINANCIAL HIGHLIGHTS

® The assets of the County exceeded liabilities at the close of the 20006-2007 fiscal year by
$718 million (net assets). Of this amount, $494 million is invested in capital assets net of
related debt and $182 million is restricted for specific purpose (restricted net assets), leaving
$42 million in unrestricted net assets.

e The government’s total net assets increased by $36 million.

e As of June 30, 2007, the County governmental funds reported combined fund balances of
$440 million, an increase of $20 million from the prior year. Approximately 80% of the
combined fund balances, or $354 million is available to meet the County’s current and future
needs (unreserved fund balance).

e At the end of the fiscal year, unreserved fund balance for the general fund was $73 million,
or 29% of total general fund expenditures and transfers.

® The County’s total long-term debt decreased by $15 million in fiscal year 2006-2007 due to
refundings of three Certificates of Participation and annual debt service payments.

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis are intended to serve as an introduction to the County’s basic
financial statements. There are three components to the County’s basic financial statements 1)
Government-wide financial statements; 2) Fund financial statements and 3) Notes to the basic
financial statements. This report also contains other supplementary information.

Government-wide Financial Statements are designed to provide readers with a broad overview
of County finances, in a manner similar to a private-sector business.

The statement of net assets presents information on all County assets and liabilities, with the
difference between the two reported as net assets. Over time, increases or decreases in net assets
may serve as a useful indicator of whether the financial position of the County is improving or
deteriorating.

The statement of activities presents information showing how net assets changed during the most
recent fiscal year. All changes in net assets are reported as soon as the underlying event giving
rise to the change occurs, regardless of the timing of related cash flows. Thus, revenues and
expenses are reported in this statement for some items that will result in cash flows in future
fiscal periods (e.g., uncollected taxes and earned but unused vacation leave).




Management’s Discussion and Analysis (Continued)

OVERVIEW OF THE FINANCIAL STATEMENTS (Cont.)

Both of these government-wide financial statements distinguish functions of the County that are
principally supported by taxes and intergovernmental revenues (governmental activities) from
other functions that are intended to recover all or a significant portion of their costs through user
fees and charges (business-tvpe activities). The governmental activities of the County include
general government, public protection, public ways and facilities, health and sanitation, public
assistance, education and recreation and cultural services. The business-type activities of the
County include the Fink and Geer Road Landfills, Health Clinics and Ancillary Services,
Stanislaus Behavioral Health Center, Inmate Welfare/Commissary and Transit.

The government-wide financial statements include not only the County (known as the primary
government), but also legally separate entities (component units) for which the County is
financially accountable. There are five component units included in these financial statements.
The Redevelopment Agency, Stanislaus County Capital Improvements Financing Authority,
Stanislaus County Tobacco Funding Corporation, In-Home Supportive Services Public Authority
and the Lighting Districts, although legally separate, function for all practical purposes as
departments of the County and therefore, are included as an integral part of the primary
government.

The government-wide financial statements can be found on pages 15-17 of this report.

Fund Financial Statements are groupings of related accounts that are used to maintain control
over resources that have been segregated for specific activities or objectives. The County, like
other state and local governments, uses fund accounting to ensure and demonstrate finance-
related legal compliance. All of the funds of the County can be divided into three categories:
governmental funds, proprietary funds and fiduciary funds.

Governmental funds are used to account for essentially the same functions reported as
governmental activities in the government-wide financial statements. However, unlike the
government-wide financial statements, governmental funds financial statements focus on near-
term inflows and outflows of spendable resources, as well as on balances of spendable resources
available at the end of the fiscal year. Such information may be useful in evaluating a county’s
near-term financing requirements.

Because the focus of governmental funds is narrower than that of the government-wide financial
statements, it is useful to compare the information presented for governmental funds with similar
information presented for governmental activities in the government-wide financial statements.
By doing so, readers may better understand the long-term impact of the government’s near-term
financing decisions. Both the governmental funds balance sheet and the governmental funds
statement of revenues, expenditures and changes in fund balances provide a reconciliation to
facilitate this comparison between governmental funds and governmental activities.

For the governmental funds, information is presented separately for the General Fund, Tobacco
Settlement, Behavioral Health and Recovery Services, Community Services Agency, and Public
Facility Fees, all of which are considered to be major funds. Data from the other governmental
funds are combined into a single, aggregated presentation. Individual fund data for each of the
non-major governmental funds is provided in the form of combining statements elsewhere in this
report.




Management’s Discussion and Analysis (Continued)
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OVERVIEW OF THE FINANCIAL STATEMENTS (Cont.)

The County adopts an annual appropriated budget for its General Fund and most of its special
revenue funds. Budgetary comparison statements have been provided in this report for the
General Fund and the major special revenue funds.

The governmental funds financial statements can be found on pages 18-31 of this report

Proprietary funds are divided into two types. Enterprise funds are used to report the same
functions presented as business-type activities in the government-wide financial statements. The
County uses enterprise funds to account for the Fink and Geer Road Landfills, Health Clinics and
Ancillary Services, Stanislaus Behavioral Health Center, Inmate Welfare/Commissary and
Transit activities. Internal service funds are an accounting device used to accumulate and
allocate costs internally among the County’s various functions. The County uses internal service
funds to account for its self-insurance activities, Central Services, Fleet Services, Technology
and Communication, and Morgan Shop Garage. All of these activities, except the Professional
Liability Self-insurance Fund, predominantly benefit governmental functions and have been
included within governmental activities in the government-wide financial statements. The
Professional Liability Insurance Fund predominantly benefits business type functions and is
included within the business-type activities in the government-wide financial statements,

Proprietary funds provide the same type of information as the government-wide financial
statements, only in more detail. The Fink and Geer Road Landfills, and the Health Clinics and
Ancillary Services Fund are considered to be major funds of the County. The County’s internal
service funds are combined into a single, aggregated presentation in the proprietary funds
financial statements. Individual fund data for the internal service funds is provided in the form of
combining statements elsewhere in this report.

The proprietary funds financial statements can be found on pages 32-35 of this report.

Fiduciary funds are used to account for resources held for the benefit of parties outside the
government. Fiduciary funds are not reflected in the government-wide financial statements
because the resources of those funds are not available to support the County's own programs.
The accounting used for fiduciary funds is much like that used for proprietary funds except for
agency funds.

The fiduciary fund financial statements can be found on pages 36-37 of this report.

Notes to the Financial Statements provide additional information that is essential to a full
understanding of the data provided in the government-wide and fund financial statements. The
notes can be found on pages 38-80 of this report.

The combining and individual fund statements referred to earlier provide information for non-
major governmental funds, enterprise and internal service funds and arc presented immediately
following the notes to the financial statements. Combining and individual fund statements can be
found on pages 8§1-95 of this report.
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Management’s Discussion and Analysis (Continued)

GOVERNMENT-WIDE FINANCIAL ANALYSIS (Cont.)
Governmental activities (Cont.)

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

County of Stanislaus Changes in Net Assets

Governmental Activities Business-type Activities Total
2007 2006 2007 2006 2007 2006
Revenues:

Program revenues:
Charges for services $122,739,381  $130,770,055 $53,673.010  $61,740,079 $176,412,391  $192,510,134
Operating grants and contributions 388.750,336 373,932,272 1,906,353 1,172,645 390,656,689 375,104,917
Capital grants and contributions 23,998,543 17,156,592 219,614 23,998,543 17,376,206

General revenues:
Property laxes 106,497,765 91,742,755 106,497,765 91,742,755
Sales taxes 32,520,456 32,547,462 2,626,260 2,506,291 35,146,716 35,053,753
Other taxes 3,390,027 4,693,426 3,390,027 4,693,426
Unrestricted investment earnings 13,903,636 8,678,242 848,117 631,598 14,751,753 9,309,840
Grants/contributions not restricted 2,635.502 2,662,110 2,635,502 2,662,110
Other general revenue 9,516,094 9,652,580 9,516,094 9,652,580
Total revenues 703,951,740 671.835,4%4 50,053,740 66,270,227 763,005,480 738,105,721

Expenses:

General government 400,326,944 46,905,827 40,326,944 46,905,827
Public protection 179,232,723 171,456,271 179,232,723 171,456,271
Public ways and facilities 48,425,573 43,300,626 48,425,573 43,300,626
Health and sanitation 17,136,073 107,002,519 117,136,073 107,002,519
Public assistance 234,184,853 226,912,785 234,184,853 226,912,785
Education 13,230,701 11,617,617 13,230,701 11,617,617
Recreation 5,172,418 5,936,392 5,172,418 5,936,392
Interest on long-term debt 18,532,357 15,794,464 18,532,357 15,794,464
Landfills 4495812 4,264,879 4,495,812 4,264,879
Behavioral health ' 14,981,467 16,574,026 14,981,467 16,574,026
Health clinics and ancillary 46,566,334 47,386,656 46,566,334 47,386,656
Inmate welfare and commissary 1,553,968 1,448,930 1,553,968 1,448,930
Transit 2,879,015 2,621,053 2,879,015 2,621,053
Total expenses 656,241,642 628,926,501 70,476.596 72,295,544 726,718,238 701,222,045
Net asset increase (dccrease) 47,710,098 42,908,993 (11,422,856) (6,025,317) 36,287,242 36,883,676

before transfers
Transfers (14,124,658) (9,338,373) 14,124,658 9,338,373 - -
Change in net assets 33,585,440 33,570,620 2,701,802 3,313,056 36,287,242 36,883,676
Net assets — July 1, restated 658,235,395 624,664,775 23,191,704 25,105,208 081,427,099 649,769,983
Net assets - June 30 $691.820,835 $658,235,395 $25,893,506  $28,418,264 $717,714,341  $686.653,659

Expenses decreased for the general government category as a result of reclassification of
Children and Family First Commission expenses to the Health and sanitation and the Education
categories in 2007.




Management’s Discussion and Analysis (Continued)

GOVERNMENT-WIDE FINANCIAL ANALYSIS (Cont.)

Governmental activities (Cont.)

Expenses and Program Revenues - Governmental
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Management’s Discussion and Analysis (Continued)

GOVERNMENT-WIDE FINANCIAL ANALYSIS (Cont.)
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Management’s Discussion and Analysis (Continued)

FINANCIAL ANALYSIS OF THE COUNTY’S FUNDS

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

Governmental funds. The general government functions are contained in the general, special
revenue, debt service, and capital projects funds. Included in these funds are the special districts
governed by the County Board of Supervisors. The focus of the County’s governmental funds is
to provide information on near-term inflows, outflows, and balances of spendable resources.
Such information is useful in assessing the County’s financing requirements. In particular,
unreserved fund balance may serve as a useful measure of a government’s net resources
available for spending at the end of the fiscal year.

At June 30, 2007, the County’s governmental funds reported combined fund balances of $440
million, an increase of $20 million in comparison with the prior year. A part of this increase
came from $10 million in Public Facilities Fees proceeds. The rest of the increase can be
attributed to an increase in taxes and penalties on delinquent taxes.

Approximately 80% ($354 million) of the combined fund balances constitutes unreserved fund

balance, which 1s available for spending by the government. The remainder of fund balance is

reserved to indicate that it is not available for new spending because it has been committed:

1) to pay debt service $15.5 million

2) to capital projects $10 million

3) to liquidate contracts and purchase orders of the prior period $20.5 million

4) 1o reflect amount due from other funds that are long-term in nature and thus do not represent
available spendable resources $0.7 million

5) to reflect long term receivables for delinquent taxes due from taxpayers $30.5 million

6) to reflect amounts loaned to other governments that are long-term and do not represent
available resources $2.3 million

7) to a variety of other restricted purposes $6.3 million.

The General Fund 1s the chief operating fund of the County. At June 30, 2007, unreserved fund
balance of the General Fund was $73 million while total fund balance was $117 million. As a
measure of the General Fund's liquidity, it may be useful to compare both unreserved fund
balance and total fund balance to total fund expenditures. Unreserved fund balance represents
29% of total fund expenditures and transfers, while total fund balance represents 46% of that
same amount.

The County’s management also designates (earmarks) unreserved fund balance to a particular
function, project, activity or for purposes beyond the current year. However, designated fund
balance is available for appropriation at any time. Of the $73 million General Fund unreserved
fund balance, 68% is designated. Unreserved, undesignated fund balance at year-end was $23
million,

10




Management’s Discussion and A

nalysis (Continued)

FINANCIAL ANALYSIS OF THE COUNTY’S FUNDS (Cont.)

The total fund balance of the County’s General Fund

increased by $10.7 million during the

current fiscal year, largely due to an increase in taxes. Taxes increased by $11.3 million.

The debt service funds have a total fund balance of $16.
the payment of debt service. The net decrease in fund b
service funds was $3.0 million. This decrease can be attri

Proprietary funds. The County’s proprietary funds proy
in the government-wide financial statements, but in more

The following table shows actual revenues, expenses a

fiscal year:

1 million, most of which is reserved for
ance during the current year in the debt
uted to annual debt service payments.

ride the same type of information found
detail.

nd results of operations for the current

Operating revenues
Operating expenses
Operating income (loss)

Non-operating revenues {expenses), net
Net income {loss) before contributions

and transfers
Contributions and transfers
Net income (loss)

The net loss in the Other Enterprise Funds results from a

Stanislauy County
Proprietagy Funds
Major Funds Non-major
Other
Fink Road Geer Road | Health Clinics Enterprise
Landfill Landfili & Ancillary Funds Total
$5316885 % - $32,732,432 $15,623,693 $53,673,010
4,495,100 712 44,859,787 19,164,811 68,520,410
821,785 (712) (12,127.355) (3,541,118) (14,847,400)
1,392 448 170,978 (956,546) 2,998,716 3,603,596
2,214,233 170,266 (13,083,901) (542,402)  (11,241,804)
(479,985} 450,000 14,890,502 (661,830) 14,198,687
$1,734,248  $620,266 $ 1,806,601 $(1,204,232) § 2,956,883

the Stanislaus Behavior Health Center. The In-Patient
by approximately 3000 from June 2006 to June 2007. The reduction in Operating revenues is a

result of the drop in volume.

11

decrease of $3.3 million in revenues in
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Management’s Discussion and Analysis (Continued)

GENERAL FUND BUDGETARY HIGHLIGHTS

The County appropriated $9.8 million in a contingency budget for emergencies and other
unanticipated expenses as part of administrative policy. At year-end, revenues exceeded
budgetary estimates in the General Fund by $7.2 million and expenditures were less than
budgetary estimates. '

During the year, expenditure appropriations were increased by $6.1 million resulting in a
difference between the original budget and the final amended budget. This appropriation increase
in the General Fund was for increased Sheriff Department needs and for improvements to the
Tuolumne River Regional Park. The General FFund budget for match to other funds (transfers
out) was also increased by $6.3 million for the Health Services Agency Clinics and Ancillary
Services shortfall and for Health Services Agency capital projects.

CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital assets

The County’s investment in capital assets for its governmental and business-type activities as of
June 30, 2007, amounted to $579 million (net of accumulated depreciation). This investment in
capital assets includes land and easements, roads, highways, bridges, park facilities, structures
and improvements, and equipment. The County’s total investment in capital assets for the current

period decreased from the prior year due to depreciation.

Major capital asset events during the 2006-2007 fiscal year included the following:

e Construction completed on the 12" Street parking garage and office structure, expending
$1.3 million of a $22.9 million project.

® Activity on the new Gallo Center for the Arts continued with $9.6 million expended on an
overall $34.8 million project.

® Paradise Medical Office Remodel Project began with $0.6 million expended on a $1.1
million project.

® Parks spent $676,000 for onsite improvements on the Riverdale Park and Fishing Access.

® Major public works projects included $3.7 million for improvements to the Sperry Road
Project, $1.5 million for the Geer Road/Hatch Road and Whitmore intersections and $1.3
million for the Albers Road/Yosemite Blvd. (SR132) intersection.




Management’s Discussion and Analysis (Continued)

CAPITAL ASSETS AND DEBT ADMINISTRATION (Cont.)
Capital assets (Cont.)

Capital assets for the governmental and business-type activities are presented below to illustrate
changes from the prior year: ‘

County of Stanislaus Capital Assets
(net of depreciation)

Gavernmental Activities Business-Type Activilies B Total

2007 2006 2007 2000 2007 2006
Land $ 38381111 § 37,631,254 § 16,397,602 § 16,397,602 54,778,713 $ 54,028,856
Infrastructure 320,833,307 342,201,335 320,833.307 342,201,335
Structures and

improvements 116,183,541 108,946,881 9,525,660 10,342,989 125,709,201 119,289,870

Equipment 39,605.090 30,699,572 4,204,553 4,247,744 43,809,643 34947316
Construction in progress 33,869,571 40,384,888 33,869,571 40,384,888
Total $548,872,620 $ 559863930 $ 30,127.815 $ 30,988,335 § 579,000,435 $590,852,265
Long-term debt

At June 30, 2007, the County had total long-term debt outstanding of $298 million. The decrease
of $15.7 million from last year’s outstanding debt results from annual debt service payments and
issuing a new Certificate of Participation (COP) to defease and refund two other COP’s.

Our long-term debt ratings are an "A" from Standard and Poor’s Corporation and an "A3" from
Moody’s Investor service.

County of Stanislaus

Outstanding Debt

Governmental Activilies Business-type Activitics Total

2007 2006 2007 2006 2007 2006
Certificates of Participation $ 103,236,041 $ 115,444,217 § B8Bl.656 $ 1,034,456 $ 106,117,697 $ 116,478,673
Pension Obligation Bonds 62,975,000 69,665,000 62,975,000 69,665,000
Tobacco Securitization Note 104,733,611 105,933,611 104,733,611 105,933,611
Accreted Interest Tobacco Note 3,127,014 446,033 3,127,014 446,033
RDA USDA Loan 4,380,000 4,430,000 4,380,000 4,430,000
RDA 2005 TAB 15,615,000 15,615,000 15,615,000 15,615,000
RDA State Water Board Loan 1,388,405 1,520,423 1,388,405 1.520,423
Total $ 207,455,071 $ 313,054,284 $ 881,656  §$1,034456  $ 298,336,727  $ 314,088,740

ECONOMIC FACTORS AND NEXT YEAR’S BUDGET

¢ The unemployment rate in the County for October 2007 was 8.5% compared to 5.4% for
the State of California and 4.7% of the nation.




Management’s Discussion and Analysis (Continued)

ECONOMIC FACTORS AND NEXT YEAR’S BUDGET (Cont.)

Median home prices in Stanislaus County decreased 23% from November 2006 to November
2007. Statewide median home prices decreased 11.9% for the same period.

Housing sales decreased 40% in November 2007 compared to the same month the previous
year. More properties were lost to foreclosures than were sold by traditional means in the
month of November 2007.

During the current fiscal year, unreserved, undesignated fund balance in the General Fund
decreased $1.3 million to $23 million as reserve fund balance increased $12.7 million. The
County has appropriated $13.1 million of the unreserved, undesignated fund balance for
spending in the 2007-2008 fiscal year.

The 2007-2008 budget includes a contribution from the General Fund to the Health Clinics
and Ancillary Services Fund of $4.4 million consistent with the third year goals of the Health
Services Agency Strategic Plan.

Effective November 1, 2007, the Board of Supervisors approved the sale of the Stanislaus
Behavioral Health Center to Doctor’s Medical Center of Modesto, Inc. for the purchase price
of $10,949.000.

Effective September 20, 2007, the Health Services Agency primary care facilities received
the Federally Qualified Health Center Look-Alike (FQHC-LA) designation. The increased
annual revenue as a result of the FQHC-LA designation is estimated to be $6.4 million.

REQUEST FOR INFORMATION

This financial report is designed to provide a general overview of the County’s finances for all
those with an interest in the government’s finances. Questions concerning any of the information
provided in this report or requests for additional financial information should be addressed to the
Auditor-Controller’s Office, 1010 Tenth Street, Suite 5100, P.O. Box 770, Modesto, CA 95353.
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Management’s Discussion and Analysis (Continued)

ECONOMIC FACTORS AND NEXT YEAR’S BUDGET (Cont.)

® Median home prices in Stanislaus County decreased 23% from November 2006 to November
2007. Statewide median home prices decreased 11.9% for the same period.

* Housing sales decreased 40% in November 2007 compared to the same month the previous
year. More properties were lost to foreclosures than were sold by traditional means in the
month of November 2007.

e During the current fiscal year, unreserved, undesignated fund balance in the General Fund
decreased $1.3 million to $23 million as reserve fund balance increased $12.7 million. The
County has appropriated $13.1 million of the unreserved, undesignated fund balance for
spending in the 2007-2008 fiscal year.

e The 2007-2008 budget includes a contribution from the General Fund to the Health Clinics
and Ancillary Services Fund of $4.4 million consistent with the third year goals of the Health
Services Agency Strategic Plan.

» Effective November 1, 2007, the Board of Supervisors approved the sale of the Stanislaus
Behavioral Health Center to Doctor’s Medical Center of Modesto, Inc. for the purchase price
of $10,949,000.

e Effective September 20, 2007, the Health Services Agency primary care facilities received
the Federally Qualified Health Center Look-Alike (FQHC-LA) designation. The increased
annual revenue as a result of the FQHC-LA designation is estimated to be $6.4 million.

REQUEST FOR INFORMATION
This financial report is designed to provide a general overview of the County’s finances for all
those with an interest in the government’s finances. Questions concerning any of the information

provided in this report or requests for additional financial information should be addressed to the
Auditor-Controller’s Office, 1010 Tenth Street, Suite 5100, P.O. Box 770, Modesto, CA 95353.
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County of Stanislaus
Statement of Activities

For the Fiscal Year Ended June 30, 2007

Program Revenues

Fees, Fines, and Operating Capital
Charges for Grants and Grants and
Functions/Programs Expenses Services Contributions Contributions
Primary government
Governmental activities:
General government $ 40326944 % 24.445,799 § 11,351,028 § 2072495
Public protection 179,232,723 45100432 78,605,934 2,069,574
Public ways and facilities 48,425,573 11,821,770 938.018 14.962.708
Health and samtation 117,136.073 32,012,248 72.839.636 225484
Public assistance 234 184 853 4454712 2232349354
Education 13.230.701 1.036.343 574 666
Recreation 5,172,418 714.418 4093616
Interest and fiscal charges on long-term debi 18,532,357
Total governmental activities 636,241,642 122,739,381 388,750.336 23,998,543

Business-type activities:

Landfilis 4495812 5,316,886 921 486

Behavioral Health 14,981,467 13,767,234

Health Chinies & Ancillary 46,566,334 32732432 448.809

Inmate Welfare and Commissary 1,553,968 1,584.935 64,574

Transit 2,879,015 271,523 471,484

Total business-type activities 70,476,596 53,673,010 1,906,353

Total Stanistaus County 3 726,718,238 § 176,412,391  § 390,656:689 $ 23,998,543

General revenues.

Taxes:
Propenty taxes
Property taxes in lieu vehicle license fees
Property taxes - unsecured
Sales taxes
Sales taxes - library
Sales taxes - road
In licu sales tax
Other taxes
Franchise fees
Payment in lieu of taxes
Open space subvention
Unrestricted investment carnings
Miscellaneous
Net transfers
Total gencral revenues and transfers
Changes in net assets

Net assets--beginning, restated
Net assets--ending

Fhe accompanymg potes o the financial stalements arc an itegral part of this statement
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County of Stanislaus
Statement of Activities

For the Fiscal Year Ended June 30, 2007

Net (Expense) Revenue and Changes in Net Assets

Governmental Business-Type
Activities Activities Total Functions/Programs
Primary government
Governmental activities:
(2.437.622) § b (2,457.622) General government
(53.456,778) (53.456.778) Public protection
(20,693.071) (20.693.071) Public ways and facilities
(12,058,705) (12,058,705 Health and sanitation
(6.475,187) (0.475.1871 Public assistance
(10,500,536} (10.500.536) Education
3.420.874 3.420.874 Recreation
(18,532,357) (18,532,337} Interest and fiscal charges on long-tenm debt
(120,753,.382) {120.753.382) Total govemmental activities
Business-type activities:
1,742 360 1,742,560 Landfills
(1,214,233} (1,214,233) Behavioral Mealth
(13,385,093) (13,385,093) Health Clinics & Ancillary
95,541 935,541 Inmate Welfare and Commissary
(2,136.008) (2,136,008) Transit
(14,897.233) {14,897,233) Total business-fype activities
(120,753.3482) & {14,897.233) § (135.,650.615) Total Stanislaus County
General revenaes:
Taxcs:
54,082,632 54,082,632 Property taxes
50,412,778 50,412,778 Property taxes in licu vehicle hicense fees
2,002,355 2,002,355 Property tuxes - wnsecured
15,576,008 2,626,260 18,202,328 Sales taxes
8.575.618 8,575,615 Sales taxes - library
2.394.652 2.394.652 Sules taxes - road
5,974,121 5.974.121 In ticu sales tax
3.390.027 3.390.027 Other taxes
1,090,128 1,090,128 Franchise fees
Payment i heu of taxes:
1,545,374 1.545374 Open space subventicn
13,903,636 348.117 14,751,753 Unrestricted investment earmings
9,516,094 9,516,094 Miscellaneous
(14,124,658) 14.124,658 Net transfers
154,338,822 17,599,035 171,937,857 Tatal general revenues and transfers
33583440 2,701,802 36,287,242 Changes in nel assets
658,235,395 23,191,704 681,427 099 Nel assels--beginning. restated
691,820,835 25893506 $ 717,714 341 Net assets--ending




Assels:
Cash and mnvestinents b3
Inyvesunents with tiseal agent
Taxes receivable
Accounts recetvable
Interest and other 1ecervables
Duc trom other funds
Depant vath cthers
Inventory
1.oans to ether governments
Advances 1o other funds
Prepaid items
Rustricted cash and invesiments
Tolul asscts $
Liabthiies and fund balances
[ iabibties
Accounts payable $
Salaries and benefits payable
Due w other funds
Due to other governments
Deposits rom sthers
Deterred revene
Advances from other funds

Total labilities

Fund balances:

Reserved for
Encutibrances
Advances to other funds
Loy term recervables
Louns o other govermments
Other
Capital projects
Debt service

Uneserved

Designated for
Debr service
Cuontingencies
Canryover apprapriations

Reponted in
General fund
Special revenue funds
Capral project funds
Dot service funds

Total fund balances

Fatad Babdities and fund balanges 5

County of Stanislaus
Balance Sheet
Governmental Funds
June 30, 2007

————

Behavioral Community Public Other Tota)
General Tobacco Health and Services Facality Governmental Govermmenial
Fund Settlement Recovery Agency Fees Funds Funds

39,205,250 % $ 4416941 §$ 4316538 § 88,967 358 § 95400841 % 252,306,928
1.034 668 100,353 891 25413534 126 802 (93
40,415,280 40,415,280
14,365,308 10,218,701 7.527.118 729 331 18,959 565 51,800,080
811,930 87R.580 51,908 617 067 330,034 2 889,570
60011524 5647242 202,087 39242 12183279
10.000 10 006
360,781 300,781
2,309 316 26,000 2335316
500,000 90422 690,422
29 876 29876
5,770,283 5,770,283
130,433 559 § 101232471 § 20,234 852§ 12045800 & 90313756 § 141303474 % 495,563 917
3,906,002 § 3 6503405 % 599,230 $ § 10,526,308 § 21,534 ust
6,862 526 1,566,657 2871418 3623208 14,923 866
761,123 TA6 677 1,507 800
602 850 2,695,548 3298404
11,923 27226 19 149
1,752,946 878,580 4.618902 4470392 2,058,592 13779412
690,422 (90,422
12,294,520 78,580 12,688,964 8,543 902 20,368,038 35,774.004
5,284,586 203033 417,720 14,606,644 20,511,997
500,000 190472 690,222
30,533,604 30.533.604
2309316 2.209 51
5.851.528 800l 27.650 423 382 6,311,161
10025 580 14,025,580
15,459,085 13,59 G35
11,779 459 11,779,459
32622962 12622962
5.247.07% 224707
23016511 23000381
100,343,801 733425 1,056,519 163 980,08 |
90313750 115,592,397
T1p.295
117 139,039 104,353,891 7345888 3501 BOR 90,313,756 120935 441 439 789915
130,433,559 ¢ 161232471 % 20,234 832 % 12045800 & 9031375n % 14123479 § 495 563917

P accomoaimving notes to the fingnaial stasments ure an witegral pan of ths statement
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County of Stanislaus
Reconciliation of the Balance Sheet of Governmental Funds
to the Statement of Net Assets
June 30, 2007

Total fund balances for governmental funds {page 18) $ 4397789913
Amounts reported for governmental activities in the statement of net assets are different because:

Capital assets used in governmental activities are not financial resources and,
therefore, are not reported in the funds, These assets consist of:

Land $ 38381011
Infrastructure 320,833,307
Structures and improvements 115,341,384
Equipment 33,560,649
Construction in progress 33.869.571

Total capital assets 541,986,022

Investments - Joint ventures 16,189,422

Internal service funds are used by the County to charge the cost of general liability, unemployment.
worker's compensation, dental, vision, & purchased insurance plus Central services, Fleet services,
Technology & communication and Morgan garage to individual funds. The assets and liabilities of
these internal service funds are included in governmental activities in the statement of net assets, 15,966,015

Some of the County's revenues will be collected afier year-end, but are not available
soon enough to pay for the current period's expenditures, and therefore are not
recognized as revenue in the funds. 1,352,240

Costs of issuance that benefit future periods are recognized as expenditures in the tunds. 3,286,263

Long-term liabilitics applicable to the County's governmental activities are not due

and payable in the current peried and accordingly are not reported as fund liabilities.
Interest on long-term debt is not acerued in governmental funds, but rather is recognized
as an expenditure when due. All liabilities--both current and long-term--are reported

in the statement of net assets.

Balances at June 30, 2007 are:

Certificates of participation $(105,236,041)
Bonds payable (84.358,405)
Tobacco securitization notes (107.860,625)
Capital leases 271321
Accrued interest on long term debt (3.616,536)
Compensated absences (25,406,112}
Total long-term habilities {326,749,040)
Net assets of governmental activities (page 15) S 691,820,835

The notes o the financial statements are an integral part of this statement.
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County of Stanislaus
Statement of Revenues, Expenditures and Changes in Fund Balances

Governmental Funds
For the Fiscal Year Ended June 30, 2007

Behavioral Community Public Other Tatal
General Tohacco Health and Services Facility Governmental Covenmental
Fund Settlenent Recovery Agency Fees Funds Funds
REVENL
Taxex $ 124272271 % b S $ $ 15,060,725 § 142,332,990
Licenses, permits and franchises 2412,6068 08,944 3,150,564 5.632.1%¢
Fincs. torfeitures and penalties 10,068,261 70,195 3196080 13,334,536
Revenue from use of money
and propenty §.036,720 1,312,964 639,683 4740 4479 785 619,950 23993 844
futergoi crmmental 71264 198 37 483,028 209,685 011 R0597 363 399 000,197
Charges for serviees 40,788 386 17,605 490 2459975 14,328.279 29,628,323 163 010,453
Misgellaneous 1,770,356 29 353 861,963 6 854,422 6,516,094
Donatten 3,736,752 3,736,752
lotal revenues 238,742 866 4,312,900 55,828,346 213,080,633 19 008,064 151,644,179 702,617,048
EXPENDITURES:
Cuivent
General govemment 35,780,230 1,046,902 26,843 138
PPubilic proiection 136,168,375 899,921 44,098 802 181,167,098
Public ways and facilities 453,293 27,683,548 28,138 844
Health 2nd sonifation 6,089 300 60,427 969 51,015,095 117,532.5¢4
Pulthie assistancy IRG AN 2IR0G76 682 15483913 231 450.056
Education 105026 12,278,450 12,683,522
Recreanon amd cultural senvices 5275701 12,843 3.288.000
Capntal autlay 34415 18,071,100 PIRANS 8IS
Detit sernvace
Interest and fiscal charges Y86 2,038 13,882 16,053,195 1070101
Prineipal 19,509 5,609 101,703 18,302 982 18,429 803
Tatal expenditures 184,588,147 61,335,537 218192267 34415 204 058878 H08,209 244
Facess revenues svet
{undery expenditwes 74154719 4,312 960 {5.507.191) (5,111.634) 18,973 649 (52,414,099 13,407 804
OTHER FINANCING
SOURCES (USES)
Capttal lease proceeds 129,559 129,552
Uranafers m 6,714,349 10,223 865 8,155,061 51983177 77,077,052
Fianslers out (70,127,785} (2,274,984) (1,138,432) (2.318,490) {9.185,698) €6, 208,509) (91.273.994)
Loan procesds 42081 614 2081614
Sale of capiial assets (R 15401
Payment te refimded bond azem (41999424 i31.999 424
Voral ather financing
sources (uses) (63,413 436} (2,274 984} 9.065,433 5,966,724 (2,155,648) 45,872,109 (139697023
MNet clange w fund balances 10,741,283 2037976 3.558.242 855 090 Y. 787951 (6.542.530 20438012
rund halanes -~ begromng 136 397 756 AR A5 a9tk TH87 046 2 646 808 K0 325,805 127472757 319 38} o
Frd Balancey -~ ending $ 7139030 & 100 3F38U1 0§ 7515888 % 1A% R GO 313756 ¢ 120853441 %

{he accompanymg notes 1o the financial statements are an mtegral pan of this siatement




County of Stanislaus

Reconciliation of the Statement of Revenues, Expenditures and Changes in Fund Balances

of Governmental Funds to the Statement of Activities

For the Fiscal Year Ended June 30, 2007

Net change in fund balances - total governmental funds (page 20)

The change in net assets reported for governmental activities in the
statement of activities are different because:

Governmental funds report capital outlay as expenditures. However,
in the staiement of activitics, the cost of those assels is aliocaled over
their estimated useful lives and reported as depreciation expense.

Expenditures for capital assets and infrastructure $ 22.737.885
L.ess current year depreciation (27.158.417)

The net effect af miscellaneous transactions involving capital assets
{i.¢., sales, trade-ins, and donations) is (o decrease net assets

Revenues in the statement of activities that do not provide current
tinancial resources are not reported as revenues in the funds

Issuance of long-term debi provides current financial resources Lo
governmental funds, but has no effect on net assels

Repayments ol debt principal and issuance premiums are expenditures
in the governmental funds, but the repayment reduces long-term
liabilities in the statement of net assets and premiums are amortized

in the statcment of activities.

Repayments:
Payment to refunded bond agent § 41999424
Certificate of participation 10.227.776
Other long-term debt 8.072.018
Capital lcase 114,614
Amortization of issuance premium 62,390

Some expenses reported in the statenient of activities do not require the
use of current financial resources and, therefore, arce not reported as
expenditures in governmental funds.

Ventura litigation settlement § 5495359
Change in investment in joint ventures {418.413)
Change in accrued interest payable (117,020)
Change in Tobacco accreted interest payable (2.680,981)
Change in compensated absences (911.060)
Change in deferred charges 403177

Inmternal service funds are used by management to charge the costs of
certain activities to individual funds. The net expensc of certain activities
of the internal service funds is reported with governmental activities.

Change in net assets of governmental activities (page 17)

The notes o the linancial statements are an integral part of this statement.
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County of Stanislaus
Statement of Revenues, Expenditures and Changes in Fund Balance
General Fund
Budget and Actual on Budgetary Basis
For the fiscal year ended June 30, 2007

Actual Amount Vanance
Original Final on the with
Revenues: Budget Budget Budgetary Basis Final Budget
Taxes 3 125,408,281 % 124852281 % 124272269 § (S80.012)
Licenses, permits and franchises 2,191,640 2,191,640 2412668 221,028
Fines, forfeitures and penalties 5,849.293 5,892,109 10,068.261 4,176,152
Revenue from use of money and property 3,858.312 6,957,281 8.136,726 1,179,445
Intergovermmental revenue 69,851,400 70,502,703 71,294,198 791,495
Charges for services 39,171,798 39.748.197 40,788 380 1,040,189
Miscellaneous revenue 1,407,467 1,426,692 1,770,356 343,664
Total revenues 249,738,191 251,570,903 258,742 864 7171961
Expenditures: General
Assessor
Salaries ind employec benefits 4,824 8158 4,758,761 4578519 180,242
Services and supplies 484,116 591,129 566.536 24,593
Other charges 264,766 273.766 264,444 9,322
Expenditure transfer §6.500 50,500 47,638 2,862
Fixed assets 101,356 96,003 5,353
Total expenditures 5,624,197 5,775,512 5,553,140 222372
Auditor-Controller
Salaries and employee benetits 3,756,312 3,849,359 3.637.208 212,151
Services and supplies 257.642 347,642 235,142 112,500
Other charges 156,010 156010 151,461 4,549
Expenditure transter {88,080} (88,080) (39,071 {29,009}
Total expenditures 4,081,884 4,264,931 3,964,740 300,191
Board of Supervisors
Salaries and employee benefits 757,828 765,613 721.540 44.073
Scrvices and supplies 141,478 136,767 120,397 16,370
Other charges 22,520 23,126 19,840 3.286
Expenditure transier 17.470 17,470 14,199 3.271
Total expenditures 939,296 942 976 875,976 67,000
Clerk of the Board
Salaries and employee benefits 432256 432,758 417 459 15.299
Services and supplies 74915 104,678 68.914 35.764
Other charges 26,250 28.092 26,867 1.228
Expenditare transfer 8,920 8,920 7.452 1,468
Total expenditures 542,341 574,448 520,692 53,756
Chief Executive
Salaries and employee benefits 4881624 4,817,556 4,108,289 709,307
Services and supplics 1,333,658 1.621,250 1,006,120 615,130
Other charges 172,340 215,074 206976 8.098
Expenditure transfer 36.126 39,796 30,666 9.130
Total expenditures 6,423,748 6,693,716 5,352,031 1,341,665
Economic Development
Services and supplics 404,407 906,407 798,197 108.210
Other charges 19,470 19470 8.084 11.386
Expenditure transfir 497 (497)
Total expenditures 423877 925 877 866,778 119,099
(Contmued)




County of Stanislaus

Statement of Revenues, Expenditures and Changes in Fund Balance

General Fund (Continued)

Budget and Actual on Budgetary Basis
For the fiscal year ended June 30, 2007

Actual Amount Variance
Qriginal Final on the with
Budget Budget Budgetary Basis Final Budget
Expenditures: General
Purchasing Agent
Salarics and employee benefits 553,128 528,608 415703 112,903
Services and supplies 98,936 94 936 (30,423) 125,359
Other charges 23,135 27,135 24,610 2,525
Expenditire transfi 8 640 8.640 7,783 855
Fotal expenditures 683 839 659319 417,677 241,642
CARE Unit
Services and supplies 55.824 $3.824 48,070 7,754
Other charges 10.195 10.195 7.195 3,000
Expenditure transfer 17,035 17,035 15,221 1.814
Total expenditures 83,054 83,034 70,486 12,568
Risk Management
Salaries and employee benefits 1,315,979 1.321.783 1.259.411 62372
Services and supplies 104,195 108.751 0L T1R 7,633
Other charges §9.960 55,404 48.163 7.241
Expenditure transfer 5,070 3070 2,752 2,318
Total expenditores 1,485,204 1,491,008 1,411,444 79,564
Capital Improvement Financing Authority
Sularies and employee benefits 100,000 100,000 100,000
Services and supphes 214,739 214,739 73,896 140,843
Total expenditures 514,739 314,739 173,856 140,843
Plant Acquisition
Salaries and employee benefits 22,000 90987 £7.249 3,73
Services and supplies 5785274 4,636,990 2.683,217 1953773
Other charges 120,130 136,137 44 855 01,282
Fixed assets 1,328,000 1,343,090 584,687 758,403
Total expenditures 7235 403 6.207.204 3,400,008 2807196
Appropriations for Contingencies
Appropriations for contingencies 9,827,050 6,421.953 6,421,953
Total expenditures 9,827,050 6,421953 6©.421.933
County Facilities
Services and supplies 713,454 709.755 70.561 639.194
Other charges 254 3953 3,642 31
Expenditure transter 80,800 80,800 1.381 79419
Total expenditures 794 508 794,508 75,584 718,924

™o
[#8)

{Continueds




County of Stanislaus
Statement of Revenues, Expenditures and Changes in Fund Balance
General Fund (Continued)

Budget and Actual on Budgetary Basis
For the fiscal year ended June 30, 2007

Actual Amount Variance
Original Final on the with
Budget Budget Budgetary Basis Final Budget
Expenditures: General
Flections Divesion
Salaries and employee benelits 902.503 972,271 727226 245045
Services and supplies 3.433.949 3,335,949 1.104.918 2,231,031
Other charges 34,745 34,745 30481 4264
Expenditure transter 91.600 103,600 98.78% 4812
Fixed assets 131,114 147,114 (93,905) 241,019
Total expenditures 4,593 911 4,593,679 1,867,508 2,726,171
County Counsel
Salaries and employee benelits 1,951,143 2,094 383 2.005.410 88973
Services and supplies 164,764 164,760 93,330 69 430
Other charges 50,359 50.359 47,503 2,856
L:xpenditure transir 25,040 25,040 20,987 40353
Total expenditures 2,191,304 2,334,542 2,169,230 165,312
Treasurer and Tax Collector
Salaries and employee benelits 948,534 972,982 915,146 57 836
Services and supplics 309456 284,456 124,258 160,198
Other charges 110,411 125411 120,087 5329
Expenditure transter 96,172 136.172 100,772 35,400
Total expenditures 1464573 1,519,021 1.260,263 258,758
Revenue Recovery
Sularies and emplovee bencfits 1,137,799 1,154,290 1117318 36,972
Services and supplies 116,889 126,889 93,340 33544
Other charges 211,788 256,288 238379 17,909
Expenditure transfer (671,319) (597.310) (585.436) (11.874)
Fixed assets 15,000 15,000 15,000
Total expenditures 810,157 953,157 878,601 76,556
CEO Match - Other Agencies
Other charges 1,459,808 1,759 808 {215.746)
Total expendifures 1,459,808 1,759,808 (215.746)
I'reasury
Salaries and employee benefits 239.718 239,718 229 326 10,392
Services and supplies 221,296 217,296 115,225 102,071
(rher charges 29,620 29,620 23,558 6,062
L:xpenditure transter 161,380 165,580 164.795 783
Fixed assels 182 337 182,557 (27.397) 209954
Total expenditures 834,771 834,771 505,507 329,264
Facility Mamtenance
Salaries and employee benefus 3,609,954 3272311 3.157,141 115,170
Services and supplics 5,185,622 5,728.249 5,207,396 S20.853
Other charges 160,120 210,386 184,129 26.257
Expenditere transfer (2,536,602) (2,612.656) (2,476,366) (136,290)
l'otal expenditures 6,419,094 6,598,290 6.072.300 §25,990

(Continued)




County of Stanislaus
Statement of Revenues, Expenditures and Changes in Fund Balance
General Fund (Continued)
Budget and Actual on Budgetary Basis
For the fiscal year ended June 30, 2007

Actual Amount Variance
Original Final on the with
Budget Budpel Budgetary Basis I'mal Budget
Expenditures: General
CEO - Econ Development Bank
Services and supplies 5,385,366 5385366 (30.16%) 5415531
Other charges 71,576 71,576 (42.271) 113,847
Total expenditures 5,456,942 3,456,942 (72.436) $.529378
General Services Agency
Salaries and employee benefits 283,365 359,949 326,700 33249
Services and supplies 35,000 43,383 40,809 23574
Other charges 6,928 3,433 3.495
Expenditure transfer 586 278 308
I'otal expenditares 318,365 410,846 371.220 39.626
Debt Service
Expenditure transfer (724,696) (724.,696) (724,697) 1
Total expenditures (724,696) (724,690} (724 .697) ]
Expenditures: Public Protection
Agricultural Commissioner
Salaries and employee benetits 2,767,106 2,609,231 2,543,807 65,424
Services and supplics 387,764 519,863 486,703 33,160
Other charges 202,903 191,028 182.832 8,196
Fxpenditure transfer 227380 233,380 232074 1.306
Fixed assets 172.013 344013 213.847 130,166
Total expenditures 3,757.166 3,897 515 3,659,263 238252
Animal Services
Salaries and employee benefits 2.097.180 1.977.180 1,880,543 90,637
Services and supplhics 653.204 795,704 696,331 99373
Other charges 235,060 235060 229 807 5253
Expenditure transfer 5.190 5,190 8.204 (3.014)
Fixed assets 15,000 31,500 30.812 688
Total expenditures 3,005,634 3,044,634 2,845,697 198.937
Oftice of Emergency Services .
Salaries and employee benefits 753,633 803,061 773,197 29.864
Services and supplies 180.396 337,930 332,186 5,744
QOther charges 593.089 672,180 640,346 31,834
Expenditure transfer 1,200 1.200
Fixed assets 64,625 246,625 215,959 30,666
Total expenditures 1,591,943 2,080,996 1,982 888 98,108
County Court Funding
Salanes and employee benefits 29,903 29,902 ]
Services and supplies 670,752 331,843 168,080 363,763
Other charges 5,775,144 6.566,150 5.906,041 660,109
Expenditure transfer 926,599 926,599 897,024 29,575
Total expenditures 7,372,495 §.054,495 7,001,047 1.053.448

D
W
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County of Stanislaus
Statement of Revenues, Expenditures and Changes in Fund Balance
General Fund (Continued)
Budget and Actual on Budgetary Basis
For the fiscal year ended June 30, 2007

Actual Amount Variance
Onginal Final on the with
Budget Budget Budgetary Basis Final Budget
Expenditures: Public Protection
Recorder Division
Salaries and emplovee benetits 1,526,129 1.302,512 1265358 37154
Services and supphies 183,432 142,599 92,781 49 818
Other charges 245,570 215,192 213722 1,470
Expenditure transfer 125.200 125,200 120,171 5.029
Fixed assets 169,774 169.774 134,774 35,0060
Total expenditures 2,250,103 1,933,277 1.826.806 128471
[ristrict Attorney
Salaries and employee benefits 11,801,876 11,851,920 11,381,589 470,331
Services and supplies 473,362 698,162 672,078 26,084
‘Other charges 656,612 733312 731,930 1,382
Expenditure transfcr 84530 42,530 38.989 3.541
Fixed assets 40,000 48,200 48,126 74
Total expenditures 13,056,380 13,374,124 12,872,712 S01,412
Planning
Salaries and employee benefits 1,564,953 1,607,202 1472723 134,479
Services and supplies 257 448 122,478 (80.884) 203,362
Other charges 40,050 48 829 37,176 1,653
Expenditure transler 18410 18,410 15,467 2,943
Total expenditures 1,880,861 1.796 910 1.453 482 342,437
Probation
Salaries and employee benchits 1.514.110 1,668.936 1,660,310 §.626
Services and supplics 615,736 614,736 499,407 115329
Other charges 586827 586827 78.008 508,819
Expenditure transfer 1,000 020 380
Fixed assets 135,670 ) 135,670 97,398 38.272
Total expenditures 2,832,343 3,007,169 2.335743 671426
Probation - Casework
Salaries and employee benefits 9,160,454 9.320.796 8,585,192 735.604
Services and supplies §77.397 377,397 373.523 203.814
Other charges 241,130 241,130 233521 7,600
Expenditure transfer 168.260 168,260 146,094 22 166
Fixed assets 327,372 327372 300,092 17.280
Total expenditures 10,474,613 10,634,055 9,638,422 996,533
Probation - Institutions
Salaries and emplovee benefits 6,647,752 6,714,624 5,858,981 855,643
Services and supplies 778,671 778.671 816,639 {37.968)
Other charges 194,163 194,163 168,677 25,486
Expenditure transfer 240,790 240.790 237,375 3415
Fixed assets 133,639 133,639 125,685 7954
Total expenditures 7995013 8,001,887 7207337 854,530
Pubhic Detender
Salartes and employee benefits 4996949 5,163 950 4919.899 244 (31
Services and supplies 325120 334,620 327,611 7.009
Other charges 213,090 230,090 215958 14132
Fxpenditure transfer 273.426 303,426 282,416 21,010
Total expenditures 5,808,585 6,032 086 5,745,884 286202

{Continucd)




County of Stanislaus

Statement of Revenues, Expenditures and Changes in Fund Balance

Expenditures: Public Protection
Indigent Defense
Services and supplies
Total expenditures

Shenft's Administration
Salanes and employee benefits
Services and supplies
Other charges
Expenditure wunsf
Fixed assets
Total expenditures

Sheriff's Operations
Salaries and employee benefits
Services and supplies
Other charges
Expenditure transfer
Fixed assets
Total expenditures

Sherift's Detention
Salaries and employee benefits
Services and supplies
Other charges
Expenditure transfer
Fixed assets
Total expenditures

Court Security
Salaries and employee benefits
Services and supphes
Other charges
Fxpenditure transfer
Total expenditures

Sheriff's Contract Cities
Salaries and employee benefity
Services and supplics
Other charges
Expenditure transfer
Fixed assets
Total expenditures

Grand Jury
Salaries and cmiployee benefits
Services and supplies
Other charges
Expenditure transiecr
Total expenditures

General Fund (Continued)
Budget and Actual on Budgetary Basis
For the fiscal year ended June 30. 2007

Actual Amount Variance
Ortginad Final on the with
Budget Budget Budgetary Basis Final Bodget
2,213,519 2,754,508 1,011
2213519 2,754,508 1,011
2,354,193 3,053,288 2.947.46) 105,797
738,033 33 719.283 108.748
227970 239,749 2,221
2,000 1,000 (2.047) 3.047
60,206 60,206 (14,727 74,933
3,582,402 4,184,497 3,889,751 294,746
25,150,502 26832718 25,523.178 1,309,543
2,667.016 2,870,866 2,546,686 324180
14.14741 4,326,411 4,176,181 150,230
(456.911) 458.910) (453.210) (5.700)
156,234 803,034 751.176 51.858
31,664,253 34,374,119 32,544,008 1,830,111
26,313,434 26,653,589 25.113.793 1.541.796
3,866,566 3982702 3,517,167 463,535
1.021.385 1,232,563 1.014.601 217.962
919,980 919,980 $78.339 41,441
157,000 182,000 14.244 167,756
32,278,363 329737834 30.538.344 2.434.490
3,228,673 3,271,873 3.048.245 223.028
9,106 9.106 7,263 1.843
11,320 11,320 9,120 2.200
52,340 60,674 54,787 5,887
3,301,639 3352973 31194175 233558
5295428 5,445,703 5.044. 639 401,064
195,143 195,143 152,121 43,022
1,084,133 1.084.133 935,885 148.248
37,800 37.800 37.800
15 15 (13) 30
6,612,519 6,762,794 65,132,630 630,164
45,969 46,569 42,523 4,044
46,366 45,766 40.872 4.894
6,190 6,190 4.639 1.551
23.293 23,293 23,018 275
121,818 121.818 111,054 10,764

(Continued)




County of Stanislaus
Statement of Revenues, Expenditures and Changes in Fund Balance
General Fund (Continued)
Budget and Actual on Budgetary Basis
For the fiscal year ended June 30, 2007

Actual Amount Vanance
Original Final on the with
Budget Budget Budgctary Basis Final Budget
Expenditures: Public Protection
CEO Ray Simon Traning Center
Salaries and employce benefits 177.611 166,221 11,390
Services and supplies 33.000 46,200 36,669 9,831
Other charges 6,950 7.950 §.443 (493)
Expenditure transfer 284,394 274,394 278.827 (4,433)
Total expenditures 324,344 506,433 490,160 16,203
Expenditures: Public Ways and Facilities
Afrport
Services and supplies 184,566 228,867 228,867
Total expenditures 184,566 228,867 228 867
CEO Crows Landing Air Facility
Services and supplics 860,020 860,020 251916 008,104
Total expenditures 860,020 860,020 251916 608,104
Expenditures: Health and Sanitation
CEQ Jail Medicat
Services and supplies 3986918 6,121,291 0,060,584 60,707
Total expenditures 5,986.918 6,121.291 6,060,584 650,707
Expenditures: Public Assistance
Veteran's Services
Salares and employee benefits 314,555 354,434 307,694 46.740
Services and supplics 26,579 26,579 23202 3377
Other charges 10,520 10,520 10,458 62
Expenditure transfer 4,600 4,600 4220 380
Total expenditures 336,254 396,133 345,574 50,539
Board of Supervisors - Community Support
Services and supplies 45,000 45,000 45,000
Total expenditures 45.000 45,000 45,000
Expenditures: Education
Cooperative Extension
Salaries and employee benefits 284,366 284,366 259,114 25252
Services and supplies 46,577 46,577 20,729 25,848
Other charges 49370 49,370 42173 7,197
Expenditure transfer 33,454 53454 58,708 (5254
Fixed assets 24,772 24,772 (138) 24,910
Total expenditures 458,539 458,539 380,586 77,953

(Continued)




County of Stanislaus
Statement of Revenues, Expenditures and Changes in Fund Balance
General Fund (Continued)
Budget and Actual on Budgetary Basis
For the fiscal year ended June 30, 2007

Actual Amount Variance
Original Final on the with
Budget Budget Rudgetary Basis Final Budget
Expenditures: Recreation and Cultural Services
Parks and Recreation
Salaries and employee benefits 2,534,038 2,409,038 2,305,219 103.819
Services and supplies 1604343 - 1,721,008 1,525,531 195.477
Other charges 546,220 671,220 656,500 14,720
Expenditure transfer 505,390 505,390 496,840 8.550
Fixed assets 332,256 629,143 306,321 222,822
Total expenditures §522,247 5,935709 3,390 411 545,388
Parks - Master Plan
Services and supplies 349,156 379,970 57,651 322,319
Total expenditures 349,156 379970 57.651 322,319
Tuolumne River Regional Park
Services and supplies 174,184 174,184 174,184
Fined assels 1,000,000 1,000,000
Total expenditures 174,184 1174184 174,183 1,000,000
Total Expenditures - General Fund 215,384,253 221458474 186,010,466 35,448,008
Excess of revenue
over expenditures 34,353,938 30,112,429 72,732,398 42,619,969
(Other financing sources (uses):
Capital lease procecds
Transfers n 8.567.817 8.268.621 6.714.349 {1,354272)
Transfers out (60,061,729} (66.325,742) (70,127,785 (3,802,043
Total other financing sources {uses) (54,493,912} (58,057,121) (63.413,436) (3,356,315
Excess (deficiency) of revenues and other
financing sources over (under} expenditures
and other financing uses (20,139 .974) (27.944.692) 9318962 37,263,654
Fund balance -- beginning (4,926,218) (3.652,637) 102,391,368 106,044,005
Fund balance -- ending $ (25,066,192) § {31,597,329) § 111710330 $ 143,307,659

The accompanying notes to the financial statements are an integral part of this stalement




County of Stanislaus
Statement of Revenues, Expenditures and Changes in Fund Balance
Behavioral Health and Recovery - Special Revenue Fund
Budget and Actual on the Budgetary Basis
For the fiscal year ended June 30, 2007

Budgeted Amounts Actual amount
Original Final on the Variance with
Budget Budget Budpgetary basis Final Budpet
Revenues
Fines, forfeitures, and penalties S 44,000 % 44,000 $ 70,194 5 26,194
Revenue from use of mouey and property 59.500 157.800 639,683 481,883
Intergovernmental revenue 39,738.522 40,240,598 37,483,625 (2,756,973)
Charges for services 18,817,623 18,924,499 17.605.490 (1.319,009)
Miscellancous revenue 41,726 41,726 29,353 (12,373)
Total revenues 58,701,371 59,408,623 55,828,345 (3,580.278)
Expenditures
Public Protection
Salaries and employee benefits $90.481 620,745 544120 76.625
Services and supplies 85,957 85,957 74,606 11.351
Other charges 109,857 141.984 150,123 (8.139)
Expenditure transfer 117,148 117,148 129,499 (12,351
Total Public Protection 903,143 965,834 §98.348 67.480
Health and Sanitation
Salarics and employee benefits 28.872.954 29,378,781 27267770 2,111,011
Services and supplies 34,258,001 33,688,773 29,296,100 4,392,673
Other charges 4,033,147 3.888.452 3,552.868 335,585
Fixed asscls 235.252 375,252 160,704 214,548
Expenditure transfer (117.148) (117,145) (129,499) 12,353
Fotal Health and Sanitation 67.282.206 67.214,113 60.147.943 7.066.170
Total expenditures 68,185,349 68,179,947 61.046.291 7.133,656
Excess (deficiency) of revenues
over (under) expenditures (9,483,978) (8,771,324 (5,217.940) 3,553.378
Other financing sources {(uses)
Transfers in 10,167,081 10.590,160 10,223,865 (366.295)
Iransfers out (422,088) (422,088) (1.158.432) (736.344)
Capital lease proceeds
Total other financing sources (uses}) 9,744,993 10,168,072 9.065.433 (1.102.639)
Fxcess (deficiency) of revenues and
other financing sources over (under)
expenditures and other financing uses 261,018 1396748 3.847.487 2,450,739
FFund balance - beginning 4,192,904 4.192 909 4,192,909
Fund balance - ending $ 4,453,924 $ 5,589,657 £ 8,040,396 $ 2,450,739

The aceempanying notes to the financial statements are and integral part of this statement.
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Statement of Revenues, Expenditures and Changes in Fund Balance

County of Stanislaus

Community Services Agency - Special Revenue Fund

Revenues
Licenses, permits and franchiscs
Revenue from use of money and property
Intergovernmental revenve
Charges for services
Miscellancous revenue

Total revenues

Expenditures
Public Assistance
Saluries and employee benefits
Services and supplies
Other charges
Fixed assets

Total expenditures

Excess (deficiency) of revenues
over (under) expenditures

Other financing sources {uses)

Transfers in

Transfers out

Capital lease proceeds

Total other financing sources (uses)

Excess (deficiency) of revenues and
other financing sources over (under)
expenditures and other financing uses

Fund balance - beginning

Fund balance - ending

Budgeted Amounts

Budget and Actual on the Budgetary Basis
For the fiscal year ended June 30, 2007

Actual amount

Original Final on the Variance with
Budget Budget Budgetary basis I'inal Budget
$ 74.833 § 74,833 $ 68,944 (5.88%)
4,740 4.740
226,810,751 221.738,25) 209.685.011 (12,073.240)
2,239,600 2,189,054 2.459.975 270.921
1,029,515 1.054,912 861,963 (192,949)
230,154,699 225,077,050 213.080,633 (11.996.417)
62.867.271 60,772,782 55,971.939 4,800,843
19,021,692 20,020,189 18,032,027 1,988,162
156,617,454 152,383,288 143.853.419 8.529.869
204,500 1,156,974 787.472 369,502
238,710,917 234,333,233 218,644,857 15,688,376
(8.556,218) {9.256.183) (5,564.224) 3,691,959
8.769,302 8,541,076 8,155,661 (385.415)
(1,485.308) (1,003.549) {2.318,496) (1.312.947)
238,574 129.559 (109.01%)
7.283.994 7.774.101 5.966,724 (1.807.377)
(1.272,224) (1,482,082) 462,500 1,884,582
2,570,756 2,570.756 2,370,756
% 1,298.532 ) 1,088,674 $ 2.973.256 1,884,582

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




County of Stanislaus
Statement of Net Assets
Proprietary Funds
June 30, 2007

Governmental
Business-type Activities - Enterprise Funds Activities
Fink Road Geer Road Health Clinics Other Internal
Santtary Sanitary and Ancillary Ewterprise Service
Landfil) Landfll Services Funds Total Funds
ASSETS:
Current Assets
Cash and mvestments 13 7485629 % 47750 § $ 3212805 § 10,746,184 § 345622711
Avtounts receivable, net 661,190 9,863 154 3,365,185 13,891,533 483,006
Interest and other receivables 144,475 19379 20,439 184 493 8920
tnventory 424,763 31,812 456,375
Deposit with others
Due from other funds 16,351 16,351
Prepaid items 93,034 03,0349
Total current assets &,291,300 07,329 10,399,302 6,630 241 25,388,172
Noncument assets,
Investments with fiscal agent 43735 163205 207,000
Restneted cagh and ivestinents 15,318,990 3,495,392 YR&14.582
land 14,451,234 1.906 261 16,397 602
Structures and wnprovements 3,785,758 11,649,603 74177406 22853 104 996773
Equipment 1817477 14239 6,444 X63 3614859 1) 81 438 216425601
Less Accumulated depreciaton {1,524.830) i5.873) (15,782,080 {3.200,540) 21014 .329) (15,746,756
Net capital assets 18,569,743 1,914,627 2312386 31,039 30,127 K13 6 R80 398
Fatal noncurrent assets R S410219 2,475,631 7,331,039 49 149 397 6,886,598
Total assets $ 12223768 % 5477548 % 12874953 % 13.961,300 % 74,537 569§ 43,075,978
LIABILITIES:
Current habilities
Accounts pavable M 121,850 § v lle $ 1725371 & 636,077 S 2533424 % 1,163,260
Interfund note payable - cusrent 1,381,637 1,381,637
Sataries and benefits payable 51,915 1,013,669 175813 1,541,397 324170
Due to other funds 3,319,951 5253732 100,573 685 88,145
Deposits from others 28617 28617
Risk management hability - current 9 138,652
Tapmtal feases - convent 41,145 41,143
Compensated absences - current 3678 95 248 24785 124411 43,239
Long-term obligabions -« cunent 160 340 160 440
Fotal current habihines 206,060 30176 9,738,163 6,410,467 16,284,756 10,657
Nancurient lrabalities
Estiniated cost o landtill
closure postelosure 5,187 808 8.339,746 13,527 354
tnierfund note payable 18.07h44] 18,070 441
Risk management hability 14,077,645
Compensated ahsences 159,288 1160192 546,324 I 865,809 449 (30
Long term abligations 721,210 72216
Fotal noncurrent babilities 3,347,096 8,339,746 19,951,849 546,329 34,185,020 14,526 .6
Foral hatwhies 5333156 8,369 872 29696012 956,736 50,5309.776 25184247
NET ASSETS (DEFICIT) :
Invested i capstal assets,
net of related debt 18 369 743 tatdez? [IRECI SN 7331059 29305 014 o 586,598
Resuicied 15,410,043 1515772 18,925 81¢
Unrestneted 2,690, 826 (8,322.724; {18,204 644 (326495) {24,163,037) 11.005130
Total net wssets {delion $ 36,670,612 § (2,892,34) 8 {16.815,059) § 7,004,504 234967763 8 17,891,728

Adjustment to reflect the consolidation ol internal service fund activities related 10 enterprise funds
Net assets of business type activitics
Dire actongpamy mg notes o the fmanoal statements are an mtegral pat ol (ks statement
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County of Stanislaus
Statement of Revenues, Expenses and Changes in Fund Net Assets
Proprietary Funds
For the fiscal year ended June 30, 2007

Governmental

Business-iype Achvities - Enterprise Funds Activities
Fink Road Geer Ruad Health Clinics Other Internal
Sanitary Samtary and Anaillary Enterprse Service
Landfil] Landfill Services Funds Fota! Funds
Operatig revenues
Charges for services 3 5310485 &% S $ 13023693 % SIOTI0I0 S 63,198 987
Total operating revenues 5.316,885 15,623,693 93,673,010 63,108 u87

Opegaling expenses

Salanes and benefits 19628 877 10,049,570 30.759.622
Scrviees and supphies 24 907,069 X.6359 144 35925436
Deprectation 712 323 841 455,797 1,360,230
Fstimated cost of
closure/postclosure 477 110 477 410
Total operating expenses 4,495,100 712 44,859 787 19,164,811 68520410 62354112
Operating meome (foss) 821,788 {112) (12,127 35%) 3.341.118) (14 847 4003 2,844 873
NOROPErAtNg revenues (expenses)
Investment income 1,392 348 170978 (430,256) (990283 1 034,142 1,574.0195
Interest expense (960,634) {96,631 (i3
Crain (loss) on sale of capital assets (14,465) 14,465 42,108
Intergovernmental 44K 809 3097744 1,346 354700
Total nonoperatng
revenues 1,392 448 170,978 (436,346) 2998716 3,603,898 2170909
ncome tlossy before capital
contributions and transfers 2214233 {13.082901) {SA2.402) {10,241 8y 3014 7R
Transters m 456,004 1530],752 581,154 16,332,906 402 067
Transters out (479 9853 (1,242,984} €2,134.219 (403 812y
Capual conmibutions 62214
Changes i pet assets 1,734 248 520,206 1 806,601 11,204,232 2656 883 S 076,253
Fotal net assels {deficit; - beginning 34.936.304 (3.512,59¢) (13,395,101 8.208,79¢ 12815473
Pror penod adjustment {5,226 359)

Total net assers (deficit) -

beginning - resiated 34,936,364 {3,512,590) (18,621.660) 8,208,790 12818473

Total net assers (deficii) - ending % 36,6070612 % (2,892,324) § (168130591 § 7.004,564 $ 17.891,728

Adpstinent 1o refleer the consolidation of internal service fund activities welated to enterprise tfunds

Change i net assets of business type acuvities b

The accompanying notes o the financial statements are an intégral pan of this stateiment
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Cash flows {rom operating acuvibies:
Cash recerved from customers and users
Cash recenved (pd) from interfund services
Cash paid 1o suppliers
Cash paid for mterfund services

Cash paid to employees
Net cash pravided Tused) by operating activities

Cash Hows from noncapital financing activies
Fransfers in
Advances fram other funds
Payment on terfund note pavable
Botrowed from other funds
Subsidy from state and federal grant
Diansiers oul
Net cash provided (used: by noneapstal financing
activities

Cash flows [rom capital and related financing activites
Sale of capiial asscts
Purchase of capital asscts
Capnial caninhuhions
Principal payment - capital leases
Principal payment - long term deht
Interest income
Interest paid
Net cash (used; by capital and related

finuncing activitres

Cash flows from investing activities

Tteres reeened
Net cash provided by investing actuvities

Netincrease (decrease} m cash and cash equivalents

Cash and equivalents - beginning

Cash and cquivalents - ending
Reconcihiation of cash and cash equivalents to the
Statement of Net Assets
Cash and investments

Restrivted cash and mvestments

Fotat cash and cash equuvalents

County of Stanislaus
Statement of Cash Flows
Proprietary Funds
For the Fiscal Year Ended June 30, 2007

Business-type Activities - Enterprise Funds

Governmental

Activtiey

Health Clinics Other Internal
tink Road Geer Road and Ancillary Enterprise Serviee
Landfill Landfill Services Funds Total Funds
$ 8317267 ¥ $ 30,085,791 $ 13911204 SE314.202 § 64774670
2,786,956 1,552,079 4359038 86,514
(2,358.070) 1309 .360) 21207177 (8,672,618} 132,747 825 156,660.521)
{3.711.265) (394 070)
(1.098,765) 120,663,226 (10,164,393%) (31,926.386) (4,452,012
1 839 772 {309,360} (12,708 921 (1.373.730) 9,020,974) 3,384,585
450,060 15,301,752 581134 16,332,906 402067
(1105213 (LIS 21
91,559 G155
448,80 3.097 744 3.546,553 S84 T
A7998%) (411,250) (1,242 984} (2134219 (403,812
{479,985y 450,000 14,234 058 2527473 16,731,586 552,97
133,904 42108
(704,7903 (71.216) (776,007
(170930 (170,930
(152,800 (152.800)
9,684
(1,273 819} (1,273.819) {13
{704.790) (1,525.177; (2,239,652 (2219042}
388760 JTO978 {99 n1k) 1,460,710 1,574 093
1,388,760 170,978 (99,02¥) 1 460710 1,574,095
2063,757 HLBIR 1.054,715 3,230,090 3.262 582
20.740.862 3431.724 2,158,090 26,330,676 51,299 689
5 22804619 3543342 5 5 3212805 29.560.766 $ 34562271
Y 7,485.829 $ 17.750 $ 5 3212868 10,746.184 S 34562271
153184990 3,405,592 18,5814 582
b 280401y $ 3543542 8 $ 3212608 249,560,766 $ 34502271

Phe aecompanving netes to the financial statements are sn miegral part of this statement
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County of Stanislaus
Statement of Cash Flows (Continued)
Proprietary Funds
For the Fiscal Year Ended June 30, 2007

Governmental
- Business-type Activities - Enterprise Funds Activities
Health Clinies Other Internal
Fink Road Geer Road and Anciltary Enterprise Service
Landfill Landfill Services Funds Total Funds
RECONCILIATION OF OPERATING INCOMUE (LOSSITONET
CASH PROVIDED (USED) BY OPERATING ACTIVITIES
Uperating incorne (Joss) $ 821785 % {712} $ (121273585 $ 3,541.118) $(14.847400) 8 2844875
Adpustments 1o réconcile operating income (fossi1o net
cash provided fused) by operating actrvitics' '
Depreciation 579,889 712 455,797 1,260,239 1 408.87¢
{Increase) decrease in accounts receivahle 16,204 1,028 964 307,336 1,332 704 (406 893
iIncrease ) dectease in other receivables (15 882 {649 (2,800 993y iS07y 2422 504 (25,447,
chicrease) decrease N IRvEMOrY 194,120 14.954) BY 1h6 (48 9491
tlucreasey decrease in prepaid items (30,6807 (30,6803 56,972
(Inereasey decrease 1 due from other funds 30963 1352079 1,583 042
{Inerease) decrease i deposits with others
Increase {decrease) in accounts payable and accrued lisbilities (1,744) 16,355 434939 (13.174) 436.376 (115451
Increase (decrease) in salunes and benefits payahle (18 144 (1.059451) (114,749 (1,192 344) {163 .286)
Increase fdecrease) in hability for compensated absenges 554 25,102 170) 25,580 24106
Increase (decrease) in due to other funds/goverments 1,461,028 1 461,628 (307,562)
Increase {decrease) in estimated cost of elosure/postelosure 477110 (523,066) {47 936)
Increase {decrease) in risk management hability ) 87,311
Net cash provided (used’ by operating activilies $ 1859772 $ (509300 $ (12,708,921) b (1,373,750 5 (12,732.239; S 33545585

The accompanyimg notes to the financial statements are an integral part of this statemers

fd
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County of Stanislaus
Statement of Fiduciary Net Assets
Fiduciary Funds
June 30, 2007

Employees’

Retirement Investment Agency
Trust Trust Funds Total
ASSETS
Cash and investments § 23,688,701 $ 504.532.219 $ 14,248,027 $ 542468947
Accounts receivable (net of allowance
for uncollectables) 6,308,626 6.308.626
Interest and dividends 6.501,000 6.501,006
Securities transactions 7,994,032 7.994,032
Contributions 2.652.474 2,652,474
Other receivable 787 3,930.577 87 3,931,451
Interfund note receivable 19,452,078 19,452,078
Other assets 3,564,407 15,143,709 18,708,116
Investments:
Bonds 437,356,009 437,356,009
Stocks 989,988,998 989,988,998
Collateral on loaned securities 271,317,033 278,317,033
Total assets 1,743,063,447 549,367,209 14,248,114 2,.306,678,770
LIABILITIES
Accounts payable 281.341.409 22,113,462 2,965,120 306,419,991
Salarics and benefits payable 243,356 243,356
Trust obligations 5.364,821 11,282,994 16,647,815
Deferred revenue 1.154,435 1,154,435
Total liabilites 281,341,409 28,876,074 14,248,114 324,465,597
NET ASSETS
Net assets held in trust for pension
benefits/investment pool participants $1,461,722,038 $ 520,491,135 $ $1.982.213,173

The accompanying notes to the financial statements are an integral part of this stalement,
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County of Stanislaus
Statement of Changes in Fiduciary Net Assets
Fiduciary Funds
For the Fiscal Year Ended June 30, 2007

Employees’
Retirement Investment
Trust Trust
Additions:
Contributions:
Emplover contributions $ 32,562,514 $
Member contributions 20,542,837
Contributions on pooled investments 3.438,382,609
Total contributions 53.105,35] 3,438,382.609
Investment income:
Net appreciation in fair value 168,870,674
Interest 42,215,153 27,867,041
Dividends 12,415,905
Miscellaneous income 237.950
Less investment expense (16,547,770)
Net investment income 207,191,912 27,867,041
Total additions 260,297,263 3,466,249,650
Deductions:
Benefit payments 67.599,163
Refunds of prior contributions 2,730,463
Distributions from pooled investments 3484453330
Administrative expense 1,980,926
Total deductions 72,310,552 3,484,453.330
Change in net assets 187,986,711 (18.203.680)
Net assets held in trust - beginning 1,275,608,550 538.694 815
Net assets held in trast - beginning - restated 1.273.735,327
Net assets held in trust - ending $  1,461,722,038 $ 520,491 133

the accompany ing notes {o the financial siatements are an integral part of this statement




County of Stanislaus
Statement of Changes in Fiduciary Net Assets
Fiduciary Funds
For the Fiscal Year Ended June 30, 2007

Employees'
Retirement Investment
Trust Trust
Additions:
Contributions:
Employer contributions $ 32,562,514

Member contributions
Contributions on pooled investments

20.542,837

3,438,382.609

3,438,382.609

27.867.041

27.867.041

Total contributions 53,105,351
Investment income:
Net appreciation in fair value 168,870.674
Interest 42,215,153
Dividends 12,415,905
Miscellaneous income 237,950
Less investment expense (16,547,770)
Net investment income 207,191,912
Total additions 260,297,263
Deductions:
Benefit payments 67,599,163
Refunds of prior contributions 2,730,463
Distributions from pooled investments
Administrative expense 1,980,926

3.466,249.650

3.484,453,330

Total deductions

72,310,552

Change in net assets

Net assets held in trust - beginning

187,980,711

1,275,608,550

3,484,453 330

Net assets held in trust - beginning - restated

1,273,735,327

(18.203,680)

538,694,815

Net assets held in trust - ending )

1,461,722,038

The aceompanying notes to the financial statements are an integral part of this statement.
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Note I:

COUNTY OF STANISLAUS

Notes to the Basic Financial Statements
For the Year Ended June 30, 2007

Summary of Significant Accounting Policies

This summary of significant accounting policies of the County of Stanislaus (the County)
is presented to assist in understanding the County’s financial statements. These accounting
policies conform to generally accepted accounting principles and have been consistently
applied in the preparation of the financial statements.

A.

Reporting Entity

The accounting methods and procedures adopted by the County conform to
generally accepted accounting principles as applied to governmental entities. These
financial statements present the government and its component units, legally
scparate entities for which the government is considcred to be financially
accountable under the criteria set by Governmental Accounting Standards Board
(GASB) Statement No. 14.

Reported component units on the County’s financial statements can be blended or
discretely presented. Blended component units, although legally separate entities,
are in substance, part of the government’s operations. Blended component units are
an extension of the County and so data from these units are combined with the data
of the primary government. Each component unit has a June 30™ year-end.

Blended Component Units

I. Redevelopment Agency of the County of Stanislaus (“Agency”™): The Agency
was established by the County as a separate legal entity in accordance with state
law. Tt is governed by the five members of the County Board of Supervisors.
The purpose of the Agency is to acquire, rehabilitate, and revitalize property
within legally designated redevelopment areas. The Agency provides service
solely to the County and is reported as a capital projects fund.

o

Stanislaus County Capital Improvements Financing Authority (“Authority”):
The Authority was established on September 1, 1989, as a separate legal entity
whose sole purpose is to provide financing for various County capital projects.
It is governed by the five members of the County Board of Supervisors. The
activity for the Authority is reported as a debt service fund.

b

Lighting Districts: The County has 25 different, legally separate lighting
districts whose boards are the same as the County Board of Supervisors. The
County’s approval is needed to set the districts’ budget and to set assessment
rates. The activity for the lighting districts is reported in a special revenue fund.




Noie 1:

COUNTY OF STANISLAUS

Notes to the Basic Financial Statements
For the Year Ended June 30, 2007

Summary of Significant Accounting Policies (continued)

A,

Reporting Entity (continued)

Blended Component Units (continued)

4. Stanislaus County Tobacco Funding Corporation (“Stanislaus Corporation™):
The Stanislaus Corporation was established per Board resolution on November
7, 2000 as a separate legal entity pursuant to California Corporations Code.
Three directors, two from the County and one independent. govern it. Its
purpose is to acquire from the County all of the rights of the County future
tobacco settlement payments and to borrow money secured by the County
tobacco assets on behalf of the California County Tobacco Securitization
Agency (see Note 16). The Corporation provides service solely to the County
and is reported as a debt service fund.

W

In-Home Supportive Services Public Authority of Stanislaus County ("Public
Authority™): The Public Authority was established on December 9, 2004 as a
separate legal entity pursuant to Welfare and Institutions Code Section 12301.6.
It is governed by the five members of the County Board of Supervisors. The
purpose of the Public Authority is to implement the goals and objectives of the
In-Home Supportive Services Program. The Public Authority is reported as a
special revenue fund.

Basis of Presentation
Government-Wide Financial Statements

The statement of net assets and statement of activities display information about the
primary government (the County) and its component units. These statements
include the financial activities of the overall government, except for fiduciary
activities. The government-wide statements distinguish between the governmenial
and business-type activities of the County. Governmental activities, which normally
are supported by taxes and intergovernmental revenues, are reported separately
trom business-type activities, which rely to a significant extent on fees charged to
external parties.

In the government-wide statements, eliminations have been made to minimize the
double counting of certain internal activities. In the statement of net assets, all
internal balances have been eliminated except those representing the net balance
due between governmental and business type activities. This residual balance is
reported as “internal balances.” In the statement of activities, direct expenses such
as services provided and used are not eliminated. but internal service fund activity
has been eliminated.
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Note 1:

COUNTY OF STANISLAUS

Notes to the Basic Financial Statements
For the Year Ended June 30, 2007

Summary of Significant Accounting Policies (continued)

B.

Basis of Presentation (continued)
Government-Wide Financial Statements (continued)

The statement of activities demonstrates the degree to which the program expenses
of a given function are offset by program revenues. Program expenses include
direct expenses, which are clearly identifiable with a specific function, and
allocated administrative overhead. Program revenues include 1) charges paid by the
recipients of goods or services offered by the programs and 2) grants and
contributions that are restricted to meeting the operational or capital requirements
of a particular program. Revenues that are not classified as program rcvenues,
including all taxes, are presented instead as general revenues.

When both restricted and unrestricted net assets are available. unrestricted
resources are used only afler the restricted resources are depleted.

Fund IFinancial Statementy

The fund financial statements provide information about the County’s funds,
including fiduciary funds and blended component units. Separate statements for
each fund category — governmental, proprietary and fiduciary — are presented. The
emphasis of fund financial statements is on major governmental and enterprise
funds, each displayed in a separate column. All remaining governmental and
enterprise funds are separately aggregated and reported as nonmajor funds.

Proprictary fund operating revenues, such as charges for services, result from
exchange transactions associated with the principal activity of the fund. Exchange
transactions are those in which each party receives and gives up essentially equal
values. Non-operating revenues, such as subsidies and investment earnings, result
from nonexchange transactions or ancillary activities.

The County reports the following major governmental funds:

The General Fund is used to account for all revenues and expenditures
necessary to carry out basic governmental activities of the County that are not
accounted for through other tunds. For the County, the General Fund includes
such activities as public protection, health and sanitation, public assistance,
education and recreation services.

The Tobacco Settlement Fund was established to account for the proceeds from
securitizing the County’s share of tobacco settlement revenues. Currently the
proceeds are restricted to use for capital expenditures. The infent is to preserve
the initial amount and to distribute 80% of the annual investment earnings to
the General Fund.
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Note 1:

COUNTY OF STANISLAUS

Notes to the Basic Financial Statements
For the Year Ended June 30, 2007

Summary of Significant Accounting Policies (continued)

B.

Basis of Presentation (continued)

Fund Financial Statements (continued)

The Behavioral Health and Recovery Fund was established to provide mental
health services o the residents of the County under the provisions of Welfare
and Institutions Codes 5600 and 5000. This includes residential/support
treatment services, outpatient treatment services, and an array of education and
prevention services. The primary source of revenues is from intergovernmental
sources and charges for services.

The Community Services Agency Fund was established for the administration of
the three major public social programs including financial assistance, social
services, and employment services. Intergovernmental revenue is the primary
source of financing for this fund.

Public Facility Fees were established by the Board of Supervisors adoption of
Resolution No. 89-1724 for the purpose of reducing the impact of a growing
community on existing County resources. The fees are charged to new
development based on the need for facilities 10 maintain the existing level of
service. The fee benefits the following departments and programs: roads.
detention, criminal justice, library. parks. public and mental health, emergency
services, animal services and sheriff,

The County reports the following major enterprise funds:

The Fink Road Sanitary Landfill Fund was established to account for the
operation of Fink Road Sanitary Landfill, which provides a dumping site for
the disposal of solid wastes. Revenues are derived from fees generated for the
disposal of waste at the site.

The Geer Road Sanitary Landfill Fund was established to account for the
operation of Geer Road Sanitary Landfill, which provided a dumping site for
the disposal of solid waste. The landfill is owned jointly with the City of
Modesto.

The Health Clinics and Ancillary Services Fund was established 10 account for
health care operations in outpatient clinics throughout the County. Revenues are
derived from fees for patient services, payments from federal and state
programs such as Medicare and Medi-Cal, private insurance, and subsidics
from the County.
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Note 1:

COUNTY OF STANISLAUS

Notes to the Basic Financial Statements
For the Year Ended June 30, 2007

Summary of Significant Accounting Policies (continued)

B.

Basis of Presentation (continued)

Fund Financial Statements (continued)

The County reports the following additional fund types:

Internal  Service Funds account for the County’s fleet maintenance,
communication, technology, and other services provided to departments or
other governments. They also account for self-insurance programs — worker’s
compensation, long-term disability, employee benefits, and personal injury and
property damage on a cost-reimbursement basis.

The Employees’ Retirement Trusr accumulates contributions from the County,
its employees and other participating employers, and earnings from the fund’s
investments. Disbursements are made from the fund for retirement, disability
and death benefits (based on a defined benefit formula) and administrative
expenses. This fund includes all assets of the Stanislaus County Employees
Retirement Association (StanCERA).

The Investment Trust Fund accounts for the assets of legally separate entitics
that deposit cash with the County Treasurer in an investment portfolio for the
benefit of all participants. These entities include school and community college
districts and other special districts governed by local boards, regional boards
and authorities. The fund represents the assets, primarily cash and investments,
and the related liability of the County to disburse these monies on demand.

The Agency Funds account for assets held by the County as an agent for
individuals, private organizations, or other governments.

Basis of Accounting

The government-wide, proprietary, pension and investment trust fund financial
statements are reported using the economic resources measurement focus and the
accrual basis of accounting.

Revenues are recorded when earned and expenses are recorded at the time
liabilities are incurred, regardless of when the related cash flows take place. Non-
exchange transactions. in which the County gives (or receives) value without
directly receiving (or giving) equal value in exchange, include property and sales
taxes, grants, entitlements and donations. On an accrual basis, revenue from
property taxes is recognized in the fiscal year for which the taxes are levied.
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Summary of Significant Accounting Policies (continued)

Basis of Accounting (continued)

Revenues from sales tax are recognized when the underlying transactions take
place. Revenues from grants, entitlements and donations are recognized in the
fiscal year in which all eligibility requirements have been satisfied.

Governmental funds are reported using the current financial resources measurement
focus and the modified accrual basis of accounting. Under this method, revenues
are recognized when measurable and available (“susceptible to accrual™). The
County considers revenues available if they are collected within 180 days after
year-end, except for property taxes. Property taxes are considered available if they
arc collected within 60 days after year-end. Expenditures are generally recorded
when a liability is incurred, as under accrual accounting. However, debt service
expenditures, as well as expenditures related to compensated absences and claims
and judgments are recorded only when payment is due. General capital assets
acquisitions are reported as expenditures in governmental funds. Proceeds of
general long-term debt and capital leases are reported as other financing sources.

For its business-type activities and enterprise funds, the County has elected under
GASB Statement No. 20, Accounting and Financial Reporting for Proprictary
Funds and Other Governmental Entities that Use Proprietary Fund Accounting, to
apply all applicable GASB pronouncements as well as any applicable
pronouncements of the Financial Accounting Standards Board, the Accounting
Principles Board or any Accounting Research Bulletins issued on or before
November 30, 1989 unless those pronouncements conflict with or contradict
GASB pronouncements. The GASB periodically updates its codification of the
existing Governmental Accounting and Financial Reporting Standards which, along
with subsequent GASB pronouncements (Statements and Interpretations),
constitutes generally accepted accounting principles for governmental units.

Budgetary Basis of Accounting

In accordance with the provisions of Sections 29000 and 29143, inclusive, of the
California Government Code and other statutory provisions, commonly known as
the County Budget Act, the County prepares a budget for cach fiscal year on or
before August 30. Budgeted expenditures are enacted into law through the passage
of an Appropriation Ordinance. This ordinance mandates the maximum authorized
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Summary of Significant Accounting Policies (continued)

D.

Budgetary Basis of Accounting (continued)

expenditures for the fiscal year and cannot be exceeded except by subsequent
amendments to the budget by the County’s Board of Supervisors.

An operating budget is adopted each fiscal year for the General Fund and all
special revenue funds except the Tobacco Settlement Fund. An operating
balanced budget is adopted for the capital project funds for the life of the project.
except for the Redevelopment Agency, the Courthouse Construction Fund and the
Criminal Justice Facilities Fund, which adopt an operating budget each fiscal vear.
A budget is not adopted for the Public Facility Fees Capital project fund as those
dollars are transferred and budgeted in other funds. Expenditures are controlled at
the object level within budget units. A budget unit may be (1) a single department,
(2) a division of a large department having multiple divisions, or (3) an entire fund.
The object level within a budget unit is the level at which expenditures may not
legally exceed appropriations. Any transfers of appropriations between object
levels within the same budget unit may be authorized by the County Executive
Office. Budget amendments or supplementary appropriations normally financed by
unanticipated revenues during the year or transfers of appropriations between
budget units must be approved by the Board of Supervisors. Budgeted amounts in
the budgetary comparison schedules are reported as originally adopted and as
amended during the fiscal year by resolutions approved by the Board of
Supervisors.

The budgets for the governmental funds may include an object level known as
“expenditure transfers”. This object level is an accounting mechanism used by the
County to show reimbursements between operations within the same fund (an
example would be the General Fund).

The amounts reported on the budgetary basis differ from the basis used to present
the basic financial statements in accordance with generally accepted accounting
principles (GAAP). Annual budgets are prepared on the modified accrual basis of
accounting except that current year encumbrances and commitments are budgeted
as expenditures.

The following schedule reconciles the amounts on the Schedule of Revenues,
Expenditures and Changes in Fund Balance - Budget and Actual on Budgetary
Basis to the amounts on the Statement of Revenues, Expenditures and Changes in
Fund Balances:
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Note 1: Summary of Significant Accounting Policies (continued)
D. Budgetary Basis of Accounting (continued)
Special Revenue Funds

Behavioral Health  Community Services
General Fund and Recovery Agency

Total expenditures
(budgetary basis) $ 186,010,466 $ 61,046,291 $ 218,644,857
Basis difference - net addition of
200506 encumbrances and commitments minus
2006707 encumbrances and commitments (1,422,319) 289.246 (452,590)
Total Expenditures (GAAP) $ 184,588,147 $ 61,335,537 ¥ 218.192,267

L. Cash and Cash Equivalents

Cash and cash equivalents include cash in bank and investments held by the County
Treasurer in a cash management pool. The amounts classified as “Investments with
Fiscal Agent” represent loan proceeds held by the trustees for various borrowings
(See Note 11} and securitized tobacco settlement proceeds invested outside the
County Pool.

For purposes of the accompanying statement of cash tlows, the enterprise and
internal service funds consider all highly liquid investments with a maturity of
three months or less when purchased, and their equity in the County Treasurer’s
investment pool, to be cash equivalents.

F. Investments

California Government Code Section 53600, et seq., authorizes the County to
invest in obligations of the State or any local agency of the State of California,
bankers’ acceptances, commercial paper, negotiable certificates of deposits,
repurchase agreements or reverse repurchase agreements, medium-term notes
issued by corporations and the State of California Local Agency Investment Fund.
‘The County may also invest in certain open-ended mutual funds permitted by the
Government Code. All investments are carried at fair value until they are within 90
days of maturity at which time they are reported at amortized cost. Interest
carned on pooled investments is apportioned quarterly 1o certain
participating funds based upon each fund’s average daily deposit balance with all
remaining interest deposited in the General Fund.

The tobacco securitization proceeds are invested under a separate policy approved
by the County Board of Supervisor’s on January 29, 2002. The policy authorizes
the County to invest in obligations outlined in California Government Code Section
53600, et seq., with no investment having a greater maturity date than the final
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Summary of Significant Accounting Policies (continued)

k.

H.

Investments (continued)

maturity of any tobacco settlement asset-backed bond. All investments are reported
at fair value.

The Employees' Retirement Trust (StanCERA) funds are invested pursuant to
policy guidelines established by the Retirement System’s Board. The objective of
the investment policy is to invest in a manner that provides the safeguards and
diversity that a prudent investor would adhere to. The policy of StanCERA is to
invest in the following asset classes: Large Cap US Stocks, Small Cap US Stocks,
Non US Stocks and Fixed Income. Investments are stated at fair value.

Deferred Revenue

The County reports deferred revenue on its financial statements. Deferred revenues
arise when potential revenue does not meet both the “measurable” and “available™
criteria for recognition in the current period. Deferred revenues also arise when the
County receives resources before it has a legal claim to them, as when grant monies
are received prior to the incurrence of qualifying expenditures. In subsequent
periods, when both revenue recognition criteria are met, or when the County has a
legal claim to the resources, the liability of deferred revenue is removed from the
financial statements and revenue 1s recognized.

Inventory
In governmental funds, inventories are valued at cost. In proprietary funds, they are

valued at lower of cost or market. Cost is determined by using either the weighted
average or the first-in, first-out method. The consumption method of accounting for

nventory is used for the governmental funds and the proprietary funds. For the

governmental funds, the reserve for inventory indicates that a portion of the fund
balance is not an available financial resource (see Note 13).

Prepaid Items

Certain payments to vendors reflect costs applicable to future accounting periods
and are recorded as prepaid items.

Capital Assets

Capital assets (including infrastructure) are recorded at historical cost or estimated

historical cost if actual historical cost is not available. Contributed capital assets are

valued at their estimated fair market value on the date contributed. Capital assets

include public domain assets (infrastructure) consisting of roads, bridges, lighting

systems, drainage systems, and flood control improvements. The County defines
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I

Capital Assets (continued)

capital assets, other than infrastructure, as assets with an initial, individual cost of
more than $5,000 and an estimated useful life in excess of one year, with the
exception of the Health Clinics and Ancillary Services Enterprise Fund. The Health
Clinics and Ancillary Services Enterprise Fund defines capital assets as assets with
an initial, individual cost of more than $1,000 and an estimated useful life in excess
of three years. In addition to these individual assets, the library’s books are
capitalized together as one collection.

Capital assets used in operations are depreciated or amortized (assets under capital
leases) using the straight-line method over the lesser of the capital lease period or
their estimated useful lives in the government-wide and proprietary funds
statements, with the exception of patrol cars and landfill cell development. The
units of production method is used for depreciation on patrol cars and landfill cells.

The estimated useful lives are as follows:

Infrastructure 20 to 60 years
Structures and improvements 15 to 60 years
Equipment 3 to 20 years
Patrol cars 100,000 miles
Landfill Cell 1,960,000 cubic yards

The County has seven networks of infrastructure assets — roads, bridges, lighting
system, storm drains, signs, signals and beacons.

Compensated Absences (Accrued Vacation, Sick Leave, and Compensatory
Time)

All regular employees of the County earn vacation and sick leave with pay every
year. The amount of vacation and sick hours earned is based on the years of
continuous service and the bargaining unit to which the employee belongs. All
employee bargaining units have vacation accumulation limits. Regular employees
are given credit for 8 hours sick leave each month of employment with limited
accurnulation.

After at least six months of County service, most regular employees, upon
separation, are entitled to all unused vacation time accumulation. Most regular
employecs are entitled to a portion of accumulated sick leave after six years of
service, depending on age. years of service, and bargaining unit.

At the close of each fiscal year, the balance of this accumulated time is computed
for each employee at the current salary range. In the financial statements, these
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7

Compensated Absences (Accrued Vacation, Sick Leave, and Compensatory
Time) (continued)

amounts are referred to as “compensated absences.” A ten-year average of all
termination payments is used to compute the amount that is expected to be
liquidated in the next vear with expendable available financial resources. This
current portion and the balance of the long-term liability are reported in the
government-wide statements, the enterprise and internal service funds financial
statements and are generally liquidated by the General Fund.

Interfund Transactions

Interfund transactions include loans, services provided, reimbursements or
transfers. Loans are reported as receivables and payables as appropriate, are
subject to elimination upon consolidation and are referred to as either “due
to/due from™ (i.e., the current portion of interfund loans) or “advances to/from other
funds™ (i.e., the noncurrent portion of interfund loans). Any residual balances
outstanding between the governmental activities and the business-type activities are
reported in the government-wide financial statements as “internal balances™.

Advances to other funds. as reported in the fund financial statements, are offset by
a fund balance reserve account in applicable governmental funds to indicate that
they are not available financial resources.

Services or supplies provided can result, at year-end, in receivables and payables
referred to as “due to/from other funds”. These receivables and payables are
eliminated in the governmental-wide consolidation with residual balances reported
as “internal balances™ when they are between funds of the County.

Reimbursements are when one fund incurs a cost, charges the appropriate
benefiting fund and reduces its related cost as a reimbursement. All other interfund
transactions are treated as transfers. Transfers between governmental or proprietary
funds are netted as part of the government-wide presentation.

Estimates
The preparation of basic financial statements in conformity with generally accepted
accounting principles requires management to make estimates and assumptions that

affect certain reported amounts and disclosures. Accordingly. actual results could
differ from those estimates.
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Restatement of Equity

The beginning net assets of the Employees’ Retirement Trust Fund has been restated to
reflect an overstatement of an accrual relating to contributions.

The beginning net assets ot the Health Clinics & Ancillary Services fund has been restated
to reflect an overstatement of year-end receivable accruals.

Employees' Health Clinics and
Retirement Trust  Ancillary Services

Net assets held in trust/ Net assets June 30, 2006, as previously reported $ 1,275,608,550 § (13.395,101)

Prior period adjustment due to an overstatement of receivables (5.226,559)
Prior period adjustment due to an overstatement of an accrual 1,873,223
Net assets held in trust/ Net assets July 1, 2006, as restated $ 1,273,73_5_,327 $ (18,621,660)

Individual Fund Deficits

Net Asset Deficits - Proprietary Funds

Enterprise fund - Geer Road Landfill $ 2,892,324
Enterprise fund - Health Clinics and Ancillary Services 16,815,059
Internal Service fund - Purchased Insurance 91,546

The deficit in the Geer Road Landfill is due to the liability for closure/post closure
maintenance. This accumulated deficit will be funded with receipts from Fink Road
Landfill. The Health Clinics and Ancillary Services Fund deficit is due to the closure of the
County hospital inpatient facilities in November 1997 and the rising cost of health care.
The plan to recover this deficit focuses on transfers from other funds, increased fees for
service, and increased reimbursement from the Federal government as a Federally
Qualified Health Center Look-Alike.

The internal service fund deficit is due to unexpected expenses in combination with user
rates that were too low. This deficit will be funded by increased user charges.

Excess of Actual Expenditures Over Budget in Individual Budget Units

For the year ended June 30, 2007, expenditures exceeded budget at the department and
object level as follows:

Excess
General Fund Object Expenditures
CEO Match-Other Agencics Other charges § 215746
Probation - Institutions Services and supplies $ 37,968
CEO Ray Simon Training Center Other charges $ 493
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Excess of Actual Expenditures Over Budget in Individual Budget Units {continued)

The above disclosure is based on departmental appropriations as of June 30, 2007. If a
department received unanticipated revenue during the fiscal year and did not increase
estimated revenue and appropriations, then the positive effect on the department budget
would not be reflected in the above.

Cash and Investments

The County maintains a cash and investment pool - Stanislaus County Treasurer's Pool -
for the purpose of increasing interest income through investment activities. This pool,
which is available for use by all funds, is displayed on the statement of net assets/balance
sheet as “cash and investments.” The Stanislaus County Treasurer’s Pool generally limits
participation in the pool to those agencies and districts required to participate by legal
provisions of the California State Government Code for those agencies and districts.
Voluntary participation is limited to the Stanislaus County Employees Retirement System
(StanCERA) and independent special districts, which represent approximately 3% of the
pool. While StanCERA participates in the County Treasurer's Pool, the majority of their
cash and investments are managed separately from the County Pool. The County has no
legally binding guarantees to support the shares in the County Treasurer’s Pool.

The share of each fund in the Stanislaus County Treasurer's Pool is separately accounted
for and interest is apportioned quarterly based on the relationship of the fund's average
daily cash balance to the total of the pooled cash and investments. In accordance with
Government Code Section 53647, interest on all money deposited in the County Treasury
belongs to the County unless otherwise directed by law or the County Board of
Supervisors. The County has numerous funds in which the interest eamned is deposited into
the General Fund to comply with the above code section.

The Stanislaus County Treasurer’s Pool is not SEC-registered, but is invested in
accordance with California State Government Code section 53600 et. seq. California State
Government Code requires the formation of an Investment Oversight Committee, which is
charged with overseeing activity in the pool for compliance to policy and code
requirements. To this end, the Oversight Committee reviews the monthly investment report
prior to presentation to the Board of Supervisors and causes an audit of investments to
occur annually.

In addition to the restrictions and guidelines of the Government Code, cash and
investments with the County Treasurer are invested pursuant to investment policy
guidelines established by the County Treasurer and accepted by the Board of Supervisors.
The objectives of the policy are, in order of priority, legality of investment, safety of
principal, liquidity and yield.

50




COUNTY OF STANISLAUS

Notes to the Basic Financial Statements
For the Year Ended June 30, 2007

Note 5: Cash and Investments (continued)

Total County cash and investments are as follows:

Cash and Investments

Imprest cash $ 124,758
Cash in banks-department administered 10,722,844
In custody of Treasurer:

Cash on hand 156,038

Cash in bank 9,141,906

Investments held by Treasurer 878,272,453

Less outstanding checks (52,379,260)
Total in custody of Treasurer 835,191,137
Investments held by fiscal agents:

Tobacco settlement 100,353,891

Tobacco funding corporation 4.818.113

General fund 1,034,668

Stock investment 43,735

Bond requirements 20,758,688
Total investments held by agents 127,009,095
Employees' retirement trust:

Cash (outside Treasurer's pool) 18,630,454

Investments 1.698,662,040

Total cash and investments $ 2,690,340,328
Total County cash & investments are reported as follows:

Primary government

Cash and investments $ 297.615,383

Investments with fiscal agent 127,009,093

Restricted cash & investments 24,584,865
Employees' retirement trust

Cash and investments 23,688,701

Other investments 1,698,662.040
Investment trust - cash and investments 504,532,219
Agency funds - cash and investments 14,248,027

Total cash and investments $ 2,690,340,328
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Cash and Investments (continued)

Interest Rate Risk - This is the risk of loss due to the fair value of an investment falling
because of rising interest rates. Generally, the longer the maturity of an investment, the
greater the sensitivity of its fair value to changes in market interest rates.

e Stanistaus County Treasurer's Pool. The County's policy for interest rate risk allows
mvestments to be sold prior to maturity at a loss if such sale will allow investment in a
higher yield vehicle and any loss upon sale can be more than compensated by
additional interest earning within a six month period. Of the County's $888 million
portfolio, over 67% of the investments have a maturity of 1 year or less. No investment
has maturity greater than 4 years.

o Stanisiaus County Tobacco Settlement [nvestment Portfolio. This portfolio, under a
scparate investment policy, includes Municipal bonds with maturities of up to 30 years
that are sensitive to interest rate changes. These bonds are all insured, which tends to
reduce interest rate risk.

o  StanCERA's Investment Portfolio. StanCERA’s average effective duration of all fixed
income holdings, reflecting all instruments including Collateralized Mortgage
Obligations and Asset-Backed Securities, must be maintained at plus or minus 1.5
years of the Lehman Aggregate bond index. duration. At year end the Lehman
Aggregate Bond Index was yielding 5.69% with an effective duration of 4.7 years.
StanCERA had a yield of 5.91% with an effective duration of 3.75 years.

Credit Risk - This is the risk that an issuer or other counterparty to an investment will not
fultill its obligations.

o Stanislaus County Treasurer's Pool. The County is permitted to hold investments of
issuers with a short-term rating of "A-1" and a minimum long-term rating of "A" by
two of the top nationally recognized statistical rating organizations (rating agencies).
Additionally, the County is permitted to invest in U.S. Treasuries, Government
Sponsored Enterprises (Agencies), the State's Local Agency Investment Fund and
collateralized certificates of deposit that are un-rated.

e Stanislaus County Tobacco Settlement Investment Portfolio. This portfolio includes
insured, triple A rated Municipal bonds that make up 48% of the portfolio. The rest of
the portfolio is invested in money market and mutual funds with maturities of less than
one year.

o StanCERA's Investment Portfolio. Under StanCERA policy, the fixed income portfolio
must have an average quality rating of A or better in the aggregate as measured by at
least one credit rating service. Investment grade quality is defined as BBB rated or
higher at time of purchase. In cases where credit rating agencies assign different quality
ratings to a security, the Jower rating will be used. Should the rating of a fixed income
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[¢]

Credit Risk (continued)

security fall below investment grade, the manager may continue to hold the security if
they believe the security will be upgraded in the future, there is a low risk of default,
and buyers will continue to be available throughout the anticipated holding period. The
manager has the responsibility of notifying the StanCERA Board whenever an issue
falls below investment grade. The notification should include the manager's assessment
of the issue's credit rating and its ongoing role in the portfolio.

The following table shows the quality of StanCERA's investments in fixed income
securities on June 30, 2007,

Active Fixed Income Securties
Credit Rating Management Amount

AAA 66.30% % 289,947 233
AA 1.71% 7,485,707

A 10.24% 44,783,593

BAA 11.93% 52,173,100

BA 4.41% 19,298,733

Bl 3.45% 15.097.748
CAA 1.96% 8,569,875
T00.00% % 437,356,009

Custodial Credit Risk-deposits - In the case of deposits, this is the risk that in the event of a
bank failure, the government's deposits may not be returned to it.

o Stanislaus County Treasurer's Pool and other deposits. At year-end, Stanislaus County
had no custodial credit risk exposure to any depository financial institution. As per
State of California Government Code (Section 53630 — 53683), our depository banks,
i.e., Bank of the West, Union Bank of California, and US Bank collateralize Stanislaus
County public funds with eligible securities having a market value of at least 110% of
the actual amount on deposit. These securities are maintained with the third party
custodians. The collateral is held in a pool based on the bank’s total public deposits.
The County did not have deposits in any forcign currency.

o StanCERA's Investment Porifolio. At year end, StanCERA had no custodial credit risk
exposure to any depository financial institution. All deposits are placed with a custodial
bank. The custodian is responsible for maintaining an adequate level of collateral in an
amount equal to 102% of the market value of loaned securities. Collateral received may
imclude cash, letters of credit, or securities. If' securities collateral is received,
StanCERA cannot pledge or sell securities collateral unless the borrower defaults.

Custodial Credit Risk-investments - For an investment, this is the risk that, in the event of
the failure of the counterparty, the government will not be able to recover the value of its
investments or collateral securities that are in the possession of an outside party.
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Cash and Investments (continued)

Custodial Credit Risk-invesiments (continued)

Stanislaus  County Treasurer's Pool "and Stanislaus County Tobacco Settlement
Investment Porifolio. All negotiable instruments are held by the County's custodian or a
third party in the County's name. The County did not participate in securities lending.
The investment policy prohibits investment in instruments denominated in a foreign
currency.

StanCERA's Investment Portfolio. State statutes and Board of Retirement Investment
Policy permit StanCERA to participate in a securities lending program. StanCERA's
custodial bank administers its securities lending program. At year-end, StanCERA had
no custodial credit risk exposure to borrowers because the amounts StanCERA owed to
borrowers exceeded the amounts the borrowers owed to StanCERA. StanCERA's
contract with the custodian requires it to indemnify StanCERA if the borrower fails to
return the securities and the collateral is inadequate to replace the securities lent or fail
to pay StanCERA for income distributions by securities issuers while securities are on
loan.

As of June 30, 2007, StanCERA had securities on loan with a carrying value of
$264.897.923 and cash collateral of $271,317,033. The accrued market value of loaned
securities was $271,861,415. The types of securities lent were U.S. Government and
Agencies, U.S. Corporate Fixed Income and U.S. Equities. There are no restrictions on
the amount of securities that may be lent.

Foreign Currency Risk — This is the risk that changes in exchange rates may adversely
atfect the fair value of an investment

e StanCERA's Investment Portfolio. StanCERA’s external investment managers may
invest in international securities and must follow StanCERA’s Investment Guidelines
pertaining to these types of investments
The fair value, in US dollars, of StanCERA’s foreign currency at June 30, 2007 was
$300,104,028, distributed as follows:

Fair Vaue Fuair Vaue Fuair Vaue
Currency (inUS ) Currency (in US' §} Currency (inUS §)
Australian Dollar $ 15,741,918 French Franc $ 22,800,663  Norwegian Krone $ 3,290,240
Austrian Schilling 369,623 Greek Drachma 920,515 Portuguese Escudo 1.850.765
Belgian Franc 1,447,977 Hong Kong Dollar 3,411,514  Renminbi Yuan 609,588
Bermudan Dollar 1,907,355 Indian Rupee 1.243,620  Russian New Ruble 2,623,155
Brazilian Real 2,597,730  Irish Pound 1,456,573 Singapore Dollar 4,854,114
British Pound Sterling 55,630,575 Israeli Shekel 610,050 South African Rand 1,741,326
Canadian Dollar 10,669,709 Kalian Lira 8,560,537 South Korean Won 4,424,802
Cayman Island 31,928 Japanese Yen 49,017,206  Spanish Peseta 8,266,320
Danish Krone 1,930,031 Malaysian Ringgit 639,768 Swedish Krona 6,881,643
Deutche Mark 28,369,176 Mexican Nuevo Peso 2,002,613 Swiss Franc 17.882,233
Furo Currency §09,409  Netherland Guilder 8,661,887  US Dollar 20,815,679
Finnish Markka 4,490,718 New Taiwan Dollar 2,543,056
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Cash and Investments (continued)

Concentration of Credit Risk - This is the nisk of loss due 1o a large concentration of
investments in any one issuer. Investments issued or explicitly guaranteed by the U.S.
Government and investments in mutual funds, external investment pools and other pooled
investments are not considered at risk.

o Stanislaus County Treasurer's Pool. Over 90% of the County's investments, including
collateral on repurchase agreements, were in the U.S. Government or Government
Sponsored Enterprises (Agencies). The following Agencies each comprised more than
5% of the pool investments:

Federal National Mortgage Association 34.13%
Federal Home Loan Mortgage Corporation 21.16%
Federal Home Loan Bank 20.25%
U.S. Treasury Securities 7.92%
Federal Farm Credit Bank 7.30%

Of the 10% of the portfolio invested in other types of investments, no investment in a
single issuer exceeds 5%.

o Stanislaus County Tobacco Settlement Investment Portfolio. This portfolio includes
California State Municipals bonds that comprise 6% of the portfolio.

o  StanCERA's Investment Porifolio. StanCERA's policy requires that not more than 5%
of the total StanCERA stock portfolio, valued at market, may be held in the common
stock of any one corporation. Not more than 5% of the outstanding shares of any one
company may be held. Individual investment managers are to hold no more than 8% of
the market value of the manager's entire stock portfolio in any one company's stock.
Not more than 25% of the stock valued at market may be held in any one industry
category, as defined by the Retirement Association's consultant, without special
permission from the StanCERA Board.

With the exception of securities issued by the U.S. Government and its agencies, no
single fixed income issue will represent more than 5% of the total portfolio as
measured by market value at time of purchase. Holdings of any individual issu¢ must
be 5% or less of the value of the total issue.

At June 30, 2007, StanCERA had the following investments:

Fixed Income Securities

U § Treasuries $ 59 435,268
Single Family Mortgage Backed Securities 169,866,154
Multi Family Mortgage Backed Securities 7,696,201
Collateralized Mortgage Backed Sccurities 14,673,526
FFederal Agency 14.250,658
Asset Backed 10,487,132
Corporate Bonds 160,927.070
§ 37,336,
Lquities
Domestic $ 610,698,844
International 300,104.028
Mutual Funds 79,186,126
Collateral on loaned sccurities 271,317,033

T'otal Investments :078,002,
.
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For the Year Ended June 30, 2007

Cash and Investments (continued)

Concentration of Credit Risk (continued)

The following schedule indicates the credit and interest rate risk at June 30, 2007. The
credit ratings listed are for the lower of Standard and Poor's or Moody's Investor Services.
Certain investments such as U.S. Treasuries and the State's L.ocal Agency Investment Fund
are un-rated.

Stanislaus County Investments
Maturity Distribution - Fair Value (000's)

6/30/2007
Matunty

Credit 31-60 | 61-90 | 91-180 |181-360) 1-2 2.3 3.4 4.5

Rating | <30 Days Days Days Days Days Years Years Years Years Total
Bank Certificate of Deposit 10,000 10,000,
Local Agency Investment Fund Unrated 24,993 24993
FFCB Note AAA 5,000 19,943 39,889 64.832
FNMA Note AAA 20,000 24,049 44.649
FHLB Note AAA 36,894 49 953 69 909 19,950 179.706
FHLMC Note AAA 20,182 24.643 24,393 69.418
FHLMC Discount Note - {'Term Repo} AAA 37245 37,245 74,490
FNMA Discount Note - (Term Repo) AAA 81,604 81.604
FNMA Discount Note A-1 24,965 26871 24770 19.712 77.362 176.680
FHLMC Discount Note A-1 24733 19.196 43,949
Treasury Note N/A 9.974 20,100 40,207 70,281
Corporate Note A 3012 5038 5.026 13,076
Corporaie Note AA 7.351 26,584 33.93%
Total Treasury Pool Investments 102,203 158,694 52,535 79,5491 199,182] 201,615 24,643 69,192 0 887,613
Money Market Funds Unrated 99 99
Commercial Paper A-1/P-1 4.719 4,719
Total Tobacco Funding Comp Investments 4,818 0 0 0 0 0 0 0 0 4818

Matunty

Credit 31-360 1-3 3-5 5-10 16- (5 15-20 20-25 25-30

Rating < 30 Davs Days Years Years Years Years Years Years Years Total
Money Market Funds Unrated 23,445 23445
Mutual Funds Unrated 28509 28509
Municipal Bonds - Insured AAA Q 0 0 0 6468 6.172 20.401 7,162 5,196 48,399
Total Tohacco Settlement Investments 51,954 0 0 0 6.468 6,172 20.491 7,162 8196 100,353
Money MarketMutual Funds Unrated 14,678 14678
Investment Agreements Unrated 1,063 81 1.792 3,148 6.081
Total Bond Requitements 14,678 4 0 1063 81 1.792 ENCH O 0 20,759




Note 5:

COUNTY OF STANISLAUS

Notes to the Basic Financial Statements
For the Year Ended June 30, 2007

Cash and Investments (continued)

In accordance with GASB No. 31, investments are reported on the statement of net
assets/balance sheet at their fair value and all changes in fair value are reflected in income
of the period in which they occur. Fair values were obtained from our custodial statement
for all investments having greater than 90 days to maturity in the following categories:

U.S. Agency and GSE Bonds and Notes
U.S. Treasury Bonds, Notes and Bills
Corporate Bonds and Notes

Amortized cost was used for all investments having 90 days or less to maturity, which may
include the following categories:

Commercial Paper

State of California Local Agency Investment Fund
U.S. Agency and GSE Bonds and Notes

U.S. Treasury Bonds, Notes and Bills

Repurchase Agreements

Corporate Bonds and Notes

Money Market Funds

Book cost was used for collateralized Certificates of Deposit purchased from state and
nationally chartered banks.

During the fiscal year the County Treasurer’s Pool included investments in negotiable
Certificates of Deposit as well a those investments owned at June 30, 2007,

The Stanislaus County Treasurer’s Pool maintains some investment in the State of
California local Agency Investment Fund (L.A.LF.). The total amount invested by all
public agencies in L..A.LF. at June 30, 2007 was $19.7 billion. L.A.LF. is part of the State
of California Pooled Money Investment Account (P.M.I.LA.) whose balance at June 30,
2007 was $65.6 billion. Of this amount, 0.20% was invested in derivative financial
products. PM.LA. is not SEC-registered, but is required to invest according to California
State Code. The average maturity of P.M.LA. investments was 176 days as of June 30,
2007.

The Local Investment Advisory Board (Board) has oversight responsibility for L.A.LF.
The Board consists of five members as designated by state statute. The value of the
pool shares in L.A.LF., which may be withdrawn, is determined on an amortized cost
basis, which is different than the fair value of the pooled treasury’s portion in the pool.
Withdrawals from L.A.LF. are done on a dollar to dollar basis.

In accordance with GASB 31, investments are marked to fair values annually and an
adjustment is made to each fund accordingly. However. actual daily activity is done on a
dollar to dollar basis and only a withdrawal from the pool of a size that jeopardizes pool
participants would cause the withdrawal to be done at market value.




Note 5:

COUNTY OF STANISLAUS

Notes to the Basic Financial Statements

Cash and Investments (continued)

For the Year Ended June 30, 2007

The following represents a condensed statement of net assets and changes in net assets for
the Treasurer’s investment pool at June 30, 2007:

Statement of Net Assets

Net assets held for pool participants $ 835,191,137
Equity of external pool participants $ 520,491,135
Equity of internal pool participants 314,700,002
Total Equity $ 835,191,137
Statement of Changes in Net Assets

Net assets at July 1, 2006 $ 849,083,221
Net investment income 47,450,732
Net contributions and withdrawls 61,942,816
Net assets at July 1, 2007 $ 835,191,137

Certificate of Deposit

LAIF

Federal Agency - Coupon
Federal Agency - Discount
Treasury - Coupon
Repurchase Agreement- Roll
Repurchas Agreement - Term
Corporate Note

Total

Stanislaus County Treasurer's Pool

Summary of Investments

6/30/2007
Fair Value Dollar Cost Interest Rate Range Maturity Range

$ 10,000,000 $ 10,000,000 5.20% 5.20%  07/05/07 07/05/07
24,986,111 25,000,000 5.17% 5.17%  07/01/07 07/01/07
358,353,500 360,299,947 3.50% 5.25%  07/02/07  09/28/10
220,628,500 216,258,448 4.86% 5.34%  07/05/06  02/23/07
70,280,600 70,188,868 2.75% 5.63%  08/15/07  05/15/09
6,921,401 6,921,401 5.34% 5.34% 07/01/07 07/01/07
140,000,000 140,000,000 5.24% 5.25%  07/20/07  08/30/07
47,010,907 47,911,102 3.40% 7.63%  09/15/07  04/01/09

§ 878,181,019 $ 876,579,766
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Note 6:

COUNTY OF STANISLAUS

Notes to the Basic FFinancial Statements
For the Year Ended June 30, 2007

Interfund Transaetions

Interfund Receivables/Payables
The compositions of interfund balances as of June 30, 2007 are as follows:

Due To/From Other Funds

Receivable Fund Pavable Fund Amount

General Fund Other Governmental Funds s 603,426 Yo cover deficit cash balance
General Fund Heatth Chmes and Ancillary Services 5.319.953 To vover deficit cash balance
Ciereral Fund Internal Service Funds 88,145 Vo cover deficit cash balance
6,011,524 Sub total
Behavioral Health & Recovery General Fund 293,510 For services provided
Behavioral Health & Recovery Other Enterprise Funds §.253.732 To cover deficit cash balance
Community Services Agency General Fund 38,836 For services provided
Community Services Agency Other Governmental Funds 143,251 To cover defient cash balance
Other Governmental Funds General Fund 392,426 State realignment
Health Clinies and Ancillary Services General Fund 16,351 State realignment
6,158,106 Sub total
$ 12,169,630 Toral
= o —————
Advances To/From
Receivable Fund Pavable Fund Amount
General Fund Other Governmental Funds $ SOM,000 Long term loan
Other Governmental Funds Other Governmental Funds 190,422 Long term loan
$ 690,422

The General Fund has loaned the Redevelopment Agency $400,000 for administrative
costs that will be recovered through property taxes. The General Fund has loaned the
Public Works department $100,000 for dangerous building abatement. Within the other
governmental funds, the Public Works Road Division loaned the Redevelopment Agency
for improvements to the Shackelford area.

Interfund Note payable/receivable

Receivable Fund Payable Fund Amount
Investment Trust Fund Health Clinics and Ancillary Services $ 19,452,078

The Health Clinics and Ancillary Services Fund has borrowed long-term from the
Investment Trust Fund. The note is expected to be repaid with interest by July 2020. The
interest will be credited each fiscal year end based on the Treasurer’s pool rate. Annual
transfers from the County’s General Fund to the Health Services Agency will be the source
of funds to retire the note
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COUNTY OF STANISLAUS

Notes to the Basic Financial Statements
For the Year Ended June 30, 2007

Note 6: Interfund Transactions (continued)
Transfers
Transfer from Transfer to Amount Purpose
General Fund Community Services Agency $ 8.138.841 County progrm contributions
Behavioral Health and Recovery 8,840,197 County progrm contributions
Other Governmental Funds 39,392 839 County progrm contributions and debt service
Health Clinics and Ancillary Servives 13,240.480 County program contributton
Other Enmerprise Funds 215422 County program contribution
Internal Serivee Funds 300.000 County program contribution
70,127,785
Tohacco Settlement General Fund 2,274)98-}7 Interest distribution
2,274.984
Behavioral Health and Recovery Community Services Agency 16,820 Conlributions 1o joint programs
Other Governmental Funds 775,880 To pay debt service
Other Bmterprise Funds 365,732 Reimburse administrative costs of program
1,158,432
Community Services Agency Other Governmental Funds 2,318,496 Contributions to programs and debt service
2,318,496
Public Facility Fees General Fund 2,837,070 Capital assets purchases
Behavioral Heabhh and Recovery 400,000 Capital assets purchases
Other Governmental Funds 3.948.628 Capital assets purchases
) 9,183,698
Other Governmental Funds General Fund 1,602,295 Various contributions o prograrms
Other Governmental Funds 2,632,949 Varjous contributions to programs and debt service
Health Clinics and Ancillary Services 1,973.355 Various contributions o programs
6.208,599
Health Clinics and Ancillary Services Other Governmental Funds 411,250 To pay debt service
411,250
Qiher Enterprise Funds Behavioral Health and Recovery 983,668 Reimburse administrative costs of programs
Other Governmental Funds 259,316 To pay debt service
1,242,984
Fink Landfill Geer Landfilt 450.000 Landfill closure/post-closure
Orther Governmental Funds 29985 To pay debt service
479,985
Internal Service Funds Other Governmental Funds 213.834 Incurance reimbursment and debt service
Health Clinics and Ancillary Services 87,911 Insurance reimbursment
Internal Service Funds 102,067 Insurance reimbursment for Fleet vehicle
403,812

$ 93.812,023
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Note 7:

Capital Assets

Capital asset activity for the year ended June 30, 2007 was as follows:

Governmental Activities
Capital assets, not being depreciated:

Land

Construction in progress

Total capital assets, not being

depreciated

Capital assets, being depreciated:

Infrastructure

Structures and improvements

Equipment

Total capital assets, being

depreciated

Less accumulated depreciation for:

Infrastructure

Structures and improvements

Equipinent

Total accumulated depreciation

Total capital assets, being

depreciated, net

Government activitics capital

assets, net

Business-type Activities
Capital assets, not being depreciated:

Land

Total capita) assets, not being

depreciated

Capital assets, being depreciated:
Structures and improvements

Equipment

Total capital assets, being

depreciated

Less accumulated depreciation for:
Structures and improvements

Equipment

Total accunulated depreciation

Total capital assets, being

depreciated, net

Business-type activitses captal

assets, et

COUNTY OF STANISLAUS

Notes to the Basic Financial Statements

For the Year Ended June 30, 2007

Balance Adjustmernts & Balance
July 1, 2006 Additions Retirements Transfers June 30. 2007

$ 37,631,254 $ 504,520 -5 245337 % 38381111
40,384 888 10,174,623 - (16,689,940) 33,869,571
78,016,142 10,679,143 N (106.444,603) 72,250,682
979,4¥0,247 3,185,900 (4,237,040) - 978,429,107
156,947,320 2,359,738 (23,579 9,519,429 168,802,917
05,945,876 8,716,746 13,326,056} 7,004,940 78,341,506
1,.202,373,452 14,202,384 (7.5860.675) 16,524 369 1,225 573,530
(637,278,912) (24,553.028) 4,237.040 B (657,595,800)
(48,000.448) (4.624.823) 5,805 (52,619,370}
{35,246,304) 6,013,198 2.523,086 - (38,736,416)
(720,525.664) (35,191,949 6,706,021 - (748.951,592)
481,847,738 (20,929,565) (820,654) 16,524,369 476,621,938

$ 559863930 § (10.250422) $ (820,654) % 79,766 % 548,872.620
$ 16,397,602 § - & -3 - $ 16,397,602
16,397,602 - - - 10,397,602
23,174,393 (321.289) 22,853,104
11,491,646 776,006 (459,748) 83,534 11,891,438
34,600,039 776.006 (781,037 83,534 34,744,542
112,831,404) (814,004} 318,054 (13,327 444,
(7,243,902) (763,106} 320,123 (7,686,885)
20,073.306) (1,577,200) 638,177 £21,014,229)
14,590,733 (801,194) (142.860) 83,534 13,730,213

$ 30988335 § (801,194 § {142,860) % 83,534 3 30,127.815
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Note 8:

COUNTY OF STANISLAUS

Notes to the Basic Financial Statements
For the Year Ended June 30, 2007

Capital Assets (continued)

Depreciation expense was charged to governmental functions as follows:
Structores and

Egquipment Improvements  Infrastructure Total
General government $ 479533 % 918,221 § - § 1,397,754
Public protection 1,234,529 2,282,383 - 3,516,912
Public ways 12,707 48,514 20,316,888 20,378,109
Health and sanitation 512,596 135,404 - 648,000
Public assistance 227,338 649,927 - 877.265
Education 1,941,604 203,686 - 2,145,290
Recreation 157,782 361,917 - 519,699
Internal service funds 1,384,110 24,769 - 1,408,879
Total 5 5950,199 $% 4624821 § 20316888 $ 30,891,908

Depreciation expense was charged to the business-type functions as follows:
Structures and

Equipment Improvements Total

Transit $ 246,655 % -8 246,655
Fink Road Landfill 95,100 484,789 579,889
Geer Road Landfill 712 712
Behavioral Health Center 7,357 183,516 190,873
Health Clinics and Ancillary Services 186,035 137,800 323,841
Inmate Weltare/Commissary 12,287 5982 18,269

$ 548,146 § 812,093 $ 1,360,239

Receivables

Accounts receivable, net of allowance for uncollectibles, includes receivables from federal,
state, and local governments in the net amount of $27,384,914. Patient accounts receivable
at Health Clinics and Ancillary Services of $28,622,631 net of an allowance for
uncollectibles of $18,757.477, leaves a net receivable of $9,865,154. Substantially all
other receivables are deemed collectible,

At June 30, 2007, deferred revenue and unearned revenue were reported as follows:

Governmental Activities: Unavailable Unearned
General fund:
Property taxes receivable $ 242,538
Accounts receivable 204,000
Interest receivable 14,266
Advanced deposits for animal services $ 45,027
Grant drawdowas prior to meeting all eligibility requirements 1,247,110
Bchavioral Health and Recovery
Grant drawdowns prior to meeting all eligibility requirements 4,618,902
Tobacco Settlement
Interest receivable 878,580
Community Services Agency:
Grant drawdowns prior to meeting all eligibility requirements 4,470,392
Nonmajor funds:
Accounts receivable 12,850
Grant drawdowns prior (o meeting all eligibility requirements 2,045,744
$ 1,352,240 $ 12,427,172
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Note 9:

COUNTY OF STANISLAUS

Notes to the Basic Financial Statements
For the Year Ended June 30, 2007

Property Taxes

The County’s property taxes are levied July 1 (Unsecured Roll) and October 1 (Secured
Roll) on assessed values established on the lien date of the previous January 1 for all
taxable property located within the County. Local assessed values are determined. subject
to appeal before the Assessment Appeals Board, by the County Assessor’s Office. Locally
assessed real property is appraised at the base year value and is adjusted each year after
1975 by the change in the California Consumer Price Index (CPI) not to exceed an increase
of 2%. Property is re-appraised from the 1975/76 base year value to current full value upon
either (1) a change in ownership, or (2) new construction, as of the date of such
transaction or completion of construction (only the newly constructed portion of
the property is re-appraised). Thereafter, it continues to be increased annually by the
change in the CPI not to exceed 2%. The total gross assessed value for the 2006/2007
fiscal year is $39.472,427,882.

The County is permitted by Section 93, of the California Revenue and Taxation Code, to
levy taxes up to $1.00 per $100 of assessed valuation for general governmental services
other than the payment of principal and interest on general obligation bonds or other
indebtedness approved by a two-thirds vote of its voters after June 4, 1986. Taxes are
allotted to local agencies and school districts as outlined in Sections 95 through 100 of the
California Revenue and Taxation Code.

Taxes are due in one installment (Unsecured Roll) on billing and are subject to late
payment penalties if paid after August 31, or two installments (Secured Roll) due on
November | and February 1, and again subject to the late payment penalties if paid after
December 10 and April 10, respectively.

The County and its political subdivisions operate under the provisions of Sections 4701-
4717 of the California Revenue and Taxation Code (otherwise known as the “Teeter
Plan™). Under this method, the accounts of all political subdivisions that levy taxes on the
County tax roll are credited with 100% of their respective secured ad valorem tax levy,
regardless of the actual payments and delinquencies. This method then provides for all the
delinquent penalties and redemptions flow to the County’s General Fund. In addition,
Section 4703.2 of the California Revenue and Taxation Code requires that a property tax
loss reserve be maintained at not less than 25% of the total delinquent secured taxes.

Taxes receivable in the General Fund includes $30 million long term property tax
receivable resulting from the Teeter method of distribution. This long term receivable as
well as another $10 million expected to be collected next fiscal year have already been
credited to other governments. These property tax teceivables will be collected from the
taxpayers.

Unsecured taxes are accrued in the period when they are levied and are recognized when
they become available. “Available” means, due, or past due and receivable within the
current period and collected within the current period or expected to be collected soon
enough thereafter to be used to pay labilities of the current period. This period was 60
days from the end of the fiscal year. Property taxes receivable that do not meet the
“available™ criteria are recorded as deferred revenue.
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COUNTY OF STANISLAUS

Notes to the Basic Financial Statements
For the Year Ended June 30, 2007

Leases

Operating Leases

The County is committed under various operating leases for building and office space and
business and data processing equipment.

Aggregate rental expense for all operating leases approximated $3,535,770 for all fund
types for the year ended June 30, 2007. The following is a schedule by years of future
minimum rental payments required under operating leases that have initial or remaining
non-cancelable lease terms in excess of one year as of June 30, 2007.

Ycar Ending

June 30,

2008 $ 3,569,011

2009 2,879,736

2010 2,289,663

2011 1,967.417

2012 1,663,603

2013-2016 3.767.236

Total Mimimum Lease Payments $ 16,136,666

The Stanislaus Waste Energy Company (SWEC) has a lease agreement with the County to
lease the 16-acre site on which the waste energy facility was built. The lease term is 35
years and contains a 15-year option to renew at the lessee's (SWEC) option. The County
purchased the land in 1974 for $6,161.

The County also has an agreement with the Stanislaus County Office of Education to lease
15,000 square feet of Building #1 at the County Center III site for the purpose of a print
shop. The term is 6 years with a mutual option to renew.

The following is a schedule of future lease revenue on these noncancelable leases at June
30, 2007.

Year Ending
June 30,

2008 $ 338,400
2009 338.400
2010 326,700
2011 198,000
2012 198,000
2013-2017 990,000
2018-2021 792,000
Total minimum lease revenue $ 3,181,500
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Notes to the Basic Financial Statements
For the Year Ended June 30, 2007

Note 10: Leases (continued)

Capital Leases

The County has entered into certain capital lease agreements under which the related
equipment will become property of the County when all terms of the lease agreements are

met:
Stated Present Value of
Interest Remaining Payments
Rate at June 30, 2007
Governmental activities:
Equipment 0.00-724% § 271,321
271,321
Business-type activities:
Medical equipment 3.00-6.94% 41,145
41,145
Total capital lease obligations S 312,466

The future minimum lease obligations and the net present value of these minimum lease
payments as of June 30. 2007 were as follows:

Year Ending Governmental  Business-type
June 30, Activities Activities
2008 $ 106,019 § 41,558
2009 94,669 -
2010 72,557 -
2011 26,315 -
Total Minimum Lease Payments 299,560 41,558
Less: Amounts Representing Interest (28,239) (413)
Present Value of Minimum Lease Payments 271,321 41,145
Less: Current Portion of Capital Leascs (91,256) (41,145)
Long-term Capital Lease Obligation 3 180,065 §$ -

Equipment and related accumulated amortization under capital leases are as follows:

Governmental Business-type
Activities Activities
Equipment $ 1.002,165 % 830,414
Less: accumulated depreciation (556.526) (495,021)
Net value $ 445,639 g 335,393




Note 11;

Long-Term Debt

COUNTY OF STANISLAUS

Notes to the Basic Financial Statements

For the Year Ended June 30, 2007

A. Summary of Long-Term Debt

The following is a summary of long-term liability transactions for the year ended June 30,

2007:

Amounts
Balance Balance Due Within
June 30, 2006 Additions Deletions June 30, 2007 One Year
Governmental Activities:
Risk management liability $ 22,849986 $ 9,513,281 § (9,635970) § 22,727,297 § 8,649,652

Certificates of participation 115,365,544 40,540,000 (§2,227,200) 103,678,344 7,877,200
Plus issuance premium 78,673 1,541,614 (62,590) 1,557,697 144,343
Bonds payable 91,230,423 (6.872,018) 84,358,405 §.121,110
Tobacco securitization note 105,933,611 (1,200,000) 104,733,611 2,120,000
Accreted interest tobacco note 446,033 2,680,981 3,127,014

Capital lease payable 259,427 129,559 (117,665) 271,321 91,256
Compensated absences 24,963 214 14,713,815 (13,778,648) 25,898,381 906,811

Total Governmental
Activities

Business-type Activities:

$ 361,126.911

$ 69,119,250

$ (83,894,001) § 346,352,070

$ 27,910,372

Risk management lability 5 279000 $ 210,000 $ 489,000 § 489,000
Certificates of participation 1,034,456 $ (152,800) 881,656 160.440
Compensated absences 1,964,641 1,186,302 (1,160,723) 1,990,220 124,411
Capital lease payvable 212,076 (170,931) 41,145 41,145
Total Business-1Type

Activities 3 3490073 § 1,396,302 § (1,484,454) § 3,402,021 $ 814,996

With the exception of the Professional Liability Insurance Fund, which serves the
Health Clinics and Ancillary Services Enterprise Fund, internal service funds serve
the governmental funds. Accordingly, long-term liabilities for them are included as
part of the above totals for governmental activities. At year-end $492.269 of
internal service funds compensated absences are included in the above amounts.
Also, for the governmental activities, risk management liability and compensated
absences are generally liquidated by the General Fund.
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Note 11: Long-Term Debt (continued)
A Summary of Long-Term Debt (continued)

As of June 30, 2007, annual debt service requirements of governmental activities to
maturity are as follows:
Governmental Activities

Year Ending Bonds Payable Certificates of Participation
June 30 Principal Interest Principal Interest
2008 ¥ 8iz1110 8 5,240,359 $ 6554560 $  4,678.338
2009 8,345,330 4,680,231 7,181.920 4,043,389
2010 8,934,680 4,083,596 7,444,280 3,772418
2011 9,579,165 3,443,272 7,721,640 3,483,976
2012 10,258,789 2,755,592 8,010,944 3,183,698
2013-2017 24,794 331 5,536,014 37,615,000 11,073,387
2018-2022 2,800,000 3,265,307 17,935,000 3,940,194
2023-2027 3,115,000 2,517,293 11.215,000 1,004.933
2028-2032 3,475,000 1,670,214
2033-2037 3,855,000 729,962
2038-2042 1,080,000 118,335
Totals $ 84358405 3 34.040,175 $ 103,678344 § 35,180,333
Year Ending Tobacco Securitization Note Tobacco Securitization Note 2006
June 30 Principal Interest Principal Interest
2008 $ 2,120,000 $ 3,593,482
2009 2,350,000 3,448,732
2010 2,565,000 3,301,338
2011 2,795,000 3,156,181
2012 3,285,000 2,998,881
2013-2017 20,795,000 11,978,280
2018-2022 28,670,000 4,723,280 § 10,716,756
2023-2027 41,566 40,397,878
2028-2032 $ 23,793,381 19,756.060
2033-2037 9,446,325 38,847,352
2038-2042 51,867,983
2043-2045 8,913,905 22,391,456
Totals $ 62,580,000 § 33,241,740 $ 42,153,611 $ 183,977,485

The above Tobacco Securitization Note amortization schedule assumes that the
turbo payments will be made. If' the projected tobacco sales do not occur, then the
amortization schedule will change to reflect less principal being paid each year,
maturing in 2055.

67




COUNTY OF STANISLAUS

Notes to the Basic Financial Statements
For the Year Ended June 30, 2007

Note 11: Long-Term Debt (continued)

A. Summary of Long-Term Debt (continued)

As of June 30, 2007, annual debt service requirements of business-type activities to
maturity are as follows:
Business-type Activities

Year Ending Certificates of Participation

June 30 Principal Interest
2008 $ 160,440 $§ 43,090
2009 168,080 35,549
2010 175,720 27,481
2011 183,360 18,871
2012 194,056 9,703
Totals $ 881,656 $ 134,694

B. Long Term Obligations

A summary of certificates of participation at year-end follows:

Amount of Outstanding
Interest Date of Original as of
Rate % Issue Maturity Issue June 30, 2007
Governmental activities:
1997 Series B Refunding 3.75-5.00  12/16/1997 6/1/2012 S 9,105,056 5,983,344
1998 Series A 3.75-4,75 3/1/1998  9/1/2018 22,160,000 15,980,000
2004 Series A 1.63-4.38 37262004  9/1/2025 15,371,663 14,760,000
2004 Series B 1.63-438  3/26/2004 9/1/2025 27.511,451 26,415,000
2007 Series A Refunding 3.65-5.75 2/172007 S5/172018 42,081,614 40,540,000
Total governmental activities $ 116,229,784 & 103,678,344
Business-type activities:
1997 Series B Refunding 3.75-5.00  12/16/1997 6/1/2012 % 1,524,944 § 881,656
Total business-type activities 3 1,524,944 § 881,656
Total $ 117,754,728 § 104,560,000

A summary of notes payable follows:

Amount of Qutstanding

Interest Date of Original as of
Rate % Issue Maturity Issue June 30, 2007
Tobacco Securitization Note 5.5-7.5 3/212002  6/1/2043 § 67,305,000 $ 62,580,000
2006 Tobacco Securitization Note 5.75-7.25  3/29/2006  6/1/2055 42,153,611 45,280,625
Total $ 109,458,611 $ 107,860,625
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B. Long Term Obligations (continued)
A summary of bonds payable follows:
Amount of QOutstanding
Interest Date of Original as of
Rate % Issue Maturity Issue June 30, 2007
1995 Pension Obligation Bonds 7.5 9/25/1995  8&/15/72013 $ 108,970,000 $ 62,975,000
RDA State Water Resources Board Loan 3.1 9/13/1995 1271272015 2,646,310 1,388,405
RDA 2005 TAB 3.5-5.42 12/20/2005  8/1/2036 15,615,000 15,615,000
RDA USDA Lean 425 872172003 8/1/2041 4,525,000 4,380,000
Total $ 131,756,310 & 84,358,405
Purpose for County Borrowings
1997 Series B Refunding Purchase medical arts building and construct jail kitchen laundry
1998 Series A Construct a portion of government building with the City of Modesto
2004 Series A Construction of Gallo Center for the Arts
2004 Series B Construction of 12th Street office building and parking garage
2007 Series A Refunding Construct Public Safety Center and Community Servicesbuilding

1995 Pension
RDA State W

Obligation Bonds Pay StanCERA for unfunded actuarial accrued lability
ater Resources Board  To build Bret Harte sewer collection and transfer system

RDA 2005 TAB To pay for Keyes storm drain project
RDA USDA Loan To pay for Salida storm drain project
Tobacco Securitization Note To purchase future tobacco settlement revenue

Tobacco Securitization Note 2006 To purchase future tobacco settlement revenue

Changes in Long Term Liabilities

On May 1, 2007, the County, through the Stanislaus County Capital Improvements
Financing Authority, advance defeased $2,675,000 of Certificates of Participation
(1995 COP) using existing reserve funds of $1,374,273 and a County contribution
of $1,438,750 which was already budgeted to pay the existing debt service. As a
result, the 1995 COP liability has been removed from the outstanding long-term
debt.

On February 1, 2007, the County, through the Stanislaus County Capital
Improvements Financing Authority, issued $40,540,000 of Certificates of
Participation (2007A COP) at a wcighted average interest rate of 4.42%. The
proceeds were allocated to advance refund the remaining outstanding balances of
the 1996 Series A and 1997 Series A Certificates of Participation. As a result of the
refunding, the County reduced its total debt service by $2,247,477 over the life of
the COP with an economic gain (net present value savings) of $1,742,213. This is
an average annual savings of $233.711. As a result of the refunding, the 1996
Series A and 1997 Series A COP are considered to be defeased and the liabilities
have been removed from the outstanding long-term debt.
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Long-Term Debt (continued)

D. Arbitrage

Arbitrage regulations pertain to the investment of tax-exempt bond proceeds at an
interest yield greater than the interest yield paid to bondholders. Generally, all
interest paid to bondholders can be retroactively rendered taxable if applicable
arbitrage rebates are not reported and paid to the Internal Revenue Service at least
every five years. During the current year, the County performed calculations of
excess investment earnings on various bonds and financings and paid $45.648 in
arbitrage rebate for the 1995 COP, $52,760 for the 1996 Series A COP and $71,465
for the 1997 Series A COP. At June 30, 2007, the County has no outstanding
liability for arbitrage.

Selid Waste Landfill Closure and Postclosure Care Costs

There are two solid waste landfill sites in the County. The Fink Road Sanitary Landfill is
owned by the County and is currently operating. The Geer Road Sanitary Landfill is on
land jointly owned by the City of Modesto and the County of Stanislaus. This landfill has
reached capacity and was closed in June 1990. The County of Stanislaus, by and through
its Board of Supervisors, administered the closure operations of the Geer Road Landfill.
Both landfills are reported in their entirety as enterprise funds.

State and federal laws require the County to close a landfill once its capacity has been
rcached and to monitor and maintain the site for thirty subsequent years. The County
recognizes a portion of the closure and postclosure care costs in each operating period even
though actual payouts will not occur until a landfill is closed. The amount recognized each
vear to date is based on the landfill capacity used as of the financial statement date.

Fink Road Geer Road Total

Estimated total liability for closure/

postclosure at June 30, 2007 $20,208,036 $ 8.339,746 $28.547,782
Liability recognized as of June 30, 2007 $ 5.187.808 $ 8,339,746 $13,527,554
Landfill capacity used to date 25.67% 100%
Estimated remaining useful life 26 vears

The estimated costs of closure and postclosure care are subject to changes such as the
effects of inflation, technology, revision of laws and other variables. State and federal laws
require the County to establish a closure fund to accumulate assets needed for the actual
payout of closure and postclosure care costs. Of the restricted cash and investments in the
proprietary funds, the following amounts are held for this purpose:

FFink Road Landfill $15.318,990
Geer Road Landfill $ 3,495,592
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Net Assets/Fund Balances

Net Assets

The government-wide and business-type activities financial statements utilize a net assets
presentation. Net assets are as follows:

o [nvested in Capital Assets, Net of Related Debt — This category groups all capital
assets, including infrastructure, into one component of net assets. Accumulated
depreciation and the outstanding balances of debt that are attributable to the
acquisition, construction or improvement of these assets reduce the balance in this
category.

e Restricted Net Assets — This category presents external restrictions imposed by
creditors, grantors, contributors or laws or regulations of other governments and
restrictions imposed by law through constitutional provisions or enabling legislation.

e Unresiricted Net Assets — This category represents net assets of the County, not
restricted for any project or other purpose.

As of June 30. 2007, the County had the following restrictions to net assets:

Governmental Business-type
Activities Activities

Restricted for:
Capital projects $ 104,650,011 $ -
Other purposes:

Landfill closure/post-closure - 18,925,816
Children & families commission 21,437,267 -
Road construction 14,243,892 -
Tax loss reserve 5,770,283 -
Child support service 1,713,271 -
Public assistance 581,669 -
Public health 1,332,111 -
Environmental resources 1,130,578 -

Lighting & storm drain districts/County

service areas 1,658,306 -
Clerk-recorder - capital assets 6,101,826 -
Planning grants 1,353.515 -

Other 3,283,223
Total other purposes 58,605,941 18,925,816
Total Restricted Net Assets $ 163,255,952 $ 18925816
Amount of total restricted by enabling legislation 3 46,498 $ -
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Fund Balances

In the fund financial statements, reserves and designations segregate portions of fund
balance that are either not available or have been earmarked for specific purposes. The
various reserves and designations are established by actions of the Board and can be
increased, reduced or eliminated by similar actions.

The term “reserved” is used to indicate that a portion of reported fund balance is (1) legally
restricted to a specific use or (2) not available for appropriation or expenditure. The
Board will sometimes designate portions of unreserved (available) fund balance based
on tentative future spending plans. Designated portions of fund balance represent financial
resources legally available for uses other than those tentatively planned.

As of June 30, 2007, the County has reserved or designated fund balances as follows:

Reserved for Encumbrances: This represents that portion of fund balance reserved for
encumbrances existing at year end which will result in subsequent year expenditures.

Reserved — Advances to other funds: This represents the portion of fund balance reserved
for loans to other funds that are not expected to be repaid in the short-term.

Reserved - Long term receivables: This represents the portion of fund balance related to
delinquent property taxes due from the taxpayers not expected to be collected in the short
term.

Reserved — Loans to_other governments: This represents the portion of fund balance
reserved for loans to other governments that are not expected to be repaid in the short-term.

Reserved — Other: This represents that portion of fund balance unavailable for
appropriation for the following reasons:

General Behavioral Health Comemumity Nonmajor

Fund & Recovery Services Agency  Governmental Funds
Deposits with others $ 10000 § b 3
Inventory 360,781
Imprest cash 71,245 8,601 27,650 6,725
Advance to other governments 26,000
Prepaid itens 20,876
Tax loss reserve 5,770,283
Total $5851,528 § 8601 % 27650 S 423,382
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Net Assets/Fund Balances (continued)

Fund Balances (continued)

Reserved for Capital projects: This represents the portion of fund balance held by trustees
for major capital projects.

Reserved for Debt Service: This represents that portion of borrowings which are held in
reserve accounts by trustees and that portion of borrowings held in interest reserve
accounts for interest payments.

Designated for Debt Service: This represents that portion of available fund balance
segregated to meet future principal and interest payments on debt,

Designated for Contingencies: This represents that portion of available fund balances set
aside for emergency and unforescen expenditures.

Designated for Carryover Appropriations: This represents a portion of the available fund
balance set aside for funding approved, but not expended in the current year.

Risk Management

The County is exposed to various risks of loss related to torts; theft of, damage to, and
destruction of assets; errors and omissions; injuries to employees; and natural disasters.

The County has a risk management program with respect to workers’ compensation,
general and professional liability, unemployment, vision, dental care and purchased
insurance. Under its existing workers’ compensation insurance plan, the County is
responsible for $500.000 per occurrence, with a commercial insurance company
providing certain liability coverage for up to $5,000,000. The general liability
insurance covers property damage, personal injury, auto, and public officials’ errors and
omissions. General liability, auto, and public officials’ errors and omissions ($25,000
deductible) are the County’s responsibility for up to $250,000 per occurrence, with the
excess insured by the CSAC Excess Insurance Authority for up to $9,750,000. The County
has also purchased optional excess liability coverage in the amount of $5 million. Property
damage is insured by a commercial carrier for $564,418,558 with a $10,000 deductible.
Unemployment, vision care. and dental insurance are the responsibility of the County.
Limited exposure precludes the need for outside coverage.

The Health Services Agency Clinics and Ancillary Services, and the Behavioral Health and
Recovery Department participate in the medical malpractice program administered by the
CEO Risk Management Division. Under this program, the County has a self-insured
retention of $500,000 per occurrence and pays all defense costs. The County also carries
excess insurance coverage up to $10,000,000 per claim,

There was no reduction in insurance coverage from the prior year. There were no
settlements in excess of insurance coverage for each of the past three fiscal years.
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Risk Management (continued)

The estimation of claims liability depends on many factors such as inflation, changes in
legal doctrine, and damage awards. Accordingly, an actuarial study is done each year to
update the estimated claims liabilities. These liabilities include incremental claim
adjustment expenses related to specific claims and other claim adjustment expenses
regardless of whether allocated to specific claims.

Changes in the balances of claims liabilities during the past fiscal year are as follows:

2005/2006 2006/2007
Unpaid claims as of July 1 $ 21555113 § 23,128,986
Incurred claims (including IBNRs’ 11,743,624 9,723,281
Claim payments (10,169,751) (9,635.970)
Unpaid claims as of June 30 § 23,128986 § 23216,297

The County is a defendant in several legal actions. In the opinion of County Counsel, it is
probable the potential liability for these matters could exceed the County’s general liability
self-insurance retention of $250,000. Any excess over $250,000 would be covered by
excess insurance coverage explained above.

In addition, the County is a defendant in a number of other lawsuits or proceedings arising
in the normal course of its activities where the ultimate outcome cannot be predicted with
certainty. Management does not expect that these matters will have a material adverse
effect on the financial position or changes in the financial position of the County.

Contingent Liabilities

The County participates in a number of federally assisted grant programs. These programs
are subject to financial and compliance audits by the grantors or their representatives.
Some audits of these programs prior to and for the year ended June 30, 2007, have not
been conducted or concluded. Accordingly, the County’s compliance with applicable grant
requirements will be established at some future date. The amount, if any, of expenditures
which may be disallowed by the granting agencies cannot be determined at this time
although the County expects such amounts, if any, to be immaterial.

Joint Ventures

Stanislaus Waste-to-Energy Financing Agency

Stanislaus Waste-to-Energy Financing Agency (Agency) was created May 1. 1989,
pursuant 1o a joint exercise of powers agreement between the City of Modesto and the
County of Stanislaus. The Agency is administered by a commission consisting of two
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Joint Ventures (continued)

Stanislaus Waste-to-Energy Financing Agency (continued)

members of the City council and two members of the County’s Board of Supervisors. The
agreement provides that the City and the County shall pay for costs associated with the
operation of the Agency and are entitled to all rights and property of the Agency equally.

On May 1, 1990, the Agency issued Certificates of Participation to refinance a bond issued
through California Pollution Control Financing Authority. And on February 1, 2000
Refunding Revenue Certificates were issued to refinance the 1990 COPs. Outstanding debt
of the Agency at June 30, 2007 is $28,190,000. Financial statements for the Agency are
produced biannually and are available from the County of Stanislaus,

Tuolumne River Regional Park

The County participates with the City of Modesto and the City of Ceres in the operation
and development of the Tuolumne River Regional Park (TRRP). The governing body
consists of two members from each city council and the County Board of Supervisors.

The TRRP Board prepares the annual budget, which must be approved by both cities’
councils and the Board of Supervisors. Each participant has an equity interest in the assets
of the Park based on the percentage of cumulative contributions paid. As of June 30, 2007,
the County’s equity interest was $1,789,801. For the fiscal year ending June 30, 2007, the
County contributed $174,184 to TRRP. Financial statements for TRRP are prepared by the
City of Modesto Finance Department and are available from them.

Stanislaus Drug Enforcement Agency

Stanislaus County and the cities of Modesto, Oakdale, Ceres, Patterson, Turlock,
Riverbank and Newman are the participants in the Stanislaus Drug Enforcement Agency
(SDEA). The purpose of the SDEA is to maintain a specially trained police unit to assist
each of the participating agencies in the enforcement of drug control laws, and to study,
plan and set priorities for effective enforcement of such laws throughout Stanislaus County.

The governing body consists of the Sheriff to Stanislaus County and the chief of police for
each participating city. All participants contributed to the funding of the SDEA budgeted
expenditures, based on population and assessed property value. The County’s contribution
to the SDEA for fiscal year 2007 was $402,863. Upon termination of the agreement, assets
will be distributed based on total contributions from each participant. Financial statements
of the SDEA are available from the City of Modesto.

The City-County Capital Improvements and Financing Agency

The City-County Capital Improvements and Financing Agency (Agency) was created
December 17, 1996, pursuant to a joint exercise of powers agreement between the City of
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Joint Ventures (continued)

The City-County Capital Improvements and Financing Agency (continued)

Modesto and the County of Stanislaus. The Agency is administered by a six-member
commission consisting of two members of the City Council, two members of the County’s
Board of Supervisors, the County Chief Executive Officer and the City Manager. The
Agency prepares the annual and project budgets, which must be approved by both the City
Council and the Board of Supervisors. Each participant has an equity interest in the assets
of the Agency in accordance with any project agreements or in the percentages as agreed
upon by the Agency which percentages shall be reviewed and approved in connection with
the project and annual budgets of the Agency. As of June 30, 2007, the County’s equity
interest in the Agency was $14,399.621 and is reported as Investments-joint ventures in the
government-wide statement of new assets.

The County was the Agency’s fiscal administrator during the construction phase of the
City-County Administration Center, finalized at the end of June 2003. Since then, the City
has been the fiscal administrator. Financial statements of the Agency will be available
from the City afier the initial audit of the Agency’s books has been completed.

"~ The California County Tobacco Securitization Agency

In November 1998, the attorneys general of 46 states (including California) and various
other public entities (collectively, the “Settling States™) and the four largest United States
tobacco manufacturers entered into a master settlement agreement (MSA) in resolution of
cigarette smoking-related litigation. The MSA effectively releases the manufacturers from
past, present and future smoking related claims in exchange for, among other things,
certain payments to be made to the Settling States.

On August 5, 1998 the counsel for the State of California and various jurisdictions therein
(“participating jurisdictions™) entered into a memorandum of understanding (MOU), made
to the State of California in accordance to the MSA. However, the payments under the
MSA are subject to numerous adjustments and potential delays.

On November 15, 2000, the County entered into a Joint Powers Agreement (the
“Agreement”) with the County of Merced, County of Sonoma, and the County of Kern
thereby creating the California County Tobacco Securitization Agency (the “Agency™).
The Agency then added the County of Marin, County of Placer, the County of Fresno, and
the County of Alameda. The Agency is governed by a Commission, which is comprised of
two designees of the Board of Supervisors of each member.
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Joint Ventures (continued)

The California County Tobacco Securitization Agency (continued)

The purpose of the Agreement is to provide for the exercise of powers common to each
member, including, but not limited to, the power to insure, hedge or otherwise manage the
risks associated with the receipt of the MSA payments. In furtherance of it’s purpose, the
Agency has been empowered to issue Bonds secured by the MSA payments of one or more
members, the proceeds of which will be used directly or indirectly to purchase all or a
portion of the rights to the MSA payments from a member or members.

On March 1, 2002, the Stanislaus County Tobacco Funding Corporation, a component unit
of the County, entered into an agreement with the Agency for the purpose of issuing bonds
in the principal amount of $67,305,000 to acquire the County’s rights to receive the MSA
payments when and as such funds are available. The County agreed to sell its rights, title
and interest of the money duc under the MSA and the MOU for $52,403,206.

On March 1, 2006 the Stanislaus County Tobacco Funding Corporation entered into a
subordinate secured loan agreement with the Agency to borrow the proceeds of the
$42,153,611 agency 2006 bond issue. The proceeds were used to pay the issuance costs of
the bond and the remainder placed in the residual trust established for the benefit of the
County in connection with the sale of County tobacco assets mentioned above. The County
received $40,971,290.

The financial statements of the Agency are produced annually and are available from the
County of Marin, Deputy Clerk to the Board of Supervisors, 3501 Civic Center Drive, San
Rafael, CA 94903.

Consolidated Emergency Dispatch Agency

The Modesto/Stanislaus Consolidated Emergency Dispatch Agency (the “Agency™) was
created on September 1, 1999, pursuant 1o a joint exercise of powers agreement between
the City of Modesto (the “City”) and the County of Stanislaus (the “County”). The Agency
is administered by a seven-member commission consisting of one member of the Modesto
City Council, one member of the County’s Board of Supervisors, the County Chief
Executive Officer, the Modesto City Manager, two members from the Dispatch Advisory
Board, and one member from the City of Ceres’ City Council. The purpose of the Agency
is to consolidate the public safety communications system. The responsibilities of the
County and the City include approval: of the annual budget, claims, liabilities, and the use
of Agency property as collateral. Each participant will contribute sufficient funds to pay
for all costs and expenses associated with providing Emergency Dispatch Services. Upon
termination of the agreement, assets will be distributed equally to the City and County,
unless otherwise approved. The financial statements may be obtained by writing to the
Modesto/Stanislaus Consolidated Emergency Dispatch, Office Manager, 3705 Oakdale
Road, Modesto, California. 95357.
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Joint Ventures (continued)

Regional Fire Training Center

On July 1, 1992 the County, Yosemite Community College District (YCCD), and the city
of Modesto (City) entered into a 20 year agreement for the joint use and management of
the regional fire training center (Center) at Modesto Junior College (MIC). The Center’s
executive board is made up of the Chancellor of YCCD, the President of MJC, the City
Manager and the Chief Executive Officer of the County. The Center was initially
constructed using funds borrowed by YCCD with the City and County reimbursing a
portion of these costs over 20 years. The buildings, grounds and equipment belong to
YCCD. All three entities share in the Center’s operating costs with YCCD responsible for
the accounting and monitoring of the Center’s budget. For fiscal year ending June 30,
2007, the County paid $46,513 to YCCD under this agreement.

California Statewide Automated Welfare System Consortium [V

The California Statewide Automated Welfare System Consortium IV (Authority) was
formed in December of 1998, pursuant to a joint exercise of powers agreement between the
Counties of San Bernardino, Riverside, Merced and Stanislaus. The Authority was created
for the purpose of the design, development, implementation, and on-going operation and
maintenance of a system that automates the eligibility and case management functions of
various welfare programs.

On January 9, 2007, the Board of Supervisors approved the Amendment 1 of the Joint
Powers Agreement to add thirty-five (35) counties to the current C-1V Joint Powers
Authority (JPA). The benefits of adding these counties creates opportunities to expand and
improve the current C-1V system along with lowering each counties share of costs.

‘The Authority was originally governed and administered by a Board of Directors
consisting of four (4) Directors, The Directors are the Merced County Director of the
Human Services Agency, the Riverside County Director of the Department of Public
Social Services, the San Bernardino County Assistant County Administrator for Social
Services, and the Stanislaus County Director of the Community Services Agency. With the
addition of 35 counties three (3) new directors will be added.

Stanislaus County’s C-1V costs for Fiscal Year 2006-2007 were $293,669. Financial
Statements may be obtained by writing to the County of San Bernardino, County
Administrative Officer. 385 North Arrowhead Avenue 5" Floor, San Bernardino, CA
92415.

Emplovees’ Retirement Plan

The County 1s a major participant in the Stanislaus County Employvees Retirement
Association (StanCERA), a retirement system organized under the 1937 Retirement Act.
StanCERA is a cost-sharing multiple-employer Public Employee Retirement System
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(PERS). StanCERA provides retirement and disability benefits, annual cost-of-
living adjustments, death benefits and health and welfare insurance for certain retirees and
their dependents. The plan is administered by the Stanislaus County Employees
Retirement Association. One actuarial valuation is performed for the system as a whole
and the contribution rate is determined for each participating entity. The participating
entities are the County, City of Ceres, and six special districts located in the County that
are not governed by the County’s Board of Supervisors. StanCERA issues a
Comprehensive Annual Financial Report (CAFR) that includes financial statements and
required supplementary information for StanCERA. The CAFR may be obtained by
writing to Stanislaus County Employees' Retirement Association, P O Box 3150, Modesto,
CA 95353-3150 or by calling (209) 525-6393.

The StanCERA CAFR is prepared using the accrual basis of accounting. Plan member
contributions are recognized in the period in which the contributions are due. Employer
contributions are recognized when due and a formal commitment to provide the
contributions has been made. Benefits and refunds are recognized when due and payable in
accordance with the terms of the plan.

Plan investments are reported at fair value. Short-term investments are reported at cost,
which approximates fair value. All other securities are valued at the last reported sales
price at current exchange rates. No investment in any single asset represents more than 5%
of the net assets available for pension benefits.

StanCERA has five tiers of retirement benefits, all or some of which are offered to General
and Safety members, respectively. The benefits known as Tier 1, Tier 2, Tier 4, and Tier 5
vest after five vears of credited service, while the benefit known as Tier 3 vests after ten
years of credited service. Vested General members with Tier 1, Tier 2, Tier 4 or Tier 5
benefits may retire at age fifty or older with ten or more years of qualifying service or at
any age with thirty or more years of qualifying service. Vested Safety members with Tier
1, Tier 2, Tier 4 or Tier 5 benefits may retire at age fifty or older with ten years of
qualifying service or at any age with twenty or more years of service. All Tier 3 members
may retire at age fifty-five with ten or more vears of qualifying service.

For members with Tier 1, Tier 4 or Tier 5 benefits, final average salary is the average
monthly salary based on the highest twelve consecutive months of earnings. For members
with Tier 2 or Tier 3 benefits, final average salary is the average monthly salary based on
the highest thirty-six consecutive months of earnings.

The retirement benefit for Tier 1, Tier 2, Tier 4 and Tier 5 members includes a post-
retirement cost-of-living (COL) adjustment based upon the Consumer Price Index. COL
increases/decreases are limited to a maximum of 3% annually. Total COL decrease(s)
cannot exceed the cumulative amount of previous COL increase(s). Tier 1. Tier 2, Tier 4
and Tier 5 provide death and disability benefits.

79




Note 17:

Note 18:

COUNTY OF STANISLAUS

Notes to the Basic Financial Statements
For the Year Ended June 30, 2007

Employees’ Retirement Plan (continued)

Those members participating in Tier 1, Tier 2, Tier 4 and Tier 5 are required by statute to
contribute to the pension plan. Members’ contribution rates are formulated on the basis of
the age at date of entry and the actuarially calculated future benefits. The County is
required by statute to contribute the remaining amounts necessary to finance the estimated
benefits accrued to its members. Contribution rates vary from 5.47% to 20.52% of covered
payroll for the County and from 2.55% to 16.26% of covered payroll for employees.

Benefits and contribution provisions are established by state law subject to amendment
only by a legislative act of the State of California. Alternative benefit and contribution
schedules are permissive with approval of the Board of Supervisors.

In addition to providing pension benefits, StanCERA provides a subsidy allowance for
retirees. Substantially all of the active members may become eligible for this benefit
if they reach normal retirement age. For the year ending June 30, 2007, 2,352 retirees
received this stipend, for a total of $4,055,524. StanCERA sponsored retiree subsidy
allowance is not vested and may be discontinued with 90 days notice. Retiree subsidy
allowance benefits are funded from excess earnings of the retirement association. As of
June 30, 2007, the excess earnings set aside in the net assets held in trust for pension
benefits of the Employees' Retirement Trust for funding retiree subsidy allowance
amounted to $165.180.419.

StanCERA also provides a death benefit of $5,000 paid to the beneficiary or estate if a
member dies after retirement, provided that Stanislaus County was the members’ last
public employer.

The County’s contribution to StanCERA for the years ending June 30, 2005, 2006, and
2007 were $17,499,775, $21,879,389 and $27,504,938 respectively, equal to the required
contributions for each year. The 2007 County contribution includes a one time payment for
the Ventura-Francis class action lawsuit settlement. The County does not contribute
towards post-employment benefits other than retirement.

Subsequent Events

Effective November 1, 2007, the Board of Supervisors approved the sale of the Stanislaus
Behavioral Health Center (SBHC) to Doctor’s Medical Center of Modesto, Inc. (DMC) for
the purchase price of $10.949.000. DMC agrees to operate SBHC as an acute psychiatric
mpatient facility in accordance with applicable licensing provision. regulations and
requirements. The County will contract with DMC for the provision of psychiatric beds
and services for Stanislaus County.

Effective September 20, 2007, the Health Services Agency primary care facilities received

the Federally Qualified Health Center Look-Alike (FQHC-LLA) designation. The increased
annual revenue as a result of the FQHC-LA designation is estimated to be $6.4 million.
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NONMAJOR GOVERNMENTAL FUNDS

Special Revenue Funds

Special revenue funds are used to account for specific revenues that are legally restricted
to expenditures for particular purposes.

Capital Projects Fund
Redevelopment Agency
The Redevelopment Agency Fund was established so the County can use redevelopment
tax increment financing as a tool to initiate capital public project, property rehabilitation
and private development.
Capital Projects
The Capital Projects funds were established to account for financial resources for the
acquisition or construction of major capital facilities. Among the major projects is a
downtown project that includes the construction of a parking garage and office structure
and the construction of the Center for the Arts.

Debt Service Funds

Debt service funds account for the accumulation of resources for, and the payment of,
general long-term debt principal and interest. Debt service funds include:

Capital Improvement Financing Authority
The Capital Improvement Financing Authority is used to accumulate resources for
payment of principal and interest incurred by the sale of Certificate of
Participation issued to finance various capital projects.

Pension Obligation Bonds
This fund is used to accumulate resources for the payment of principal and
interest of taxable bonds issued to pay the Employees Retirement Association the
County's unfunded actuarial accrued liability.

Stanislaus County Tobacco Funding Corporation

This fund is used to account for the receipt and disbursement of tobacco
securitization revenues from the State.




County of Stanislaus
Combining Balance Sheet
Nenmajor Governmental Funds

June 30, 2007

Capital Projects Funds

Debt Service Funds

Capital Pension Stan County
Special Redevelopment Capital Improvement Obligation Tobacco
Revenue JFunds Agency Projects Finance Authority Bonds Funding Corp Totals
Assets
Cash and investments $ 64,577,770 § 23,872,621 $ 6.265.741 § $ 670,373 §% 8336 § 43.400,841
Cash with fiscal agent 1.217 831 8810148 10,469.427 98,015 4,818,113 25413534
Account recervable (net of
allowance for uncollectables) 15,756,903 87908 382.520 36,632 2,695,600 18.939.363
Interest and other receivables 320,509 145,740 63.785 530.034
Inventory 360,781 360.7%)
Due from other funds 392426 392.426
Loans to other governments 26,000 26.000
Prepaid ems 29876 29.876
Advance o other funds 190,422 190,422
Total assets $ 81,626,689 $ 25350100 % 15522194 % 10,506,059 § 774,388 % 7.522.049 § 141303479
[Liablitics and Fund Balance
Liabilitics
Aceounts payable 3 8970637 % 324414 $ 1,226,159  §% $ 5.098 % $ 10 326 308
Salaries and benelits payable 3.615981 7.284 3.623.265
Due 1o other funds 746,677 746,677
Due to other governments 2.695.548 2695548
Deposits from others 27,226 27.236
Deferred revenue 2,058.592 2,058,592
Advances from other funds 100,000 590,422 690,422
Total Liabilities 15,519,113 922 120 1,226,159 5.098 2,695,548 20,368,038
Fund Balances
Reserved for:
Encumbrances 12.286.335 580,279 1,746,015 14,606,649
Advances
to other funds 190,422 190,422
Other 397.382 26,000 423382
Capital projects 1,215,433 8816147 10,025.580
Debt service 73,500 10.469.427 98.015 4,818,113 153,459,055
Unreserved:
Uindesignated 33,233.417 22,532,768 3,745,873 36,632 671,275 8.388 $0.230,383
‘Total fund balances 66,109,576 24,427,980 14,296,035 10,506,059 769,290 4,826,501 120,935 441
Total liabilitics and
fund balances % B1.628.689 § 25,350,100 % 15,522,194 % 10,506,059 $ 774,388 § 7,522,049 §$ 141,303,479
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County of Stanislaus

Combining Statement of Revenue, Expenditures and Changes in Fund Balances

Nonmajor Governmental Funds
For the fiscal year ended June 30, 2007

Capital Projects Funds Debt Service Funds
Capital Pension Stan County
Special Redevelopment Capital Improvement Obligation lobacco
Revenue Funds Agency Projects Finance Authority Bonds Funding Corp Totals
Revenues
Taxes $ 12,633,070 % 3427655 % $ $ $ $ 18.060,7235
Lreenses. pemuts and franchises 3,150,564 3.150.504
Fanes, forfeitures and penalties 1,301,391 1,894,689 3,196,080
Revenue from vse of money
and property 2.767 958 1,200,133 992,662 1.298 606 (102,739 263.030 6.419.930
Intergovernmental revenue 79,206,933 269,291 641,720 479419 80,597 363
Charges for services 29,570,323 38.000 29.628.323
Miscellaneous revenue 1.045.745 384,365 325.021 249693 4,849,396 6854422
Donations 3,736,752 3.736.752
Total revenues 129,675,984 7,339,644 7,590.844 1,298,606 626,375 5112426 131644179
Fapenditures:
Current
General government 1,056,902 1.036.902
Public protection 44,098,802 44,098 802
Public ways and lacilities 27685348 27.685.548
Health and sanitation 51,015,095 51015095
Public assistance 15483913 15483913
[:ducation 12,278 496 12.278.490
Recreation and cultural services 12.845 12845
Debt serace
Interest and fiscal charges 88 1,107.803 6,318,013 4.744.869 3.882.422 16,033 193
Principal 3,188 182,018 1.227.776 6.690,000 1,200,000 18,302,982
Capital outlay 2,494 651 15,576,449 18,071,160
Lotal expenduures 151,634,877 3,784,472 15,576,449 16,545,789 11,434 869 5082422 204,058,878
Revenues over
(under) expenditures (21.958,893) 3,555,172 (7,985,603) {15,246,883) {10.808,494) 30,004 (32,414 699)
Other financing sources (uses):
Loan proceeds 42,081,614 42,081,614
Fransfers in 25.780.783 3.275.201 11,556,434 11,370,759 51983177
Transfers out (4.730,913) (5.84%) (1,471,841} (6.208.599)
Sale of fixed assels i5.401 15461
Payment to relunded bond agent (41,999 424) (41.999.424;
Total other financing
sources (usesh 21065271 {5,84%) 1,803,360 11,638,624 11,370,759 45,872,169
Net changes in fund balances 1893.622) 3.549.327 (6.182.24%) (3.6018.259) G268 30604 (6,342 530
Fund halances - beginming 67003108 26,878,633 204782840 14114318 207 1218 4.796 497 127477971
Fund balances -~ ending b 66,109.576 § 24 427980 § 14296035 § 10 506,050 § 769,290 N 4.826,301 % 120935441




Nonmajor

Special Revenue

Funds




NONMAJOR SPECIAL REVENUE FUNDS

Special revenue funds are used to account for specific revenues that are legally restricted to
expenditure for particular purposes. Special revenue funds include:

Environmental Resources

This fund was established as a Comprehensive Environmental Department whose
mandated goal was to control those factors in our physical environment, which exercise
or may exercise a deleterious effect on our health and environment. Its revenues come
from charges for services and federal and state sources.

Children and Families First Commission

This fund was established to create and implement a comprehensive system of services to
support childhood development from the prenatal stage to five (5) years of age. Its
revenues come from an increase in the tobacco tax. The tax is divided among counties
based on the number of live births, annually, in each county.

Public Works - Engineering

This fund was established to provide engineering services to other division in the Public

Works Department and other County departments. Revenue consists primarily of charges
for services

Road and Bridge

This fund was established to provide maintenance and construction of roadways and
bridges. Revenue consists primarily of the County’s share of state highway users taxes

and 1s supplemented by federal funds, vehicle code fines, and reimbursements for
services provided.

Employment and Training

This fund was established to account for the Workforce Incentive Act. The County serves
as the grant recipient and administrator. The federal government funds the program for
the purposes of providing employment and training services to youth and adults, who are
unskilled, economically disadvantaged, unemployed, or underemployed.

Child Support Services

This fund was established to account for the Department of Child Support Services,
which is responsible for locating absent parents, establishing paternity, establishing child
and medical support orders, collecting and distributing child support from absent parents

and initiating remedial actions fo collect on delinquencies. Federal and state funding are
the primary source of revenues.




NONMAJOR SPECIAL REVENUE FUNDS
(Continued)
Public Authority

This fund was established to operate as the Employer of Record for In-Home Supportive
Service Providers (Providers). The Public Authority negotiates with the union for wages
and benefits for Providers, operates a registry and conducts background checks on
Providers.

Health Services Agency

This fund was established to oversee the delivery of health care to Stanislaus County
residents. It includes the Public Health and Managed Care divisions and oversees the
Health Clinics and Ancillary Services (enterprise fund). The revenues for this fund are
primarily intergovernmental sources and charges for services, supplemented by transfers
from the General Fund.

Indigent Health Care

This fund was established to administer state and county funds for the delivery for quality
medical care for indigent and medically indigent county residents. The primary funding
source is the State.

Library

This fund was established to account for library services in thirteen branches throughout
the county. Support is derived principally from general fund discretionary revenues and
1/8% sales tax increment beginning in July 1995.

Lighting Districts

This fund was established for lighting districts that are controlled by the Board of
Supervisors. The revenue sources are property taxes and direct assessments.

All Other Special Revenue Funds

Accounts for the activities of several special revenue funds, including:
e Area Agency on Aging

Property Tax Administration Program

Federal & State Grants

County Service Areas

Storm Drain Districts

Landscape and Lighting Districts

County Fire Service
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Assets
Cash and mvestments
Account receivable (net of allowance
for uncollectables)

Interest and other receivables
Inventory
Duc from other funds
Prepatd items
Advance to other funds

Total assets

Liabilities and Fund Balances
Laabilities
Accounts payable
Salaries and benefits payable
Due to other funds
Deposits from others
Deferred revenue
Advances from other funds
Total Liabilities

I'und Balances

Reserved for

Encumbrances

Advances (o other funds

Other
Net assets-invested in capital
tinreserved:

Undesignated

Total fund balances
Total liabilities and fund balances

County of Stanislaus

Combining Balance Sheet

Nonmajor Special Revenue Funds

June 30, 2007
Children Public Road Employment Child
Environmental and Families Works and and Support Public
Resources Commssion Engineering Bridge Training Services Authority
$ 2.385.287 21,348,187 § 2,613651 § 14,059,868 % 1,774303  §
775,083 1,305,132 130,970 1,668,674 1,413,648 635,669 1,060,132
10,724 143378 100,897 24935
269.840
24,527
11,694
B 190,422
3 3.195.621 22,796,697 % 2,744,621 § 16,289,701 § 1,413,648 2446601 S 1,660,132
$ 327.808 1,330,633 % 53,717 % 2031563 § 466.169 56,343 %
304139 28,796 293320 189,944 277.076 669,693
603.426 143 .25¢
16,375 7.094
12.850 916,881
631,947 1,339,429 347,037 2,221,507 1,375,896 733332 1,060,132
324446 446 521 54.049 6.009.233 93,475 2431
190.422
800 269,840 11.794
2,238,428 20,990,747 2,343 535 7,598.699 (55.723) 1.677.154
2,563,674 21,437,268 2,397,584 14,068,194 37,752 1,713,269
$ 3,195,621 22,796,697 $ 2,744,621 % 16,289,701 § 1,413,648 2,446,001 % 1,060,132
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County of Stanislaus
Combining Balance Sheet
Nonmajor Special Revenue Funds (Continued)
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June 30, 2007
Health Indigent Al Other
Services Health Lighting Special
Agency Care Library Districts Revenue Funds Totals

1,765.380 § 901.309 § 5,436,530 § 132,752 § 14160503 § 64,577,770
5387 654 6R8.754 1,354.344 1,336,845 15,736,905
10.153 2,103 813 27.506 320,509
90,941 360,781
106,282 261.617 392,426
18,182 29,876
190,422
7.378.592 % 1,853,783 § 6,796,874 § 133,565 § 15524854 § 81,628,689
970718 § 1.649.417 § 176,107 § 9,789 § 1,898,173 % 8,970,637
1.119.874 87,033 341,542 304.560 3.615981
746,677
3,757 27226
956,984 171.877 2.058.592
100,000 100,000
3,047,576 1,736,452 517.649 9.789 2,478,367 15,519,113
10.428 55.268 318113 4,950.501 12,280,355
190,422
113,073 1,175 700 397,382
4,207,518 62,063 5,953,937 123,776 8,095,286 53235417
4.331,016 117,331 6,273,225 123,776 13,046,487 66,109,576
7,378,592 § 1,853,783 $ 6,790,874 § 133,565 § 15524854 § 81,628,689

Assels
Cash and investments

Account receivable (net of allowance

for uncollectables)
Interest and other receivables
Inventory
Due from other funds
Prepaid stems
Advance to other funds

Towal assets

Liabilities and Fund Balances
Liabihitics
Accounts payable
Salarics and benefits payvable
Due to other funds
Deposits from others
Deferred revenue
Advances from other [unds
Total Liahitities

FFund Bajances

Reserved for

Encumbrances

Advances to other funds

Other
Net assets-invested m capital
Unreserved:

Undesignated

Total fund balances
Total liabilities and fund balances




Revenues:
Taxes
Licenses. permits and tranchises
Fines, forfeitures and penalties
Revenue from use of money
and property
Intergovernmental revenue
Charges for scrvices
Miscellaneous revenue
Tolal revenues

-xpenditures:
General
Public protection
Public ways and facthties
Health and sanitation
Pubhic assistance
Education
Recreation and cultural services
Debt Service:
lnterest and fiscal charges
Principal
Total expenditures

Revenues over (under) expenditures

Other financing sources {(uses):
Transfers in
Transters out
Sale of fixed assets
T'otal other financing sources (uses)

Net change 1n fund balance
Fund balances --

heginning
Fund balances «- ending

County of Stanislaus
Combining Statement of Revenues, Expenditures and Changes in Fund Balances
Nonmajor Special Revenue Funds
For the fiscal year ended June 30, 2007
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Children Public Road Employment Child
Environmental and Fanulies Works and and Support Public
Resources Commission Engineering Bridge Training Services Authority
$ $ 2,494,114 % $ $
2,969.529 40,146
149,599
67.357 1.185.74] Q38,840 248368
1,071,100 7.350.455 9178 13.589,208 6.970.256 16.683.366 3.028.046
5,907.398 4,566,340 295,504 1.912.942 1.045
20,04 367,663 2,121 3,036 125,000 90,872
7.215.465 8,903,859 7.547,168 17,360,848 9,014,198 17.029.651 3,028.046
610.249
§413.616 3,301,066 16,525,067
5,023,657 22 661 891
6.819.532
9.160,717 3,734.240
1.901.438
88
3,188
8413616 9,331,219 8,327,999 22,601,891 9,160,717 16,525.067 3,734,240
{1.198,151) (427.364) (780,831) (5.301,043) (146,519) 504,584 {706,194
1.692,042 1.020.8¢67 4,488,901 06194
(163,737) (17,149) (290,838) {141.809) (163.316) (389.772)
1,528,285 (17,149) 730.029 4,347,092 (163.316) (389,772) 706,194
330,134 (444.509) {50,802} (953.951) (309.835) 114.812
2,233,540 21.881.777 2,448,386 15,022,145 347587 1,398,457
2,563,674 § 21437268 § 2,397,384 § 14,068,194 § 37752 § 1,713.269  §
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Nonmajor Special Revenue Funds (Continued)

County of Stanislaus
Combining Statement of Revenues, Expenditures and Changes in Fund Balances

For the fiscal year ended June 30, 2007

Health Indigent All Other
Services Health Lighting Special
Agency Care Library Districts Revenue Funds Totals
$ 8812446 § 62,749 § 1,263,761 % 12,633,070
8.752 132,137 3,150,564
119813 608 447 423532 1,301,391
82,393 18.368 4,965 221,986 2,767,938
11,452,549 3,413,829 487,591 748 15,144,607 79.206,933
11,356.586 1.323,430 421,603 180,319 3,605,150 29,570,323
80,491 835 60,407 4,145 285,164 1,045,745
23,100,584 5,364,855 9,782,047 232,926 21,076,337 129,675,984
446,653 1,056,902
213,852 15,645,201 44,098,802
27,685,548
28.083.874 16,111,689 51,015,095
2588956 15,483,913
10,371,964 5,094 12,278,496
12.845 12,845
38
3.188
28.083,874 16,111,689 10,37],964 213,852 18,698,749 151,634,877
(4,983.290) {10,746 .834) (589.917) 39.074 2,377 588 (21,958,893}
4,642 909 10,861.008 1,043,069 1,325,793 25,780.783
2,540,014) (52,520) (158,643) (R13,095) (4,730.913)
15,401 15,401
2,102,895 10,808,488 §84.426 528,099 21,065,271
(2.880.395) 61.654 294509 39.074 2,905,687 {893,622)
7211411 55,677 5,978,716 84,702 10,140,800 67,003,198
433104 117.331 6273225 § 123,776 § 13,046,487 $ 66,109,570

——
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Reventies
Taxes
Licenses, permits and franchiscs
Fines, forfeitures and penaliies
Revenue from use of money
and property
Intergovemmental revenue
Charges for services
Miscellancous revenue
Total revenues

LExpenditures:
General
Pubhic protection
Public ways and facilities
Health and sanitation
Public assistance
Education
Recreation and ciltural seivices
Debt Service:
Interest and fiscal charges
Principal
Total expenditures

Revenues over (under) expenditures

Qther financing sources (uses):
Transfers in

Transfers out

Sale of fixed assels

Tota) other financing sources (Uses)

Net change in fund balance

Fund balances --
beginning
Fund balances -- ending
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NONMAJOR ENTERPRISE FUNDS

Enterprise funds are established to account for the financing of self-supporting activities of
governmental units, which render services on a user-charge basis to the general public.

County Transit System

This fund was established to account for the operation of a transit system within the
county which performs intra-city transit service, medical transportation, and Senior

Opportunity Services Program’s nutrition deliveries. Revenues are generated from state
grants and fees to transit users.

Stanislaus Behavioral Health Center

This fund was established to account for the operations of the Stanislaus Behavioral
Health Center, which provides mental health and chemical dependency inpatient and
outpatient services to public and private clients.

Inmate Welfare/Commissary

This fund was established to account for the activity of the Jail Commissary and the use
of revenue generated from the sale of goods for the benefit of inmates.




County of Stanislaus
Combining Statement of Net Assets
Nonmajor Enterprise Funds

ASSETS:
Current Assets:
Cash and investments
Accounts receivable, net
Interest and other receivables
Inventory
Total current assets
Noncurrent assets:
Building and improvements
Equipment
Less: Accumulated depreciation
Total noncurrent assets

Total assets
LIABILITIES:
Current liabilities:
Accounts payable
Due to other funds
Salaries and benefits payable
Liability for compensated absences - current

‘Total current liabilitics

Noncurrent liabilities
Liability for compensated absences
Totwal noncurrent liabilitics
Total habilities
NET ASSETS:
Invested in capital asscts, net of related debt
Unrestricted

Total net assets

June 30, 2007
County Stanislaus Inmate
Transit Behavioral Welfare/
System Health Center Commissary Total

2027517 §

1185288 §$

3.212.805
33

416,838 2.501.319 47,028 3.365.185
12,436 8,003 20,439
31,812 31.812

2,456,791 2,901.319 1,272,131 6,630,241
7.221.133 196,613 7.417.746

3,162,832 338.625 113,402 3.614.859
(975,183) (2,602.887) (123,474) (3,701,546)
2,187,647 4,956,871 186,541 7.331.059
4.644.438 7.858,190 1,458,672 13,961,300
231.487 331,617 92,973 650.077
5.253.732 5.253.732

16,735 459.078 475.813
24,785 24,785

248,222 6.069.212 92,973 0,410,407
7.796 508,533 546,329
37,796 508,533 546.329
286,018 6.577,745 92,973 0,956.736
2,187,647 4956871 186,541 7.331.059
2.170.773 (3,676,426} 1,179,158 (326.495)
4,358,420 § 1,280,445 % 1,365,699 % 7,004,564
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County of Stanislaus

Combining Statement of Revenues, Expenses and Changes in Fund Net Assets

Nonmajor Enterprise Funds
For the fiscal year ended June 30, 2007

County Stanislaus [nmate
Transit Behavioral Welfare/
System Health Center Commissary Total
Operating revenues:
Charges for services $ 271524 § 13,767.234 § 1,584,933 § 15.623,693
Total operating revenues 271,524 13,767,234 1,584,935 15,623,693
Salaries and benetits 293,720 9.735.850 10.049,570
Services and supplies 2.338.640 4,785,105 1,535,699 8.659.444
Depreciation 246.655 190,873 18,269 455.797
Total operating expenses 2,879,015 14,731,828 1.553,968 19,164,811
Operating income (loss) (2,607,491} (964,594) 30,967 (3.541,118)
Investment income 86.037 (249.639) 64,574 {99.028)
Intergovernmental 3.097.744 3.097.744
Total nonoperating revenues (expenses) 3,183,781 (249.639) 64,574 2.998.716
Income (loss) before contributions
and transfers 576,290 (1,214,233} 95,541 (542,402
Transfers in 381,154 581,154
Transfers out (9.414) {1,233.570) (1.242,984)
Change in net assels 566,876 (1.866.649) 95.541 (1.204.232)
I'otal net assets - beginning 3,791,544 3,147,094 1.270.158 8.208.796
Total net assets - ending $ 4,358,420 $ 1,280,445 § 1.365.699 $ 7,004,564
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INTERNAL SERVICE FUNDS

Internal service funds were established to finance and account for the services and commodities
furnished by a designated agency of a governmental unit to other departments of the same
governmental unit. Since the services and commodities are supplied exclusively to other
departments of a governmental jurisdiction, they are distinguishable from the public services which
are rendered to the public in general and which are accounted for in General, special revenue, or
enterprise funds.

General Liability Insurance

This fund is a risk management fund which was established to account for administrative
cost, insurance premiums and the cost of claims for the County’s property damage, general
liability, auto liability, fiduciary, bonds, dishonesty, and legal defense. Revenues are
generated by premiums paid by other funds and interest on investments.

Unemployment Insurance

This fund is a risk management fund which accounts for administrative cost and cost for the

County’s unemployment claims. Revenues are generated by premiums paid by other funds
and interest on investments.

Workers’ Compensation Insurance

This fund is a risk management fund which accounts for administrative cost, loss control and
cost of Workers” Compensation claims and benefits. Revenues are generated by premiums
paid by other funds and interest on investments.

Purchased Insurance

This fund accounts for insurance purchased from outside vendors for health and life
insurance. Revenues are generated by premiums paid by other funds.

Dental Insurance

This fund is a risk management fund to account for administrative cost and the cost for the

County’s employee dental claims. Revenues are generated by premiums paid by other funds
and interest on investments.

Vision Care Insurance

This fund is a risk management fund to account for administrative cost and the cost for the

County’s employee vision care claims. Revenues are generated by premiums paid by other
funds and interest on investments.

Professional Liability Insurance

This fund is a risk management fund to account for the purchase of insurance and the cost of
claims for medical malpractice cases, administrative costs and legal defense. Revenues are
generated by premiums paid predominantly by the Health Services Agency Clinics and
Ancillary Services Enterprise Fund, and interest on investments.




INTERNAL SERVICE FUNDS
(Continued)

Central Services
This fund was established to account for the cost of issuing supplies and food items,
printing, duplication, postage, mail room service, and messenger service. Revenues are
generated based on billings for services provided.

Fleet Services
This fund was established to account for the cost of maintaining all County-owned
automobiles, trucks, and heavy equipment for County departments. Revenues are based on
fee charges for services provided.

Technology and Communications
This fund was established to account for the costs of providing information services,
computer processing and communication services. Revenues are based on billings to
customers for services provided.

Morgan Shop Garage

This fund was established to account for the cost of maintaining Public Works light and
heavy equipment. Revenues are based on fee charges for services provided.
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ASSETS:
Cash and invesiments $
Accounts recervable, net
Interest and other receivables
Inventory
Deposit with others
Prepaid items
Total current assets

Capital asscts:

Structures and rmprovements
Equipment

Less. Accumulated depreciation

Net capital assets

Total assets

LIABILITIES:
Current habilities
Accounts payable
Salaries and benefits payable
Due 1o other funds
Risk management liability-current
Compensated absences - current
Inventory accrual
Total current liabilities

Noncurrent liabilities
Risk management liability
Compensated absences
Total noncurrent labilities
Total liabilities

NET ASSETS (DEFICIT) :
Invested in capital assets.

net of related debt
Unrestricted

Total nel assets $

County of Stanislaus

Combining Statement of Net Assets

Internal Service Funds

June 30, 2007

Self Insurance funds

General Workers' Vision
Liability Unemployment Compensation Purchased Dental Care
Insurance Insurance Insurance Insurance Insurance Insurance
3,619,067 % 2.142,590 $ 22,152,722 % 3 1,807,206 491,861
417,456
22,275 13,328 135,120 10,738 2,787
500,000 25.000 46.730
17.629
3,658,971 2,155,915 23,205,298 1,842,944 541,378
3,693 35614
(23.693) (35.614)
3,658,971 2,155,915 23,205,298 1,842,944 541,378
269551 211.808 5.032 81.072 76,528
86,514
1716233 513,995 5,790,001 528.038 101.385
1,985,784 513,995 6,001,809 91,546 609,110 177913
276,767 §2.879 13,717,999
276,767 2,879 13,717,999
2.262,551 596,874 15,719,808 91,546 609,110 177,913
1,396,420 1,539 ()41 3,485,490 (91.546) 1,233,834 163,465
1,396,420 $ 1559041 % 3485490 § (91,546) $ 1.233.834 363,463




County of Stanislaus
Combining Statement of Net Assets (Continued)
Internal Service Funds
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June 30, 2007
Self Insurance funds
Professional Technology Morgan
Liability Central Fleet and Shop
Insurance Services Services Communications (Garage Total
ASSETS:
$ 2,408,834 § 304,686 $ $ 1,389.292 % 246.013 % 34,562,271 Cash and investments
8.265 14,744 27,080 16,061 483,606  Accounts receivable, net
14,675 198,920 interest and other receivables
196,048 80,994 78,179 355,221 Inventory
571,730 Deposit with others
17,629  Prepaid items
2,423,509 508,999 95,738 1,416,372 340,253 36.189,377 Total current assets
Capital assets:
990,773 990.773  Suuctures and improvements
213,189 7,985,397 4,486,739 §,897.969 21642601 Equipment
{168,185} (5,943,238) (4,025,396) (5,550,650) (15,746,776)  Less: Accumulated depreciation
45,004 3,032,932 461.343 3347319 6,886,598 Net capital assets
2,423,509 554.003 3,128,670 1,877,715 1687572 43,073,975 Total assets
LIABILITIES:
Current liabilities
§.796 128,356 96,199 225448 60,276 1,163,266 Accounts payable
2,733 33,606 129.894 28,037 224,270 Salaries and benefits payable
1,631 88,145 Due to other funds
489 600 9,138,652 Risk management liability-current
2,027 2,185 37,984 1,046 43,239 Compensated absences - current
Inventory accrual
497,796 163,316 133,621 393323 89,350 10,657,572 Total current liabilities
Noncurrent liabilitics
14,077,645 Risk management Liability
58,187 §3,982 251,995 54,866 449,030 Compensated absences
58,187 83.982 251,995 54,866 14,526,675 Totat noncurrent labilitics
497,796 221,503 217,603 645318 144,223 25,184,247 Total liabilitics
NET ASSETS (DEFICIT) :
lovested in capital assets.
45,004 3,032,932 461,343 3,347319 6.886.598 nel of related debt
1,925.713 287,496 (121.865) 771,054 196,028 11,005.130 Unrestricted
$ 1925713 °§ 332500 8 2911067 § 1,232.397 § 3,543,347 % 17,891,728 Total net assels




Operating revenues
Charges for services

Total operating revenues

Operaling expenses:
Salaries and benefits
Services and supplies
Depreciation
Total operating expenses

Operating income

Nonoperating revenues (Cxpenses):
Ineerest income
Interest expense
Intergovernmental
CGam on sale of capital assets

Total nunoperating revenues
{expenses). net
Income (loss) before
Contributions and transters
Capital contribution
Transfers in
Transfers out

Changes 1 net assets

Total ner assets (deficit) - beginning

Total net assets - ending

3

County of Stanislaus
Combining Statement of Revenues, Expenses and Changes in Fund Net Assets

Internal Service Funds
For the fiscal year ended June 30, 2007

Self Insurance funds

General Workers' Vision
Liability Unempioyment Compensation Purchased Dental Care
Insurance Insurance Insurance Insurance Insurance Insurance
3076291 % 575769 § 8,404,662 S 34632214 % 4204491 S 078,715
3,076,251 575,769 8.404,662 34,652,214 4204 491 978,713
3,695372 408,422 5.146 482 34,782,778 4.037.765 048 555
709
3.605.372 408,422 5,147,191 34782778 4,037,763 948,535
(619,081) 167,347 3257471 (130,564) 166,726 30,160
166,206 108276 1,072,322 85,009 22,142
166,206 108,276 1,072.322 83,009 22,142
(452.875) 275,623 4,329,793 (130.564) 251,735 52,302
(202,994)
(655 869) 275,623 4,329.793 (130,564} 281.735 52,302
2,052,289 1.283 418 (844,303) 39018 982,099 311,163
1.396,420 § 1559041 % 3485490 S (U1.546) § 1.233834 S 363,463
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County of Stanislaus

Combining Statement of Revenues, Expenses and Changes in Fund Net Asscts (Continued)

Selt Insurance funds

Internal Service Funds
For the fiscal year ended June 30, 2007

Professional Technology Morgan
1.iability Central Fleet and Shop
Insurance Services Services Communications Garage Towal
$ 772140 § 1173690 § 3020241 % 5,827,371 % 2,513,403 65,198,987
772,140 1,173,690 3,020,241 5,827,371 2,513,403 65,198,987
633 493 705,840 2,434,407 539,112 4312852
1.073.333 319,585 1418319 3,239.967 1,561,803 56.632.381
8,381 768,040 170.474 461,275 1.408 879
1,073,333 961,459 2 892199 5,844,848 2,562,190 62,354,112
(361,193} 212,231 128,042 (17,477) (48,787) 2,844 875
120,140 1374 095
(13) (13)
1,062 §33.717 $54.719
1,472 40.636 42,108
120,140 1,472 41,638 553,704 2,170,909
(181.053) 213,703 169,680 (17477 304,917 5,015,784
62214 62214
402,067 402,067
(74.029) (18.064) {20,118) (73.554) (15,057) (403.812)
(255.082) 195,643 613.843 (91.031) 489 860 5,076,253
2,180.795 136,857 2,297,224 1,323,428 3,053,487 12,815,475
1925713 % 332,300 § 2911067 § 1232397 % 3,543,347 17 891,728

o
wn

Opcrating revenues:
Charges for services

Fotal operatimg revenues

Operating expenses:
Salaries and benefits
Services and supplics
Depreciation
Total operating expenses

Operating, income

Nonoperating revenues (exXpenses)
Interest mgome
Interest expense
Intergovernmental
Gam on sale of capial assets

Total nonoperating revenues
(expenses), net
Income (loss) before
Coninbutions and transfers
Capital contnibution
‘Transfers in
Transfers out

Changes in net assets

Total net assets (deficit) - beginning

Total net assets - ending
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Governmental achvities
Invested in capilal assets, net ot related debt
Restricted
Restricied by enabling legislation
Unrestricted (deficit)

Total govermimental activities net assets

Business-type activities
Invested iy capital assets. net of related debt
Restricted
Restncted by enabhing legislation
Unrestricted (deficn)

Total business-type activities net assets

Primary government
Invested 1n capital assers. net of refated debt
Restricted
Restricted by enabling legistation
Unrestricted

Total primuary government riet assets

Notes:

County of Stanislaus
Net Assets by Component
(accrual basis of accounting)
Last Six Fiscal Years

Fiscal Year

2002
as restated

2003
as restated

$ 502.867.315
170,994,690

(30,001,296}

$ 496,673,006
171,348,552

(70,833.73%)

2004

&

495467522
111.663.081

(22,784.867)

2005
as restated

2006

as restated

o

486,725 321
127.009.622
20,529
10,909,303

$ 468.897.825
152,249 240
126,604
36,961,726

2007

§ 464 402,025
163255952

64,162,858

o5

H43,860,709

$ 597,187,820

kel

584,345,736

$ 624,664,775

$ 658,235,353

$ 691.820,835

oy

22,441 843
19,420,965

(26,574,831)

§ 22276120
21,030,306

{32.132.595)

wn

24,016,538
17,058,797

(19.977.851)

§ 27911764
16464101

(19.270.657)

§ 29741803
17,454,367

(24,034,466}

$ 29205014
18925816

$ 15287977

$ 11173831

o

21.097 484

§ 25105208

$ 23.191,704

$ 525309158 $ 518,949,126 $ 519484 06U § 514,637,085 § 498,639,628 $ 493607039

190,415,655 192,378,858 128,721,878 143473723 165,733,607 182 181.768
126 604

[56.576.127) (102.966,333) (42,762,718) (8.361.354) 12,927.260 41925534

o5

639,148,686

$ 608.361,651

$ 605,443,220

$ 649,769 983

$ 681.427.099

$ 717,714,341

FY 2001-2002 primary government total net assets was restated from $678,494.188 10 $639.148.686
FY 2002-2003 governmental activities total net assets was restated from $639.576,553 1o $597.187.820
IY 2004-2003 business-type activities total net assets was restated from $23,160,498 to $25.105.208
FY 2003-2006 business-type activities total net assets was restated from $28.418.264 to $23.191.704
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County of Stanislaus

Governmental Activities Tax Revenues by Source

(accrual basis of accounting)
Last Six Fiscal Years

(1

Fiscal Property Sales Other

Year Tax Tax Tax Total

2002 $ 29,325,476 $ 23,656,194 $ 2,603,661 55.585,331
2003 31,561,725 26,468,757 2,918,028 60,948,510
2004 34.432,004 27.480,214 3,787.530 65,699,748
2003 36,762,205 29.434.230 4.667.735 70.864.170
2006 91,742,753 32,547,462 4.693.426 128,983,043
2007 106,497.765 32,520,456 3.300.027 142,408,248

(5 Over §46 million ot the 2006 increase can be attributed 10 the State's swap of motor vehicle

in-licu taxes for property taxes in-licu of vehicle license fees.
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General fund
Reserved
Unreserved

Total general fund

All other povernmental funds
Reserved
Unreserved, reported in:
Spectal revenue funds
Capital project funds
Debt service funds
Total all other governmental funds

County of Stanislaus
Fund Balances of Governmental Funds
(modified accrual basis of accounting)
Last Six Fiscal Years

Fiscal Year

2002 2003 2004 2005 2006 2007
$§ 16910835 $ 23941306 § 25354279 $ 25924333 $ 31.767.114 § 44479034
38,924,411 35,999,464 33,292,699 56,023,028 74.630.642 72.660.0035
§ 55835246 $ 59,940,770 §  58.646,978 $  81.947.363 $ 106,397,756 $ 117,139,039
$ 32,322226 37,071,720 108,136,528 67.918.410 48,258,775 41,362,101
113,216,454 107.689.217 110,031,476 109,598 487 163,006,645 163,980.681
51,563,966 47,090,116 25,250,961 68,311,908 101,602,439 116,592,397
7,288,740 4,631,675 2,527,799 1,177,586 86,286 716,295
$ 204,391.386 $ 196,482,728 $ 245,946,764 $ 247,006,391 $ 312,954,145 $ 322,650,874
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Revenues

Tases

Licenses, permits and franchises

Fines, Jorfertures and penalties

Revenue from use of money
and property

Intergovernmental revenuce

Charges for services

Miscellancous revenue

Donation

Total revenues

Expenditures

General

Public Prowection

Public ways and facilities

Health and sanitation

Public assistance

Educavon

Recreaton and caliral services

Capital outlay

Debt Service
Interest and fiscal charges
Principal

Total expenditures

lxeess of tevenues

aver {under) expenditures

Other Nnancing sources (uses)
Capital lease proceeds

Transfers

Fransfers out

Loan proceeds

Sale of capital assets

Payment to refund bond agent
Total other financing sources (uses)

Special item
Proceeds of tobacco securitization

Met change in fund balances

Debt service as a percentage of
noncapital expenditures

County of Stanislaus
Changes in Fund Balances of Governmental Funds
(modified accrual basis of accounting)

Last Six Fiscal Years

Fiscal Year

22 2003 2004 2005 2006 2007
55585337 60,948 505 $ 65,574,750 7,907,713 5 128897810 § 142.332.996
3514853 3,406,830 4522962 $,229.280 5.795.146 S632.176
6,978,405 7,993,664 6,458 261 8.249.57¢ 12,293,083 13,334,530
10,439,033 7,908,954 5,385,832 14,087,837 14,8515 23,995 844
382418947 379,661,625 374,587,670 404,173 862 385,428,573 399,060,197
87,224 458 84.689.346 96,416,581 110,621,879 113,569 885 105,010,453
11,091239 11648645 11,543,413 12,513,789 Y.652.580 9.516.094
13,537,658 6145113 3736752
557252772 556.257.569 578.027.127 631.929.049 670,488 050 702,617.048
36494615 39042574 38,197.737 38,619,527 44,505,563 36843138
133205484 140,359 147 142 936,105 155,069,132 164 K51 857 181,167 098
22887072 24,703 247 22,352,607 19335303 21,154,573 28,138, 84]
98,746,982 103 859,610 103,266,153 108,176,319 LG8 096 §35 117,532,504
208,041 477 204 532 483 203,468,428 215,860,788 226,545,330 233,950,050
12,950,762 9,449 163 9,676,337 19,055 515 10,322,628 12,683,522
4,401,008 5,433.031 6,606,007 4,260,721 4,414,323 5,288,006
8317137 17,840,345 14,724 893 28,409,135 18304088 18105515
11,808,658 11,207,951 18,869,634 16,417,218 16,380,484 16,070,101
2635816 10,208,176 17,014,661 13,021,864 13378384 18,429,803
537489011 366,035,747 §77.111.962 66,2435 547 628,436,263 668,209,244
9,763 761 (10278178 915,163 34,407 804
309,984 290,938 29651 219767 129559
84,654,371 73,409,177 08,602,177 67,662,570 78028427 77.077.052
(80,585,027) {69.413,722) (76,677.619) (A8,986,762) (88.271.,040) (91,273,994}
4516403 47,408,114 13615000 42081614
7,722 288,640 6,710 697 15,401
(41,999,424
8903453 6,575 033 39,369.033 (1,323 495, 6,192,154 (138697923
52,403,206 42153011
71070420 (3,803,145) $ 40284198 24,360,012 5 90,398,150 $ 20438012
4.22% 4.25% 700% 556% 5.27%, 5728
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County of Stanislaus

Net Assessed and Estimated Actual Value
of Taxable Property
Last Ten Fiscal Years

(1
Fiscal Total 'l'olaé [iirec[
Year Secured Unsecured Assessed Value Tax Rate
1998 $ 17.125.381,531 $ 920,841,788 $ 18.046.223.319 1.0%
1999 $ 17.414.464,523 $ 1.042.205.718 $ 18,456.670.241 1.0%
2000 $ 18,138,511.836 $ 1,145,681.145 $ 19.284,192,981 1.0%
2001 $ 19,269.396,995 $ 1,206,395.885 $ 20,475.792,880 1.0%
2002 $ 20.778.158.097 $ 1,360,582,907 § 22,138.741.004 1.0%
2003 $ 24.882,144.306 $ 1,448.702.323 $ 26.330,846.629 1.0%
2004 $ 27.488.169,333 $ 1.416.767.559 $ 28,904.936.892 1.0%
2005 $ 31.643.757,615 $ 1.587.169,54} $ 33,230,927.156 1.0%
2006 $ 37,231.077.917 $ 1.680.424,352 $ 38.911.502.269 1.0%
2007 $ 41.057.624.582 $ 1,724,746,659 $ 42.782.371.241 1.0%
Note: Values are full value net of State subventions as per the Assessor's
assessed roll. However, adjustments and cancellations after publication

of the roll are not included.

Due to the passage of the property tax initiative Proposition 13 (Prop 13) in 1978. the County does not track

the estimated actual value of ail County properties. Under Prop 13, property is asscssed at the 1978 market value
with an annual increase limited to the lesser of 2% or the CPI on properties not involved in a change of ownership or
propertics that did not undergo new construction. Newly acquired property is assessed at its new market value
(usually the purchasc price) and the value of any new construction is added to the existing base value ol a parcel.
Resultantly, similar properties can have substantially differem assessed values based on the date of purchase.

Prop 13 limits the property tax rate to 1% of assessed value plus the rate necessary to {und local voter-approved bonds
and special assessments.
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Property Tax Rates

County of Stanislaus

Property Tax Rates and Distributions

of General Levy Property Tax Rate
Among Direct and Overlapping Governments
Last Ten Fiscal Years

Per $100 of (1}

Fiscal Assessed Valuation School Special

Year (Low) (High) County Cilies District District Total
1998 0.87153 1.1576 11.84% 6.56% 74.89% 6.71% 100.00%
1999 0.8715 1.1619 11.80% 6.51% 74.63% 7.06% 100.00%
2000 0.8714 1.1728 11.73% 6.47% 74.20% 7.60% 100.00%
2001 0.8715 1.1461 11.70% 6.50% 73.40% 8.40% 100,000
2002 0.9657 1.1382 11.58% 6.53% 74 01% 7.88% 100.00%
2003 0.9594 1.1280 11.45% 6.59% 73 46% 8.50% 100.00%
2004 0.9500 1.1105 11.18% 6.49% 73.24% 9.09% 100.00%
2005 09511 11715 11.13% 6.49% 72.90% 9.48% 106.00%
2006 0.9283 1.1683 10.88% 6.70% 71.86% 10.56% 100.00%
2007 0.9383 1.1473 10.84% 6.81% 71.25% L 10% 100.00%

The County is divided into approximately 1.357 tax code areas. which are unique combinations of
various jurisdictions serving a specific geographical area. The above tax rates, which include
levies for general obligation bonds and special assessments, represent the low and high tax

rates levied within each tax rate arca.

I'hie above allocation percentages are for general levies only and exclude general obligation

bond rates and special assessmients.

‘The passage of Proposition 13 on June 6, 1978 enacted Article XIH{A) of the State

Constitution. This prohibits the levying of any tax rate, except for existing voter-
approved bonded debt. in excess of the general tax rate of 19 of assessed value (4% prior

to year ended June 30, 1982). The proceeds of this tax are shaved by all overlapping Jocal

government entities.

(1) Includes Superintendent of Schools




County of Stanislaus
Principal Property Taxpayers
Current Year and Nine Years Ago

2007 1998
Percentage Percentage
Property of Total Property of Total
Taxpayer ‘Taxes Rank Property Taxes Taxes Rank Property Taxes
Diablo Grande. LTD $ 2933771 1 0.6363%
Gallo Glass Co 1,682,328 2 0.3649% 1.372,658 4 0.6810%
Pacific Gas and Electric 1,608,842 3 0.3489% 1,402,717 3 0.6960%
Gallo Winery 1,378,021 4 0.2989% 1.082.514 5 0.5142%
Doctors Medical Center 1.216.776 5 0.2639% 915917 ) 0.4545%
Reecot Inc (Frito Lay) 1L178.9135 4] 0.2557%
Hershey's Chocolate, Inc 1,131,369 7 (.2454% 731,248 It 0.3628%
Pacific Bell 1.077.428 8 0.2337% 2,096,906 1 1.0405%
Del Monte Corp 1,071,880 9 0.2325%
Foster Dairy }’arm‘s 1,026,928 10 0.2227%
Tri-Valley Growers 1,618,381 2 0.8030%
Hunt Wesson Foods, Inc 883,135 7 0.4382%
Proctor Gamble 845.047 ¥ 04193%
Macerich Vintage Faire Ltd 743176 9 0.2692%
Total  $  14.306.458 3.1028% $ 11,692,699 5.7787%
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County of Stanislaus
Property Tax Levy and Collections *
Last Ten Fiscal Years

Collected within the

Taxes Levied Fiscal Year of Levy
Fiscal for the Pereent
Year Fiscal Year Amount of Levy
1998 $  201.542.255 $ 0 197.210207 97.85%
1999 205539598 $ 201224592 97.90%
2000 $ 221,083,491 $ 216,197,440 97.79%
2001 $ 23333490 $ 0 228.0455603 97.73%
2002 $  251.556.329 $ 243881778 97.74%
2003 $ 274749639 $ 270047250 98.29%
2004 §  303.836.456 $  295.829.739 97.36%
2003 $ 333902361 $ 326003357 97.63%
2006 $ 396.734.408 ¥ 383,041,323 96.55%
2007 £ 461.085.79% $§ 431482886 93.58%

* Includes all taxing authorities within the County excluding Airplane Tax.
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ESTIMATED DIRECT AND OVERLAPPING BONDED DEBT

(as of December 1, 2006)

STANISLAUS COUNTY

2006-07 Assessed Valuation: $39,472,427,882 (includes unitary utility valuation)
Redevelopment Incremental Valuation: 3.576,491,857
Adijusted Assessed Valuation: $35.895,936,025
OVERLAPPING TAX AND ASSESSMENT DEBT: % Applicable (1) Debt 12/1/06
Modesta High School District 100. % $ 71.853.194
Turlock Joint Union High Schoaol District 98.373 28,478,984
Ceres Unified School District 100 23,994,806
Newman-Crows Landing Unified School District 100. 10,939,890
Patterson Joint Unified School District 99.164 20.016,335
Riverbank Unified School District 100. 10,900,488
Other Unified School Districts Various 43,623,698
Modesto City School District 100. 21,963,337
Sylvan School District 100. 8,305,000
Turlock Joint School District 08.093 10,486,142
Other School Districts Various 8,482 507
Oak Valley Hospital District 100. 37,000,000
Newman Drainage District 100. 350,000
Empire Union School District Community Facilities District No. 87-1 100 17,851,004
City Community Facilities Districts 100 122,070,000
Salida Area Community Facilities District No. 1988-1 100 35,525,000
Western Hills Water District Communiry Facilities District No. ) 100. 34,745,000
City 1915 Act Bonds 100 14,524 581
TOTAL OVERLAPPING TAX AND ASSESSMENT DEBT $541,110,326
DIRECT AND OVERLAPPING GENERAL FUND DEBT
Stanistaus County Certificates of Participation 100.% $113,790,600
Stanislaus County Pension Obligations 100. 62,975,000
Stanislaus County Office of Education Certificates of Participation 100. 5,500,000
Yosemite Community Cotlege District Certificates of Participation 72.584 9,621,009
Modesto High School and City School District Certificates of Participation 100. 14,181,946
Ceres Unified School District Certificates of Participation 100. 11,175,000
Salida Union Schoeel District Certificates of Participation 100. 8,940,000
Other Schooi District Certificates of Participation Various 31,074,129
City of Modesto General Fund Obligations 100. 88,430,000
City of Newman Certificates of Participation 100. 2,555,000
Other City Certificates of Participation 100. 4,967,736
Keyes Fire Protection District Certificates of Participation 100. 293.000
TOTAL GROSS DIRECT AND OVERLAPPING GENERAL FUND DEBT $353,502,820
Less:  Salida Union School District self-supporting obligations from AIG investment agreement 2,000,000
City of Newman Wastewater Certificates of Participation {100% self-supporting) 2,470,000
TOTAL NET DIRECT AND OVERLAPPING GENERAL FUND DEBT $349,032,820
GROSS COMBINED TOTAL DEBT $894,613,146 (2)
NET COMBINED TOTAL DEBT $890,143,146

(1) Based on 2005-06 ratios.

(2) Excludes tax and revenue anticipation notes, enterprise revenue, mortgage revenue and tax allocation bonds and non-bonded capital
lease obligations and excludes the Certificates and the proposed payment and refunding of the 1996 Certificates and the 1997
Certificates

Ratios to 2006-07 Assessed Valuation:
Total Overlapping Tax and Assessment Debt ... C1.37%

Ratios to Adjusted Assessed Valuation:

Combined Direet Debt ($176,765,000).........coccvoviiiiinviciinien. e 0.49%
Gross Combined Total Debt.. .. 2.49%
Net Combined Total Debt e e e e e 2. 48%

STATE SCHOOL BUILDING AID REPAYABLE AS OF 6/30/05: $0

Source: California Municipal Statistics, Inc.
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County of Stanislaus
Demographic and Economic Statistics
Last Ten Calendar Years

Per
Personal Capita
Income Personal Unemployment
Calendar Population (in thousands) Income Rate

Year ) @) @) 3)
1998 427,642 9,310,623 21,716 14.6%
1999 432,990 9,756,560 22,244 12.8%
2000 441,364 10,572,639 23,501 8.6%
2001 446,997 10,916,779 23,467 9.1%%
2002 469,512 11,460,836 23,871 10.8%
2003 481,604 11,944,709 24337 11.2%
2004 491,900 12,880,334 25,885 10.9%
2005 504,482 not available not available 9.9%
2006 514,370 not available not available 8.4%
2007 521497 not available not available 8.5%

Sources: {1) California Department of Finance
(2) United States Department of Commerce
(3) State of California Employment Development Department (data shown
is for the County)
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County of Stanislaus
Principal Employers
Current Year and Nine Years Ago

2006 1998
Percentage Percentage
(1 of Total County of Tetal County
Employer Employees Rank Employment I'mployees  Rank Employment

County of Stanislaus 4,764 ] 2.25% 2.792 1 1.58%
Meodesto City Schools 3.345 2 1.38% - -
E & J Gallo 3311 3 1.57% 2,654 2 1.50%
Memorial Medical Center 2.700 4 1.28% 237 3 1 35%
Del Monte Corporation 1,600 5 1.23% - -
Modesto Junior College 2,550 6 1.21% 2,000 7 1.13%
Stgnature Fruit Company 2.321 7 1 10% 2.010 6 1.14%
Stanislaus Foods 2.300 8 1.09% - -
Doctors Medical Center 1,967 9 0.93% - -
Turlock Unifed School District 1,703 10 0.81% - -
Tri-Valley Growers - - 2336 4 1.32%
Foster Farms - - 2,030 5 1.15%
City of Modesto - - 1.090 8 0.62%
Emanuel Medical Center - - 946 9 0.54%
Ceres Unified School District - - 900 10 0.51%

Total 27.561 13.04% 19,136 10.83%

i

Source: (1) Stamislaus River Valley Alliance based on 2006 data
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Function
Governmental activities:
General government
Pubhic protection

Public ways and facilitics
Health and sanitation
Public assistance
Education

Recreation

T'otal governmental activitics
Business-type activities:
Landfills
Behavioral Health
{ealth Clinics & Ancillary
Transit
Total business-type activities

Total Stanislaus County

Full-time Employees by Function

County of Stanislaus

Last Six Fiscal Years

Full-time Employees as of June 30

2002 2003 2004 2005 2006 2007
402 374 333 331 341 343
1.342 1.301 1,317 1.368 1,378 1. 441
125 115 121 123 123 121
1,018 983 984 961 937 G146
926 838 894 898 897 952
85 89 91 92 93 94
34 33 31 26 23 28
3932 3,753 3,771 3,799 3.794 3,895
14 15 17 17 17 15
102 106 né 99 108 79
273 250 263 243 222 217
3 3 3 3 3 3
392 380 399 362 350 34
4,324 4.133 4170 4,161 4,144 4209




County of Stanislaus
Miscellaneous Statistical Data
June 30, 2007

GEOGRAPHICAL LOCATION : Stanislaus County is located in the central part of the state of California,
about 300 miles north of Los Angeles and 90 miles cast of San Francisco.
The County is bordered on the north by San Jeaguin County, en the east by
Calaveras and Tuolumne Counties, on the south by Merced County, and
on the west by Santa Clara County,

AREA OF COUNTY : Approximately 1,521 square miles
COUNTY SEAT : Modesto, Calitornia
FORM OF GOVERNMENT : General Law, County governed by five-member Board of Supervisors
DATE COUNTY FORMED : Aprit 1, 1834
FISCAL YEAR BEGINS : July 1.
INCORPORATED CHIES - Ceres Newman Riverbunk
Hughson Oakdalc Turlock
Modesta Patterson Watertord

Number of Special Districts

Controlled by Board of Supervisors : County Service Areas 23 Landscape and Lighting
Drainage 7 Cap. Imp.
Lighting 25 Total

Number of other Special Districts : California Water 12 Cemetery
Mosquito Abatement 2 Sanitation
Resource Conservation 3 Reclamation
Community Services 8 Hespital
Flood Control & Drainage 2 Irrigation
Fire Protection 14 Drainage
Emergency Medical Service I Lighting
Redevelopment Agency 10 StanCOG
Finance Agency 2 Total

64
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County of Stanislaus
Miscellaneous Statistical Data (continued)

June 30, 2007
ELECTION NOVEMBER 6, 2007 CONSTRUCTION PERMITS
(County Registrar of Voters) (County Building Department)
Calendar # ot Cost of
Registered Voters: 188.961 Year Permits Permits
Number Voting: 40,362
Percent Voting: 21.47% 1996 1.791 $1,031.882
1997 3.475 $1.093.601
1998 3.283 $1.506.397
1999 2,110 £1.292.098
MILES OF COUNTY-MAINTAINED ROADS 2000 3.200 $1,616.198
(County Department of Public Works) 2001 3.522 $1.596.172
2002 3,281 $1.703.735
1,549 2003 3,504 £2.939814
2004 3,515 $1,326.118
2005 3813 $4.755.706
2006 3,965 $5.037.126
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To the Honorable Grand Jury and
Board of Supervisors
County of Stanisiaus, California

We have completed our audit of the basic financial statements of the County of
Stanislaus, California (the County) as of and for the year ended June 30, 2007 and have
issued our report thereon dated January 7, 2008.

In planning and performing our audit of the basic financial statements of the County for
the year ended June 30, 2007, we considered its internal control over financial reporting
as a basis for designing our auditing procedures for the purpose of expressing our
opinion on the financial statements, but not to provide assurance on the internal control
over financial reporting. Accordingly, we do not express an opinion on the effectiveness
of the County’s internai control over financial reporting.

A control deficiency exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions,
to prevent or detect misstatements on a timely basis. A significant deficiency is a controf
deficiency, or combination of control deficiencies, that adversely affects an entity's ability
to initiate, authorize, record, process, or report financial data reliably in accordance with
generally accepted accounting principles such that there is more than a remote likelihood
that a misstatement of the entity’s financial statements that is more than inconsequential
will not be prevented or detected by the entity's internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies,
that results in more than a remote likelihood that a material misstatement of the financial
staterents will not be prevented or detected by the entity's internal control.

Our consideration of internal control over financial reporting was for the limited purpose
described in the first paragraph of this section and would not necessarily identify all
deficiencies in internal control that might be significant deficiencies or material
weaknesses. We did not identify any deficiencies in internal control over financial
reporting that we consider to be significant deficiencies or material weaknesses, as
defined above.

This report is intended solely for the information and use of the Grand Jury, Board of
Supervisors, mahagement, and other authorized regulatory agencies and is not intended
to be and should not be used by anyone other than these specified parties.

BROWN ARMSTRONG PAULDEN
McCOWN STARBUCK THORNBURGH & KEETER
ACCOUNTANCY CORPORATION

- ./ ~
e \/\ N
By: Eric H Xin
Bakersfieid, California

January 7, 2008
1. \78455\Audit 2007\Reporis\Management Letter.doc
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To the Honorable Grand Jury and
Board of Supervisors
County of Stanislaus, California

We have audited financial statements of the County of Stanislaus ("County”) for the year
ended June 30, 2007, and have issued our report thereon dated January 7, 2008.
Professional standards require that we provide you with the following information related
to our audit.

Our Responsibility under U.S. Generally Accepted Auditing Standard

As stated in our contract, our responsibility, as described by professional standards, is to
plan and perform our audit to obtain reasonable, but not absolute, assurance that the
financial statements are free of material misstatement and are fairly presented in
accordance with U.S. generally accepted accounting principles Because an audit is
designed to provide reasonable, but not absolute assurance and because we did not
perform a detailed examination cof all transactions, there is a risk that material
misstatements may exist and not be detected by us.

As part of our audit, we considered the internal control of the County. Such
considerations were solely for the purpose of determining our audit procedures and not to
provide any assurance concerning such internal control.

Significant Accounting Policies

Management is responsible for the selection and use of appropriate accounting policies.
In accordance with the terms of our engagement letter, we will advise management about
the appropriateness of accounting policies and their application. The significant
accounting policies used by the County are described in Note 1 to the financial
statements. No new accounting policies were adopted and the application of existing
policies was not changed during fiscal year 2006-07.

We noted no transactions enlered into by the County during the year that were both
significant and unusual, and of which, under professional standards, we are required to
inform you, or transactions for which there is a lack of authoritative guidance or
Consensus.

Accounting Estimate

Accounting estimates are an integral part of the financial statements prepared by
management and are based on management's knowledge and experience about past
and current events and assumptions about future events. Certain accounting estimates
are particularly sensitive because of their significance to the financial statements and
because of the possibility that future events affecting them may differ significantly from
those expected. The most sensitive estimate affecting the financial statements was:

Management's estimate of the liability for self-insurance. We evaluate the key
factors and assumptions used to develop the estimate in determining that it is
reasonable in relation to the fmancsa! statements taken as a whole.




Audit Adjustment

For purposes of this letter, professional standards define an audit adjustment as a proposed correction of
the financial statements that, in our judgment, may not have been detected except through our auditing
procedures. An audit adjustment may or may not indicate matters that could have a significant effect on
the County's financial reporting process (that is, cause future financial statements to be materially
misstated). In our judgment, none of the adjustments we proposed in the attached schedule, whether
recorded or unrecorded by the County, either individually or in the aggregate, indicate matters that could
have a significant effect on the County’s financial reporting process.

Disagreements with Management
For purposes of this letter, professional standards define a disagreement with management as a matter,

whether or not resolved to our satisfaction, concerning a financial accounting, reporting, or auditing matter
that could be significant to the financial statements or the auditor's report. We are pleased to report that
no such disagreements arose during the course of our audit.

Consultations with Other Independent Accountant
In some cases, management may decide to consult with other accountants about auditing and accounting

matters, similar to obtaining a "second opinion” on certain situations. If a consultation involves application
of an accounting principle to the governmental unit's financial statements or a determination of the type of
auditor's opinion that may be expressed on those statements, our professional standards require the
consulting accountant to check with us to determine that the consuitant has all the relevant facts. To our
knowledge, there were no such consultations with other accountants.

Issues Discussed Prior to Retention of Independent Auditor
We generally discuss a variety of matters, including the application of accounting principles and auditing

standards, with management each year prior to retention as the County's auditors. However, these
discussions occurred in the normal course of our professional relationship and our responses were not a
condition to our retention.

Difficuities Encountered in Performing the Audit
We encountered no difficulties in dealing with management in performing our audit.

ok ok ok e

This information is intended soclely for the use of the Board of Supervisor and management of County of
Stanislaus and is not intended to be and should not be used by anyone cother than these specified parties

BROWN ARMSTRONG PAULDEN
McCOWN STARBUCK THORNBURGH & KEETER
ACCOUNTANCY CORPORATION

e X

By. Eric H. Xin

January 7, 2008
Bakerstield, Calitornia




County of Stanislaus

Journal Entry

6/30/2007

I\data\Excel\78455\Audit 2007\PSR\[AJEs xIs]Sheet1

AJE #1 - For Health Clinics and Ancillary Services Enterprise Fund

Debit Accounts Receivable 537,455
Credit Accounts Payable 446,313
Credit Charge for Services 91,142

To properly classify accounts receivable with credit balances as accounts payable and to
adjust patient revenue to actual.
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REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON
AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE
WITH GOVERNMENT AUDITING STANDARDS

The Honorable Grand Jury and Board of Supervisors
Stanislaus County
Modesto, California

We have audited the accompanying financial statements of the governmental activities,
the business-type activities, each major fund, and the aggregate remaining fund
information of the County of Stanislaus, Catifornia {the County), as of and for the year
ended June 30, 2007, which collectively comprise the County’s basic financial statements
and have issued our report thereon dated January 7, 2008. We conducted our audit in
accordance with auditing standards generaily accepted in the United States of America
and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the County's internal control over
financial reporting as a basis for designing our auditing procedures for the purpose of
expressing our opinion on the financial statements, but not for the purpose of expressing
an opinion on the effectiveness of the County's internal control over financial reporting.
Accordingly, we do not express an opinion on the effectiveness of the County of
Stanislaus’ internal control over financial reporting.

A control deficiency exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions,
to prevent or detect misstatements on a timely basis. A significant deficiency is a control
deficiency, or combination of control deficiencies, that adversely affects an entity's ability
to initiate, authorize, record, process or report financial data refiably in accordance with
generally accepted accounting principles such that there is more than a remote likelihood
that a misstatement of the entity’s financial statements that is more than inconsequential
will not be prevented or detected by the entity’s internal control over financial reporting.

A material weakness is a significant deficiency, or combination of significant deficiencies,
that results in more than a remote likelihood that a material misstatement of the financial
statements will not be presented or detected by the entity’s internal control. Our
consideration of the internal control over financia! reporting was for the limited purpose
described in the first paragraph of this section and would not necessarily identify all
deficiencies in the internal control that might be significant deficiencies and, accordingly,
would not necessarily disclose all significant deficiencies that are also considered to be
material weaknesses. We did not identify any deficiencies in internal control over
financia! reporting that we consider to be material weaknesses, as defined above.
However, we noted other matters involving the internal control over financial reporting
that we have reported to management of the County of Stanislaus in a separate letter
dated January 7, 2008.
1
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the County's financial statements are free of
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements, noncompliance with which could have a direct and material effect on
the determination of financial statement amounts. However, providing an opinion on compliance with
those provisions was not an objective of our audit, and accordingly, we do not express such an opinion.
The results of our tests disclosed no instances of noncompliance or other matters that are required to be
reported under Government Auditing Standards.

This report is intended solely for the information and use of the audit committee, management, Board of
Supervisors, and federal awarding agencies and pass-through entities and is not intended to be and
should not be used by anyone other than these specified parties.

BROWN ARMSTRONG PAULDEN
McCOWN STARBUCK THORNBURGH & KEETER
ACCOUNTANCY CORPORATICN

~

-
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Bakersfield, California
January 7, 2008
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REPORT ON COMPLIANCE WITH REQUIREMENTS
APPLICABLE TO EACH MAJOR PROGRAM AND INTERNAL CONTROL
OVER COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133

The Honorable Grand Jury and Board of Supervisors
Stanislaus County
Modesto, California

Compliance

We have audited the compliance of the County of Stanislaus, California (the County),
with the types of compliance requirements described in the U.S. Office of Management
and Budget (OMB) Circular A-133 Compliance Supplement that are applicable to each of
its major federal programs for the year ended June 30, 2007. The County's major federal
programs are identified in the summary of auditor's results section of the accompanying
Schedule of Findings and Questioned Costs. Compliance with the requirements of laws,
regulations, contracts and grants applicable to each of its major federal programs is the
responsibility of the County of Stanistaus' management. Our responsibility is to express
an opinion on the County's compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standards generally
accepted in the United States of America; the standards applicable to financial audits
contained in Government Auditing Standards, issued by the Comptroller General of the
United States; and OMB Circular A-133, Audits of States, Local Governments, and Non-
Profit Organizations. Those standards and OMB Circular A-133 require that we plan and
perform the audit to obtain reasonable assurance about whether noncompliance with the
types of compliance requirements referred to above that could have a direct and material
effect on a major federal program occurred. An audit includes examining, on a test basis,
evidence about the County’s compliance with those requirements and performing such
other procedures as we considered necessary in the circumstances. We believe that our
audit provides a reasonable basis for our opinion. Our audit does not provide a legal
determination on the County’s compliance with those requirements.

The results of our auditing procedures disclosed instances of noncompliance with the
requirements referred to above, which are required to be reported in accordance with
OMB Circular A-133 and that are described in the accompanying Schedule of Findings
and Questioned Costs as items 07-Z and 07-3. We also noted certain immaterial
instances of noncompliance, which we have reported to management of the County of
Stanislaus in a separate report dated January 7, 2008

In our opinion, except for the noncompliance described in the preceding paragraph, the
County of Stanislaus complied, in all material respects, with the requirements referred to
above that are applicable to each of its major federal programs for the year ended June
30, 2007.
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Internai Contro! Over Compliance

The management of the County is responsible for establishing and maintaining effective internal control
over compliance with requirements of laws, regulations, contracts and grants applicable to federal
programs. In planning and performing our audit, we considered the County's internal control over
compliance with requirements that could have a direct and material effect on a major federal program in
order to determine our auditing procedures for the purpose of expressing our opinion on compliance, but
not for the purpose of expressing an opinion on the effectiveness of internal control over compliance.
Accordingly, we do note express an opinion on the effectiveness of the County's internal control over
compliance.

Our consideration of internal control over compliance was for the limited purpose described in the
preceding paragraph and would not necessarily identify all deficiencies in the County's internal control
that might be significant deficiencies or material weaknesses as defined below. However, as discussed
below, we identified certain deficiencies in internal control over compliance that we consider to be
deficiencies.

A control deficiency in an entity’s internal control over compliance exists when the design or operation of
a control does not allow management or employees, in the normal course of performing their assigned
functions, to prevent or detect noncompliance with a type of compliance requirement of a federal program
on a timely basis. A significant deficiency is a control deficiency, or combination of control deficiencies,
that adversely affects the entity's ability to administer a federal program such that there is more than a
remote likelihood that noncompliance with a type of compliance requirement of a federal program that is
more than inconsequential will not be prevented or detected by the entity’s internal control. We consider
the deficiencies in internal contral over compliance described in the accompany Schedule of Findings and
Questioned Costs as items 07-01 through 07-03 to be contro! deficiencies

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in
more than a remote likelihood that material noncompliance with a type of compliance requirement of a
federal program will not be prevented or detected by the entity's internal control. However, we believe
that none of the deficiencies described above are material weaknesses.

Schedule of Expenditures of Federa! Awards

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, each major fund, and the aggregate remaining fund information of the County of Stanislaus,
California, as of and for the year ended June 30, 2007, and have issued our report thereon dated January
7,2008. Our audit was performed for the purpose of forming opinions on the financial statements that
collectively comprise the County's basic financiai statements. The accompanying Schedule of
Expenditures of Federal Awards is presented for purposes of additional analysis as required by OMB
Circular A-133 and is not a required part of the basic financial statements. Such information has been
subjected to the auditing procedures applied in the audit of the basic financial statements and, in our
opinion, is fairly stated, in all material respects, in relation to the basic financial statements taken as a
whole.

This report is intended solely for the information and use of the audit committee, management, Board of
Supervisors, and federal awarding agencies and pass-through entities and is not intended to be and
should not be used by anyone other than these specified parties.

BROWN ARMSTRONG PAULDEN
McCOWN STARBUCK THORNBURGH & KEETER

ACCOUNTANCY CO?BAUON
&7 o~ 7 jK/“\

Bakersfield, California
January 7, 2008
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COUNTY OF STANISLAUS
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED JUNE 30, 2007

Catalog of
federal
domestic Supplemental
assistance identifying
Federal grantor/pass-through grantor/program title number number Expenditures
Passed through Office of National Drug Control Policy (ONDCP)
High Intensity Drug Traffic Area (HIDTA) 2004 07.300¢ 14PVCP501 $ 120,612
High Intensity Drug Traffic Area (HIDTA} 2005 07 .x0xx 15PVCP501 1,632,913
High intensity Drug Traffic Area (HIDTA) 2006 07 0 16PVCP501 2,227,370
High Intensity Drug Traffic Area (HIDTA) 2007 07 xxx 17PVCP501 99 286
TOTAL DRUG-FREE COMMUNITIES SUPPCRT PROGRAM GRANT 4,080,061
U.S. DEPARTMENT OF AGRICULTURE
Direct Program -
Food Stamps-Issuance 10551 * NIA 49782,186
Food Stamp - Administration 10.561 * /A 3,888,531
National School Lunch Program 10.555 N/A 209,265
Seniors Farmers Market Program 10.576 30-08-07 21,740
Passed through California Department of Food and Agriculture:
Inspection, Grading, & Standardization 10.162 06-0236 5,254
Passed through California Department of Education
Summer Food Service Prog {SFSP) 10.559 CNOB6047 1.611
Passed through California Department of Aging
SAWS CIV Food Stamps 10.661 * 919,642
Passed through California Department of Health Services:
Special Supp Food Pgm for WIC 10.857 * 05-45805 2,270,858
CNN 10557 * 06-55118 166,111
Nutrition Education (PHCA) 10.561 * 3-75378 87,000
TOTAL U.S. DEPARTMENT OF AGRICULTURE 57,352,198
U.S. DEPARTMENT OF HUD
Passed through California Department of Housing & Comm Development:
HUD - CDBG Funds 03/04 14.228 B-03-UC-06-0010 36,163
HUD - CDBG Funds 04/05 14.228 B-04-UC-06-0010 225,442
HUD - CDBG Funds 05/06 14.228 B-05-UC-06-0010 1,368,889
HUD - CDBG Funds 06/07 14.228 B-06-UC-06-0010 1,339,446
HUD - ESG Funds 05/06 14.231 B-05-UC-06-0010 16,9186
HUD - ESG Funds 06/07 14.231 B-08-UC-06-0010 92,625
TOTAL US DEPT OF HUD 3,079,481

* Major Program

See accompanying notes to schedule of expenditures of federal awards and report on compliance with
requirements applicable to each major program and internal control over compliance in accordance with
OMB Circular A-133.
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COUNTY OF STANISLAUS
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS (Continued)
FOR THE YEAR ENDED JUNE 30q, 2007
Catalog of
federal
domestic Supplemental
assistance identifying
Federal grantor/pass-through grantor/program title number number Expenditures
U.S. DEPARTMENT OF LABOR
Passed through California Dept of Aging:
Senior Community Service Employment Program 17.235 30-08-07 54 571
Passed through California Development Department:
WIA 15%- Youth Special Program-Bridge 17.253 * R692512-648 45,199
WIA 15% LVN Grant 17.258 R588761-693 17,424
WIA-Adult Program 17.258 * R632512-202 475,693
WIA-Adult Program 17.258 * R760360-201 420,222
WIA-Adult Program 17258 R760360-202 1,885,665
WiA-Incentive 17.258 ~ RE92512-113 5,761
WIA 15% Central partnersnip for San Joaquin Valiey 17.258 -+ R692512-688 2811
WIA-Youth Activities 17.259 ¢ R692512-302 584,950
WIA-Youth Activities 17259 R760360-301 1,774,307
WIA-Youth Activities 17.25¢ R760360-302 45,880
WIA-Dislocated Workers 17.260  * R692512-501 209 838
WiIA-Dislocated Workers 17260 ¢ R692512-511 932
WIA-Dislocated Workers 17.260 * R760360-501 752,233
WIA-Dislocated Workers 17.260 * R760360-502 660,501
WIA-Rapid Response 17.260 * R760360-540 44,972
WIA-Rapid Response 17.260 * R760360-541 134,917
TOTAL U.S. DEPARTMENT OF LABCR 7,115,876
U.S. DEPARTMENT OF TRANSPORTATION
Passed through California Department of Transportation
Highway Planning and Construction 20.205 various 1,305,741
Rural Transit & Procurement FTA Section 5311 20.509 389,031
TOTAL U S DEPARTMENT OF TRANSPORTATION 1,684,772
U.S. ENVIRONMENTAL PROTECTION AGENCY
Passed through California Water Resources Control Board:
Local Groundwater Protection Pilot 66.606 EP059000206 24,629
Underground Storage Tank Trust Fund Program 66.805 06-027-250-0 54,354
TOTAL U.S. DEPARTMENT OF ENVRIONMENTAL PROTECTION 78,983

* Major Program

See accompanying notes to schedule of expenditures of federal awards and report on compliance with
requirements applicable to each major program and internal control over compliance in accordance with
OMB Circular A-133.
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COUNTY OF STANISLAUS
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS (Continued)
FOR THE YEAR ENDED JUNE 30, 2007

Catalog of
federal
domestic Supplemental
assistance identifying
Federal grantor/pass-through grantor/program title number number Expenditures
U.S. DEPARTMENT OF HOMELAND SECURITY
Passed through California Department of Homeland Security:
FY04, CERT 97.004 2004-45 12,870
FY05, EMPG 97.042 2005-15 97,920
FY05, MMRS 87.071 2005-15 220,764
FY03. It Homeland Security 97.073 2003-35 187,933
FY04, SHSP 97.073 2004-45 821,906
FY05, SHSP $7.073 2005-15 989.035
FY08, EMPG 97.073 2009-8 213,664
FY06, SHSP 97.073 2006-71 131,046
FY04, LETPP 97.074 2004-45 7,682
FY05, LETPP 97.074 2005-15 291,091
FY06, LETPP 97.074 2006-71 35,022
FY05, BZPP 97.078 2005-68 96.845
TOTAL U.S. DEPARTMENT OF HOMELAND SECURITY 3,106,778
U.S. DEPARTMENT OF JUSTICE
Bureau of Justice Assistance (JAG 2006) {subrecipient) 16.738 30,593
Passed through Office of Criminal Justice Planning
Juvenile Accountability Grant 2006 16.523 N/A 40,960
Juvenile Accountability Grant 2005 16.523 N/A 25,531
Juvenile Accountability Grant 2004 16.523 N/A 35,934
Juvenile Accountability Grant 2003 16.523 N/A 12,006
Victim Witness Program 16.575 ATO6 03 0500 158,664
Weed & Seed Program 16.595 2006-WS-Q-0137 25,046
Passed through State Office of Justice Planning
2006 Justice Administration Grant 16.738 200eDJBX0106 33,310
2005 Justice Administration Grant 16.738 2005DJBX1542 38,868
Passed through California Department of Sccial Services:
Stop Abusive & Violent Environments (SAVE) Grant 16.588 N/A 51,037
Passed through State Office of Emergency Services (OES)
Violence Against Women Vertical Prosecution 16 588 PU06050500 42,189
Elder Abuse Prosecution 16.575 EAD5080500 6,877
Elder Abuse Prosecution 16.575 EAD6090500 54 898
Victims of Crime ACT-CHAT 16.575 VW05240500 155,868
TOTAL U S DEPARTMENT OF JUSTICE 711,781
ELECTIONS ASSISTANCE PROGRAMS
Passed through Secretary of State's Office:
Help Amierica Vote Act Reguirements Payments 90.401 05GR301007 669,601
TOTAL ELECTIONS ASSISTANCE PROGRAMS 669 601

* Major Program

See accompanying notes to schedule of expenditures of federal awards and report on compliance with
requirements applicable to each major program and internal control over compliance in accordance with
OMB Circular A-133.
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COUNTY OF STANISLAUS

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS (Continued)
FOR THE YEAR ENDED JUNE 30, 2007

Catalog of
federal
domestic Supplemental
assistance identifying
Federal grantoripass-through grantor/program title number number Expenditures
U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES
Passed through Secretary of State's Office:
Voting Access for Individual with Disabilities Grant 83.617 05GREAIDS0 44777
Passed through California Department of Education:
Stage 2 Child Care (D) 93575 C2AP-6073 5,069,939
Stage 3 Child Care (D) 93 575 C3AP-6073 1,626,088
Stage 3 Child Care (D) 93 596 CAPP-6081 36,440
Passed through California Department of Social Services:
Promoting Safe and Stables Families 3 556 N/A 426,505
Temporary Assistance for Needy Families 93658 ~ N/A 47,038,728
Child Support Enfercement 93.563 2708/2907/2711 11,940,237
Refugee and Entrant Assistance 93.568 N/A 511,056
Child Weifare Servcies/CWS Direct Cost IVB 93.645 I/ 413,067
Foster Care -Title IVB 93.658 N/A 6,836,399
Out-of-Home Placement Prevention - Title Ive 93.658 N/A 1,950,520
Adoptions Assistance 93659 * N/A 4,859,942
CWS Title XX 93.667 N/A 281,279
Foster Home Licensing Title XX 93667 N/A 1,616
independent Living - ILP 93.674 N/A 207,843
SBY33 Monthly Group Home Visits 93.660 N/A 25423
Passed through California Department of Health Services:
TB Prevention 93.118 N/A 57,189
Childhood Lead Poisoning 93.197 02-25082 63,850
Family Planning Servcies Title X 93.217 NIA 141,863
Immunization Project Subvention 93.268 02-26012 190,236
Emergency Preparedness 93.283 EPO 0850 638,022
Calif Children's Services 93.778 * N/A 1,081,200
Medi-Cal Administration Activities 93778 * 03-75094 1,015,393
Targeted Case management 83778 - 50-0407 3,653,721
Child Health & Diasbility Program 93778 * N/A 607,206
Outreach, Enroliment, Retention & Utilization Grant 93778 * N/A 117,877
Maternal & Child Health Services 93.994 200350 401,348
Passed through California Department of Aging:
Title VII(B), Elder Abuse Prevention §3.041 30-06-07 6,496
Title VI{A), Ombudsman Program 93.042 30-06-07 17,874
Title Hi-f, Preventive Health 93.043 30-06-07 26,519
Title 111-B, Supportive Services 93.044 30-06-07 374,682
Title {li-C1, Congregate Nutrition 93 045 30-06-07 282,727
Titte 1I-C2 Home Delivered Nutrition 93045 30-06-07 384,030
Title Wi-E, Family Caregiver 93.052 30-06-07 170,443
Food Distribution 93.053 30-06-07 102,812
SAWS CIV TANF 93558 * N/A 1,009,832
SAWS CIV Refugee 83.566 N/A 587
SAWS CIV KINGAP 93.658 N/A 10,674
SAWS CIV Midi-Cal 93778 * N/A 1,619,718
Multi-Purpose Senior Services (MSSP) Title XIX 93778 MS-0607-14 429,877
CBSP Heaith insurance Advocacy Program 93.77% 30-06-07 56,358

* Major Program

See accompanying notes to schedule of expenditures of federal awards and report on compliance with
requirements applicable to each major program and internal control over compliance in accordance with

OMB Circular A-133.
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COUNTY OF STANISLAUS
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS (Continued)
FOR THE YEAR ENDED JUNE 30, 2007

Catalog of
federal
domestic Supplemental
assistance identifying
Federal grantar/pass-through grantor/program title number number Expenditures
U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES
Passed through California Department of Mental Health:
Transition from Homelessness(PATH) 83.150 N/A 137,371
Projects for Assistance in AB3015 SAMHSA 93 958 N/A 2,717,085
FPassed through California Department of Alcohol & Drug Program:
SAMHSA-CSAP State Incentive Grant 93.243 N/A 400,351
Refugee Heaith 93.576 06-509460-1 100,614
AIDS/HIV Testing 93.940 04-35388 118,283
SAPT Block Grant 93.959 84.186 2,750,050
Passed through California Department of Social Services
APS/CSBG Title Titie XIX 93778 * N/A 750,872
CWS Title XIX 93.778 * N/A 686,278
State Family Preservation Title XiX 93778 * N/A 104,444
In Home Supportive Sves-PCSP Title XIX 83.778 * N/A 3,232,839
Putlic Authority Administration 93778 = N/A 228,310
Public Authority Benefits Administration 93778 * N/A 885,264
IHSE Waiver Title XIX 93.778 * N/A 398,087
IHSS IP Title XIX 93778 * NA 17,401,397
Medi-Cal Title XIX (E) 93778 A 8,242,042

TOTAL U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES

TOTAL EXPENDITURES OF FEDERAL AWARDS

* Major Program

132,083,678

$ 208,972209

See accompanying notes to schedule of expenditures of federal awards and report on compliance with
requirements applicable to each major program and internal control over compliance in accordance with

OMB Circular A-133.
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COUNTY OF STANISLAUS
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED JUNE 30, 2007

NOTE 1 - REPORTING ENTITY

The accompanying Schedule of Expenditures of Federal Awards presents the activity of all federal
awards programs of the County of Stanislaus (the County). The County's reporting entity is defined in
Note 1 to the County's basic financial statements. All federal awards received directly from federal
agencies as well as federal awards passed through other government agencies are inciuded in the
schedule.

NOTE 2 - BASIS OF ACCOUNTING

The accompanying Schedule of Expenditures of Federal Awards is sometimes prepared on a basis other
than that used to record transactions in the accounting records and as reported in the basic financial
statements (such as cash basis). The information in this schedule is presented in accordance with the
requirements of OMB Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations.
Therefore, some amounts presented in this schedule may differ from amounts presented in or used in the
preparation of the basic financial statements.

NOTE 3 - RELATIONSHIP TO FINANCIAL STATEMENTS

The amounts reported in the accompanying Schedule of Expenditures of Federal Awards agree, in all
material respects, to amounts reported within the County's financial statements. Federal award revenues
are reported principally in the County's financial statements as intergovernmental revenues in the General
and Special Revenue funds

NOTE 4 - SUBRECIPIENTS

Of the federal expenditures presented in the Schedule of Expenditures of Federal Awards, the County of
Stanislaus provided federal awards to subrecipients as follows:

CFDA Program Amount
14228  City of Ceres 3 338,764
14228  City of Newman 310,823
14228  City of Oakdale 290,663
14228  City of Patterson 291,901
14228  City of Waterford 295,104
14.228  Children's Crisis Center 20,000
14228  Second Harvest Food Bank 20,000
14.228  Parents Resource Center 19,548
14228  Visually Impaired Persons Support 20,000
14228  We Care Shelter Program 20,000
14.228 DRAIL 20,000
14.228  Inter-Faith Ministries 25,000
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NOTE 4 - SUBRECIPIENTS (Continued)

CFDA Program Amount
14228  Habitat for Humanity 3 18,795
14228  Healthy Aging Association 20,000
14228  United Way of Stanislaus County 20,000
14.228  Center for Human Services 40,000
14228  El Concilio 19,113
14228 Haven Women's Center 20,000
14.228  Project Sentinel 50,000
14231  Inter-Faith Ministries 681,462
14,231  Childrens' Crisis Center 10,957
14231  Community Housing Shelter 20,564
14231  We Care Shelter Program 10,415
17.258  Friends Outside 248,242
17.260  Friends Outside 4,243
17.259  Arbor 14,103
17.259  Ceres Unified School District 380,234
17.259  Center for Human Services 13,651
17.259  Computer Tutor 275,696
17.258¢  Central Valley Opportunity Center 61,761
17.259  Excell Center 11,262
17.259  Modesto City Schools 116,072
17.259  Stanislaus Office of Education 28,408
17.259  World Wide 19,649
17.259  Henkels & McCoy 18,663
20.509  Stanislaus County - PW Transit 389,031
93.778  Stanislaus County Area Agency on Agency 65,268
93.778  Stanistaus County Public Guardian 101,673
93.778  Ceres Partnership for Healthy Chrildren 9,770

Total $ 3,721,735

NOTE 5 - PROGRAM CLUSTERS

Federal programs, which must be audited together as a program cluster, include the following:

Federal
CFDA

Program Title

Federal
Expenditures

Food Stamp Cluster:

10.551
10.561

10.561
10.561
10.557

Food Stamps

State Administrative Matching Grants for Food

Stamp Program

Food Stamp Administration - SAWS ClV Food Stamps

Nutrition Education (PHCA)
Special Support Food Program

Total
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$ 49782,166

3,888,531
919,642
87,000
2,436,969

$ 57,114,308




NOTE 5 - PROGRAM CLUSTERS (Continued)

Federal Federal
CFDA Program Title Expenditures
Child Nutrition Cluster:
10.5569  Summer Food Service Program (SFSP) $ 1,611
10.655  National School Lunch Program 209,265
Total $ 210,876
WIA Cluster:
17258  WIA - Adult $ 2,807,576
17259  WIA - Youth 2,405,137
17260  WIA - Dislocated Workers 1,803,393
17.2563  WIA - Youth Special Program - Bridge 45,199
Total $ 7,061,305
Aging Cluster:
93.041  Special Programs for the Aging - Title VI, Chapter 3 -
Programs for Prevention of Elder Abuse, Neglect and
Exploitation $ 6,496
93.042  Special Programs for the Aging - Title VIl, Chapter 2 -
Long-Term Care Ombudsman Services for Older Individuals 17,874
93.043  Special Programs for the Aging - Title HI, Part D -
Disease Prevention and Health Promotion Services 26,519
83.044  Special Programs for the Aging - Title lli, Part B -
Grants for Supportive Services and Senior Centers 374,682
93.045  Special Programs far the Aging - Title Iil, Part C -
Nutrition Services 666,757
93.052  Title I-E - Family Caregiver 170,443
93.053  Food Distribution-Nutrition Service 102,912
Total $ 1,365,683
CCDF Cluster:
83.575  Child Care and Development Block Grant $ 6,596,027
93.596  Child Care Mandatory and Matching Funds of the
Child Care and Development Fund 36,440
Total $ 6,632,467
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NOTE 6 - LOANS WITH CONTINUING COMPLIANCE REQUIREMENT

Loans funded through federa! programs, for which the federal government is at risk, carried the following
balances as of June 30, 2007:

Federal Amount
CFDA Program Title QOutstanding
93.658 Temporary Assistance for Needy Families - Housing Autharity $ 17,927

NOTE 7 - PASS-THROUGH ENTITIES’ IDENTIFYING NUMBER

When federal awards were received from a pass-through entity, the Schedule of Expenditures of Federal
Awards shows, if available, the identifying number assigned by the pass-though entity. When no
identifying number is shown, the County has either determined that no identifying number is assigned for
the program or the County was unable to obtain an identifying number from the pass-through entity.

NOTE 8 ~ DEPARTMENT OF AGING FEDERAL/STATE SHARE

The California Department of Aging (CDA) requires agencies who receive CDA funding to display state-
funded expenditures discretely along with federal expenditures. The County expended the following state
and federal amounts under these grants:

Federal State
CFDA Contract No. Expenditures Expenditures
10.576 30-06-07 $ 21,740 $ -
17.235 30-06-07 54,571 13,593
93.053 30-06-07 102,912 -
93.778 MS-060-14 429,877 413,019
TOTAL $ 609,100 $ 426,612

NOTE 9 - OFFICE OF EMERGENCY SERVICES GRANTS

The foliowing represents expenditures for Office of Emergency Services programs for the year ended
June 30, 2007. The amount reported in the Sched:ie of Expenditures of Federal Awards is determined
by calculating the federal portion of the current year expenditures.

Snare of Expenditures

Expenditures Claimed Current Year
For the Period  For the Year Cumulative
Through Ended As of Federal State County
Program June 30, 2006 June 30, 2007 June 30, 2007 Share Share Share
HO6060500 - CalMet

Personal services $ - $ 883541 $ 883541 § - $ 883541 § -
QOperating expenses - 280,864 280,864 - 277,397 3,467
Equipment - 54,761 54,761 - 20,000 34,761
Totais 3 - % 1219166 § 1219186 § - $1,180,938 § 38,228
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NOTE 9 - OFFICE OF EMERGENCY SERVICES GRANTS (Continued)

Share of Expenditures

Expenditures Claimed Current Year
For the Period  For the Year Cumulative
Through Ended As of Federal State County
Program June 30, 2006 June 30, 2007 June 30, 2007 Share Share Share

RUQ5070500 and RUOB080500 - Rural Crimes

Personal services $ 253904 $ 244887 $§ 498,791 $ - § 244887 § -
Operating expenses 30,121 39,268 69,389 - 39,268 -
Equipment - - - - - -
Totals $ 284025 $ 2B4155 $ 568,180 % - 284,155 §

VB05030500 and VB0E040500 - Vertical Prasecution Block

Personal services $ 253965 $ 315670 $ 569535 - % 315670 § -
Operating expenses - 14,284 14,284 - 14,284 -
Equipment - - - - - -

Totals $§ 253965 $ 320954 $ 583819 $ - 3 329954 3 -

VV04060500 - Violence Against Women

Personal services $ 115318 $ 86,489 $ 201807 $ 64867 $ - $21622
Operating expenses - - - - - -
Equipment - - - - - -

Totals $ 115318 § 86489 $ 201807 $ 64867 $ - $21622

VW06250500 - Victim Witness Assistance

Personal services $ 335988 $ 339107 $ 695095 $155125 $ 183982 9 -
Operating expenses 3,960 743 4703 743 - -
Equipment - - - - - -

Totils $ 339948 $ 339850 § 699798 §155868 $ 183982 $ -

EA05080500 - Elder Abuse Prosecution

Personal services $ 29,114 3 6,739 % 35853 §& 6739 § - 9 -
Operating expenses 39,971 138 40,109 138 - -
Equipment - - - - - -

Totals $ 62085 $ 6,877 % 756962 § 6877 § - 3 -

EAQ6090500 - Elder Abuse Prosecution

Personal services $ - % 8,409 § - $ 8409 § - $ -
Operating expenses - 46,489 - 46,489 - -
Equipment - - - - - -

Totals 3 - 3 54898 § - $ 54888 - 3 -
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NOTE 9 - OFFICE OF EMERGENCY SERVICES GRANTS (Continued)

Share of Expenditures

Expenditures Claimed Current Year
For the Period  For the Year Cumulative
Through Ended As of Federal State County
Program June 30, 2006 _June 30, 2007 _June 30, 2007 Share Share Share

PU0B050500 - Violence Against Women

Personal services $ 51,148 § 66252 S 107400 % 42183 % - $14,063
Operating expenses - - - - - -
Equipment - - - - - -

Totals 3 51,148 § 56252 % 107400 § 42189 § - § 14,063

DC04150500 - Stanistaus Anti-Drug

Personal services 3 96,155 $ 109,900 $ 206,055 $109800 $ - % -
Operating expenses - - - - - -
Equipment - - - - - -

Totals $ 96155 $§ 109,900 % 206,055 $1099800 $ - $ -

NOTE 10 - DEPARTMENT OF CORRECTIONS AND REHABILITATION GRANTS

The following represents expenditures for the Department of Corrections and Rehabilitation programs for
the year ended June 30, 2007. The amount reported in the Schedule of Expenditures of Federal Awards
is determined by calculating the federal portion of the current year expenditures.

Share of Expenditures

Expenditures Claimed Current Year
For the Period  For the Year Cumulative
Through Ended As of Federal State County
Program June 30, 2006 June 30, 2007 June 30, 2007 Share Share Share
CSA 965-06 - MIOCR

Personal services. $ - 5 91838 & 91838 & - & 91838 §% -
Operating expenses - 1,867 1,967 - 1,967 -
Equipment - 10,264 10,264 - 1,038 9,226
Totals $ - % 104069 $ 104069 § - $ 94843 § 9226
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NOTE 11 - DEPARTMENT OF JUSTICE GRANTS

The foliowing represents expenditures for the Department of Justice programs for the Year ended June
30, 2007.

Share of Expenditures

Expenditures Claimed Current Year
For the Period  For the Year Cumulative
Through Ended As of Federal State County
Program June 30, 2006 June 30, 2007 June 30, 2007 Share ___Share Share
068A13B035 SAPP

Personal services $ - % 104928 $ 104828 % - % 75925 $ 29004
Operating expenses - - - - - -
Equipment ) - - - - - -
Totals 3 - § 104928 § 104,928 % - $ 75925 $ 28004
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FINDINGS AND QUESTIONED COSTS




COUNTY OF STANISLAUS
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
YEAR ENDED JUNE 30, 2007

Section 1

Financial Statements

1. Type of auditor's report issued:
2. Internal controls over financial reporting:
a. Material weaknesses identified?
b. Deficiencies and significant deficiencies identified
not considered to be material weaknesses?

3. Noncompliance material to financial statements noted?

Federal Awards

1. internal control over major programs:
a. Material weaknesses identified?
b. Deficiencies and significant deficiencies identified
not considered to be material weaknesses?

2. Type of auditor's report issued on compliance
for major programs:

3. Any audit findings disclosed that are required to be
reported in accordance with Circular OMB A-133,
Section 510(a)?

4. ldentification of major programs:

CFDA Number
93.558

93.658
93.778

Food Stamp Cluster:

10.551
10.561

10.561

10.561
10.5567

WIA Cluster:
17.258
17.259

17.260
17 283

17

Summary of Auditor's Results

Ungualified

No
None Reported

No

No

Yes

Qualified

Yes

Program

Temporaty Assistance for
Needy Families

Adoption Assistance

Medical Assistarice Program

Food Stamps

State Administrative Matching
Grants for Food Stamp
Program

Food Stamp Administration —
SAWS CIV Food Stamps

Nutrition Education (PHCA)

Special Support Food Program

WIA — Adult

WIA — Youth

WIA — Dislocated Workers

WIA — Youth Special Program ~
Bridge




COUNTY OF STANISLAUS

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (Continued)

YEAR ENDED JUNE 30, 2007

5. Dollar threshold used to distinguish between

Type A and Type B programs? $3,000,000
6. Auditee qualified as a low-risk auditee under

OMB Circular A-133, Section 5307 No
Section 2

Financial Statement Findings

None Reported

Section 3

Federal Award Findings and Questioned Costs

CFDA 93.659
CFDA 10.551
CFDA 10.551

Program

Finding 07-1
Adoption Assistance

CFDA 93.659
Year: 06/07

Finding 07
Finding 07
Finding 07

Findings/Noncompliance

Compliance Requirement: Eligibility {Income Requirements)

Criteria

Per County procedures, based on the Adoption Assistance Agreement and
inquiry of the adoptive parent, a Federal Eligibility Certification for Adoption
Assistance Program form (AAP-4) is completed by an adoptions social worker
and signed by a Family Services Specialist indicating their review and approval
of the form and the determined eligibility of the child.

Condition

Seven cases out of the forty cases tested for Adoption Assistance Eligibility
facked a signature by a Family Services Specialist on the AAP-4 Eligibility Form.
Although all eligibility determinations were performed properly, a signature is
required fo document that the determinations were correct. The AAP-4 was
preceded by the FC-9. The FC-9 did not require an eligibility workers signature,
but the AAP-4 does require a signature. The time frame for the missing
signatures is from 1988-2001, at which time the County became aware of the
problem. Six cases were between the years from 1988-2001, and one case was
from 2003. This finding was previously identified in 2005 and designated 05-3
and was described as implemented in 2006.

Questioned Costs

None.
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Program

COUNTY OF STANISLAUS

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (Continued)

YEAR ENDED JUNE 30, 2007

Findings/Noncompliance

Finding 07-2
Food Stamps

CFDA 10.551
Year: 06/07

Effect

The failure of the Family Services Specialist to provide a signature to indicate
their review and approval of the determined eligibility could result in the eligibility
of the child being determined incorrectly.

Cause
The previous form (FC9) did not require a signature and county policy requiring a
signature was not implemented until 2001, While we did identify seven cases,

only one case was identified after the signature policy was implemented. This
appears to be an isolated case.

Recommendation

We recommend that staff be reminded of the importance of the review
procedures and steps should be taken to ensure the completeness of all eligibility
forms and that county policy is followed.

Corrective Action Plan

Stanislaus County agrees with the findings. All AAP cases are being reviewed,
looking at the AAP 4 forms for signature, dates and making sure that the correct
eligibility boxes are checked. Staff has been trained and will be reminded in unit
meetings that these forms are to be complete and accurate.

Compliance Requirement: Eligibility (Income Requirements)

Criteria

Eligibility Determination and Benefit Calculations must compute benefits
accurately for eligible recipients.

Condition

We tested eligibility in forty Food Stamp cases and identified the following two
cases which resulted in improper benefit calculations:

Case One: Client's Excess Shelter Costs were inaccurately computed on the
EDBC Summary Report. There were eleven active members in the household,
with nine members being eligible for excess shelter costs since they did not
receive SSI/SSP payments. However, excess shelter costs were calculated
incorrectly by using ten active members in the household, and eight eligible
members.

Case Two: Client's child was improperly exciuded from the EDBC Summary.
According to the Food Stamp Manual, a child cannot be excluded from the EDBC
calculation for failing to report their sponsor’s income to the County unless they
are over the age of 18. However, the clieni's child was only 17 at the time and
should not have been sanctioned.
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Program

Finding 07-3
Food Stamps

CFDA 10.551
Year: 06/07

COUNTY OF STANISLAUS

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (Continued)

YEAR ENDED JUNE 30, 2007

Findings/Noncompliance

Questioned Costs

We did not gquestion costs because the amount questioned would be under the
$10,000 threshold identified in OMB A133 §510(2)(3).

Effect

The clients in the identified cases received benefits that were not caorrectly
calculated.

Recommendation

Ongoing reviews of Eligibility Determination and Benefit Calculations should be
conducted with special focus on large or unusually complicated househoids.
Benefits should be recalculated when errors are found and corrected in a timely
fashion.

Corrective Action Plan

Stanislaus County agrees with these findings. Benefits in the first case cited will
be recomputed to prorate shelter costs correctly. In the second case, Food
Stamp budgets will be recalculated from March 2005 through August 2007 to
correct Food Stamp allotments. Child’s non-compiiance records will be removed
from C-IV.

Compliance Requirement: Eligibility

Criteria

The caunty is required to verify client provided social security numbers as part of
its eligibility determination procedures.

Condition

We tested eligibility in forty Food Stamp cases and noted one case in which the
participant's case files in C-1V lacked verification of social security numbers for all
household members who were determined to be eligible.

Questioned Costs

None.
Effect

County is not performing required procedures regarding verification of all eligible
household members social security numbers.
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Program

COUNTY OF STANISLAUS
SCHEDULE OF FINDINGS AND QUESTIONED COSTS (Continued)
YEAR ENDED JUNE 30, 2007

Findings/Noncompiliance

Recommendation

All eligible household members should have their social security numbers verified
and the case review process should ensure that this has been completed.

Corrective Action Plan

Stanislaus County agrees with this finding. County will verify social security
numbers of all eligibie household members for this case and reinforce the
importance of verification with eligibility determination staff.
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Audit Reference
Number

COUNTY OF STANISLAUS
SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
FOR THE YEAR ENDED JUNE 30, 2007

Status of Prior Year Audit Findings

Finding 06-1
Medical Assistance
Program

CFDA 83.778

Finding 06-02
Medical Assistance
Program

CFDA 93.778

Finding 06-03
Medical Assistance
Program

CFDA 93.778

Finding 06-04
Temporary
Assistance for
Needy Famities
CFDA 93.558

Recommendation

We recommend that the Department review this omission to request, review, and
compare the IEVS to information in the case record and attempt to determine why
the current system of controls failed. We further recommend that the Department
remind the eligibility workers that the IEVS must be signed after it is reviewed.
Status

Implemented.

Recommendation

We recommend that the Department review this incorrect alien coding and
omission to obtain evidence of legal permanent resident status and determine
whether (1) this is an isolated instance of noncompliance; or (2) procedures can be
implemented to prevent recurrence. |f necessary, we recommend that the County
modify internal controls regarding alien status.

Status

Implemented.

Recommendation

We recommend that the Department review and correct, if necessary, its process
of making sure that individuals who become ineligible for Medi-Cal due to change
in their circumstances do not continue to receive benefits.

Status

tmplemented.

Recommendation

We recommend that the County review and improve its internal control system of
ensuring that each aduit individual who does not participate in WTW is sanctioned,
as required.

Status

Imptemented.
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COUNTY OF STANISLAUS
SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS (Continued)
FOR THE YEAR ENDED JUNE 30, 2007

Finding 06-05 Recommendation

Adoption

Assistance The circumstances in this case, that is, that the child came from a public adoptions
CFDA 93.65% agency, are highly unusual. However, the fact that the Department indicates that

the new system could have changed the aid code is of concern. We recommend
that the Department investigate whether or not the C-IV system changed the aid
code, determine what types of cases might have been affected and what corrective
action is necessary.

Status

Implemented.
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INDEPENDENT AUDITOR’S REPORT

Honorable Grand Jury and board of Supervisors

Stanislaus County Health Services Agency Clinic and
Ancillary Services Enterprise Fund

Modesto, California

We have audited the accompanying financial statements of Stanislaus County Health
Services Agency Clinic and Ancillary Services Enterprise Fund (Agency Services Fund)
of the County of Stanislaus, California (County) as of and for the year ended June 30,
2007, as listed in the foregoing table of contents. These financial statements are the
responsibility of the Agency Services Fund's management. Our responsibility is to
express an opinion on these financial statements based on our audit.

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

As discussed in Note 1, the financial statements present only the Agency Services Fund
and do not purport to, and do not, present fairly the financial position of the County as of
June 30, 2007, and the changes in its financial position and cash flows, where applicable,
for the year then ended in conformity with accounting principles generally accepted in the
United States of America.

In our opinion, the financial statements referred to above present fairly, in all material
respects, the financial position of Agency Services Fund as of June 30, 2007, and the
changes in financial position and cash flows thereof for the year then ended in conformity
with accounting principles generally accepted in the United States of America.

REGISTERED with the Public Company Accounting Oversight Board and MEMBER of the American Institute of Certified Public Accountants




The Agency Services Fund has not presented management’s discussion and analysis that accounting
principles generally accepted in the United States of America has determined necessary to supplement,
although not required to be part of, the basic financial statements.

In accordance with Government Auditing Standards, we have also issued our report dated January 9,
2008 on our consideration of the County's internal control over financial reporting as it relates to the
Agency Services Fund and on our tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements and other matters. The purpose of that report is to describe the scope
of our testing of internal control over financial reporting and compliance and the results of that testing, and
not to provide an opinion on the internal control over financial reporting or on compliance. That report is
an integral part of an audit performed in accordance with Government Auditing Standards and should be
considered in assessing the results of our audit.

BROWN ARMSTRONG PAULDEN
McCOWN STARBUCK THORNBURGH & KEETER
ACCOUNTANCY CORPORATION

-~ v
& N\ ,

Bakersfield, California
January 9, 2008




STANISLAUS COUNTY HEALTH SERVICES AGENCY
CLINIC AND ANCILLARY SERVICES ENTERPRISE FUND
STATEMENT OF NET ASSETS (DEFICIT)

JUNE 30, 2007

2007
ASSETS
CURRENT ASSETS
Receivables:
Patient, net of uncollectibles $ 4,548,434
Other 4,558,609
Inventory 424,763
Prepaid expenses 93,034
Due from other county funds 774,462
Total Current Assets 10,399,302
ASSETS LIMITED AS TO USE
Investments held by trustee under indenture agreement 163,265
CAPITAL ASSETS, NET 2,312,386
Total Assets $ 12,874,953
LIABILITIES AND NET ASSETS (DEFICIT)
CURRENT LIABILITIES
Accounts payable $ 1,725,371
Salaries and benefits payable 1,013,669
Due to other County funds 5,319,953
Current portion of long term debt 1,583,222
Current portion of compensated absences 95,948
Total Current Liabilities 9,738,163
NONCURRENT LIABILITIES
Long term debt 18,791,657
Compensated absences 1,160,192
Total Noncurrent Liabilities 19,951,849
Total Liabilities 29,690,012
NET ASSETS (DEFICIT)
Investment in capital assets, net of related debt 1,389,585
Restricted net assets 163,265
Unrestricted (deficit) (18,367,909)
Total Net Assets (Deficit) (16,815,059)
Total Liabilities and Net Assets (Deficit) $ 12,874,953

The accompanying notes are an integral part of these financial statements.
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STANISLAUS COUNTY HEALTH SERVICES AGENCY
CLINIC AND ANCILLARY SERVICES ENTERPRISE FUND
STATEMENT OF REVENUES, EXPENSES AND
CHANGES IN FUND NET ASSETS (DEFICIT)

FOR THE YEAR ENDED JUNE 30, 2007

2007

OPERATING REVENUES
Net patient senice $ 27,577,774
Other operating 5,154,658
Total Operating Revenues 32,732,432

OPERATING EXPENSES
Salaries and benefits 19,628,877
Senvices and supplies 18,071,971
Administrative senices 6,835,098
Depreciation 323,841
Total Operating Expenses 44,859,787

Operating Loss

NONOPERATING REVENUES (EXPENSES)

(12,127,355)

Interest expense (1,400,574)
Intergovernmental 448,809
Interest income 9,684
Gain/(loss) on disposal of capital assets (14,465)
Net Nonoperating Revenues (Expenses) (956,546)
Net Loss Before Contributions and Transfers (13,083,901)
Transfers to other County funds (411,250)
Transfers from other County funds 15,301,752
Change in Net Assets 1,806,601

Net Assets (Deficit), Beginning of Year - As Restated

Net Assets (Deficit), End of Year

(18,621,660)

5 (16:815050)

The accompanying notes are an integral part of these financial statements.
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STANISLAUS COUNTY HEALTH SERVICES AGENCY
CLINIC AND ANCILLARY SERVICES ENTERPRISE FUND
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED JUNE 30, 2007

CASH FLOWS FROM OPERATING ACTIVITIES

Cash received from customers and users
Cash received from County senices
Cash paid for County senices

Cash paid to suppliers

Cash paid to employees

Net Cash Used for Operating Activities

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES

Transfers to other County funds
Transfers from other County funds
Intergovernmental revenue
Payment on interfund note payable

Net Cash Provided by Noncapital Financing Activities

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES
Payments on capital lease obligations

Principal paid on certificates of participation

Interest paid

Purchase of capital assets

Interest income

Cash proceeds from disposal of capital assets

Net Cash Used for Capital Financing Activities
Net Increase in Cash and Cash Equivalents
Cash and Cash Equivalents, Beginning of Year

Cash and Cash Equivalents, End of Year

The accompanying notes are an integral part of these financial statements.

5

2007

$ 30,085,791

2,786,956

(3,711,265)
(21,207,177)
(20,663,226)

(12,708,921)

(411,250)

15,301,752
448,809

(1,105,213)

14,234,098

(170,930)
(152,800)
(1,273,819)
(71,216)
9,684
133,904

(1,525,177)




STANISLAUS COUNTY HEALTH SERVICES AGENCY
CLINIC AND ANCILLARY SERVICES ENTERPRISE FUND
STATEMENT OF CASH FLOWS (Continued)

FOR THE YEAR ENDED JUNE 30, 2007

RECONCILIATION OF OPERATING LOSS TO NET
CASH USED FOR OPERATING ACTIVITIES
Operating loss
Adjustments to reconcile operating loss to net cash used
for operating activities:
Depreciation expense
Changes in current assets and liabilities:
Patient accounts receivable
Other receivables
Inventory
Prepaid expenses
Due from County
Accounts payable
Salaries and benefits payable
Due to County
Compensated absences

Total Adjustments

Net Cash Used for Operating Activities

2007

$ (12,127,355)

323,841

1,787,075
(2,900,992)
104,120
(30,680)
(727,148)
434,939
(1,059,451)
1,461,628
25,102

(581,566)

$ (12,708,921)

The accompanying notes are an integral part of these financial statements.
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STANISLAUS COUNTY HEALTH SERVICES AGENCY
CLINIC AND ANCILLARY SERVICES ENTERPRISE FUND
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2007

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A

Reporting Entity

Stanislaus County Health Services Agency Clinic and Ancillary Services Enterprise Fund (Agency
Services Fund) was organized as an enterprise fund of the County of Stanislaus (County) July 1,
1980, pursuant to a County Board of Supervisors' Resolution.

On October 28, 1997, the County Board of Supervisors approved closure of their inpatient treatment
facility (formerly known as "Stanislaus County Medical Center") as an acute care provider, effective
November 30, 1997. In connection with this closure, the County has entered into an agreement with
Tenet Health Systems/Doctors Medical Center for the provision of inpatient and emergency medical
services to medically indigent residents of Stanislaus County and inmates of Stanislaus correctional
institutions. The County, within the Agency Services Fund, continues to operate various clinics and
health service centers throughout the County.

It is the intent of the County Board of Supervisors that the cost of providing goods or services to the
general public on a continuing basis be financed or recovered primarily through user charges.
Management of the Agency Services Fund establishes standard charges for all services provided by
the Agency Services Fund.

The financial statements of the Agency Services Fund are intended to present the financial position,
results of operations and cash flows of only the portion of the funds of the County of Stanislaus that is
attributable to the Agency Services Fund and is not intended to present fairly the financial position
and results of operations of the County of Stanislaus in conformity with Generally Accepted
Accounting Principles.

The Agency Services Fund's financial statements are included in the basic financial statements of the
County.

Financial Accountability

The Agency Services Fund is subject to budgetary and other oversight controls by the County Board
of Supervisors. Fiscal management of the Agency Services Fund is the responsibility of Agency
Services Fund management personnel. The Agency Services Fund's cash balances are deposited
with and managed by the County Treasurer.

Basis of Presentation and Accounting

Government-Wide Financial Statements

Governmental Accounting Standards Statement No. 34 (GASB 34) implemented an additional set of
statements called the government-wide financial statements and consisting of the Statement of Net
Assets and the Statement of Activities. Since the Agency Services Fund is a stand-alone enterprise
fund, the government-wide Statement of Net Assets and Statement of Activities are identical to the
financial statements presented on page 3 and page 4, respectively. However, the Agency Services
Fund has not presented the management's discussion and analysis (MD&A) as requlred
supplementary information under GASB 34.



NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

C. Basis of Presentation and Accounting (Continued)

Fund Financial Statements

The County uses funds to report on its financial position and the results of its operations. Fund
accounting is designed to demonstrate legal compliance and aid financial management by
segregating transactions related to certain government functions or activities. The Fund's resources
are allocated to and accounted for in these financial statements as an enterprise fund type of the
proprietary fund group. The enterprise fund is used to account for operations that are financed and
operated in a manner similar to private business enterprises, where the intent of the governing body
is that the cost (expenses, including depreciation) of providing goods or services to the general public
on a continuing basis be financed or recovered primarily through user charges or where the
governing body has decided that periodic determination of revenues earned, expenses incurred,
and/or net income is appropriate for capital maintenance, public policy management control,
accountability, or other policies.

The measurement focus of the accompanying financial statements of the Agency is on the flow of
economic resources and the accrual basis of accounting in accordance with generally accepted
accounting principles as applicable to governmental units. Revenues are recognized when earned
and expenses are recorded when incurred.

The Agency Services Fund uses the accounting principles applicable to a similar private business
enterprise, where the cost of providing services to the public on a continuing basis is recovered
through user fees.

Patient service revenues are recorded based on standard charges applicable to all patients. Net
patient service revenues include amounts estimated by management to be reimbursable by the
Medicare and Medi-Cal programs and private insurance contracts under applicable law, regulation
and program instructions. Amounts received are generally less than the established standard
charges and differences are reported as deductions from gross patient service revenues (contractual
allowances). Final determination of amounts earned for certain Medicare and Medi-Cal patients is
subject to review by appropriate program representatives. Subsequent adjustments, if any, arising
from such reviews are recorded in the year the final settlement becomes known.

The Agency Services Fund provides care to patients who meet certain criteria under its charity care
policy without charge or at amounts less than its established rates. Because the Agency Services
Fund does not pursue collection of amounts determined to qualify as charity care, they are not
reported as revenue. .

Gifts, grants and bequests not restricted by donors are reported as non-operating revenues, as are
income from and realized gains and losses on investments.

Operating revenues, such as charges for services, results from exchange transactions associated
with the principal activity of the fund. Exchange transactions are those in which each party receives
and gives up essentially equal values. Operating expenses include the cost of sales and services,
administrative expenses, and depreciation on capital assets. Nonoperating revenues, such as
subsidies and investment earnings, result from nonexchange transactions or ancillary activities.

D. Accounting Standards

Pursuant to Government Accounting Standards Board (GASB) Statement No. 20, Accounting and
Financial Reporting for Proprietary Funds and Other Governmental Entities that Use Proprietary Fund
Accounting, the Agency Services Fund has elected to apply the provisions of all relevant
pronouncements of the Financial Accounting Standards Board (FASB) and Accounting Principles
Board opinions based on or before November 30, 1989 unless those pronouncements conflict with or
contradict GASB pronouncements in which case GASB prevails.




NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

E.

G.

Cash Equivalents

For purposes of the statement of cash flows, the Agency Services Fund considers all unrestricted
highly liquid debt instruments purchased with a maturity of three months or less and its equity in the
County Treasurer's Investment Pool to be cash equivalents.

Inventories

Inventories consist primarily of pharmaceuticals and supplies and are stated at the lower of cost (first-
in, first-out) or market.

Capital Assets

Property, plant and equipment are recorded at cost or, if donated, at fair value at the date of receipt.
A purchase or receipt of assets is capitalized if the item is over $1,000 with a useful life of 3 years.
Depreciation is provided over the estimated useful life of each class of depreciable asset and is
computed using the straight-line method.

Equipment under capital leases is amortized on the straight-line basis over the estimated useful life of
the equipment. Useful lives for property, plant and equipment are as follows:

Building and improvements 10 to 60 years
Equipment 5 to 20 years

Maintenance, repairs and replacements are charged to operations, whereas major renewals and
betterments are capitalized and depreciated. Upon disposition or retirement of assets, the
undepreciated cost less proceeds from sale, if any, is reflected in non-operating revenue or expense
in the year of disposition.

Use of Estimates

The preparation of the financial statements in conformity with accounting principles generally

accepted in the United States of America requires management to make estimates and assumptions

that affect certain reported amounts and disclosures. Actual results could differ from these estimates.

Net Assets

In the basic financial statements net assets are displayed in three components:

1. Invested in capital assets, net of related debt — consists of capital asses, net of accumulated
depreciation and reduced by the outstanding balances of any bonds, notes or other borrowings
that are attributable to the acquisition, construction, or improvement of those assets.

2. Restricted net assets — consist of net assets with constraints placed on their use either by 1)
external groups such as creditors, grantors, contributors, or laws or regulations of other
governments or 2) law through constitutional provisions or enabling legislation.

3. Unrestricted net assets — all other net assets that do not meet the definition of invested in capital
assets, net of related debt or restricted.




NOTE 2 - CASH AND INVESTMENTS

The Agency Services Fund's pooled cash and investments are invested pursuant to investment policy
guidelines established by the County Treasurer. The pooled cash fund is accounted for separately and
interest earned is apportioned quarterly to the Agency Services Fund based on the relationship of its daily
balance to the total of pooled cash. Disclosures in accordance with Government Accounting Standards
Board Statements are included in the basic financial statements of the County. The Treasurer's
investments and policies are overseen by the Stanislaus County Treasury Oversight Committee.

Investments held by trustee consists of the Agency Services Fund's portion of the proceeds from the
Series 1997 B Certificates of Participation that remain for debt service reserve requirements and are held
outside of the County pool. The investments are held in a guaranteed investment contract (GIC) that
matures on June 1, 2012 and is not rated.

NOTE 3 - CHARITY CARE

The Agency Services Fund maintains records to identify and monitor the level of charity care it provides.
These records support the following two categories of uncompensated services: services related to
patient care and services associated with community involvement.

Estimated equivalent percentage of charity care
Patients to all patients serviced 13.62%

During the fiscal year ended June 30, 2007, funding from the County for care for the indigent exceeded
the gross services charges incurred to provide care to these patients. Thus, patient care services forgone
and estimated costs and expenses incurred to provide uncompensated patient care are $3,743,581. The
estimated equivalent percentage of charity care patients to all patients serviced represents the
percentage of patients to whom care was provided who do not have the ability to pay for that coverage
compared to all patients serviced.

NOTE 4 - CONTRACTUAL ALLOWANCES AND UNCOLLECTIBLE ACCOUNTS

Patient service revenue is reported net of provisions for contractual allowances in the accompanying
statements of revenues and expenses. The provisions for contractual allowances for the year ended June
30, 2007 were as follows:

Medicare contractual allowance $ 3,277,421
Medi-Cal contractual allowance 6,161,190
Contract insurance contractual allowances 15,285,797

$ 24,724,408

Altowances to reduce patient accounts receivable to estimated collectible amounts at June 30, 2007
consisted of:

Medicare $ 672,545
Medi-Cal 1,526,192

Allowance for contract insurance contractual
allowances and uncollectible accounts 16,558,740
$ 18,757,477
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NOTE 5 - COST REPORT SETTLEMENTS

Prior to November 1997, the Medicare program provided for reimbursement based on prospectively
determined rates per discharge or the cost of service provided to program patients (Note 6). The Medi-
Cal program provided for reimbursement based on cost per patient day or service provided. Estimates of
the amounts to be paid to third parties are included in the accompanying statement of net assets. Final
determination of amounts due for services to program patients is made when the cost reports are settled
with respective administrative agencies, and any adjustments are made in the period such amounts are
finally determined. Medicare and Medi-Cal cost reports have been audited by their respective agencies
through June 30, 2006.

NOTE 6 — THIRD PARTY REIMBURSEMENTS

The Agency Services Fund provides clinical and ancillary outpatient services to Medicare and Medi-Cal
patients under separate contractual agreements with each program. Reimbursements for these services
are based on a fee-for-service methodology utilizing prospectively determined fee schedules with both
programs.

Reimbursement for Medicare outpatient services was previously determined on a cost-related basis until
closure of the inpatient facility in November 1997.

NOTE 7 — RELATED PARTY TRANSACTIONS

Medically Indigent Patient Care — The County is responsible for medically indigent patient care under
California Assembly Bill 799 and has established rates at which it pays the Agency Services Fund for
related services. The Agency Services Fund received approximately $7.8 million from Health Services
Agency — Indigent Healthcare Program Legal Budget Unit, in 2007 for medically indigent patient care
provided.

Due to Other County Funds — The Agency has borrowed $5.3 million from other County Funds to cover
the Agency’s deficit cash balance at June 30, 2007.

Interfund Note Payable — In 2004, the Board of Supervisors authorized an interfund note payable to the
Clinics and Ancillary Enterprise Fund from the County’s Investment Trust Fund. The note payable was to
cover the Agency's significant cash deficit resulting since the closure of the hospital. The note will be
repaid with interest by 2021. Interest paid on this borrowing during 2007 was $904,397.

Administrative Services — The General Fund and the Health Services Agency Administration Fund
provide certain administrative services to the Clinics and Ancillary Enterprise Fund. Expenses in the
accompanying financial statements include an allocation from these funds for the cost of providing these
services in the amount of $6,835,098 in 2007.
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NOTE 8 — CAPITAL ASSETS

The following table summarizes the changes in capital assets for the year ended June 30, 2007:

Balance at Balance at
June 30, 2006 Additions Deletions June 30, 2007
Capital Assets Being Depreciated:
Building and improvements $ 11,970,802 $ - $ (321,289) $ 11,649,603
Equipment 6,739,418 208,060 (512,191) 6,435,287
Information system 10,443 - (865) 9,578
Total Capital Assets,
Being Depreciated 18,720,753 208,060 (834,345) 18,094,468
Less Accumulated Depreciation for:
Building and improvements (10,426,337) (139,809) 318,054 (10,248,092)
Equipment (5,442,708) (448,799) 367,092 (5,524,415)
Information system (10,408) - 833 (9,575)
Total Accumulated Depreciation (15,879,453) (588,608) 685,979 (15,782,082)
Total Capital Assets $ 2,841,300 $ (380,548) $ (148,366) $ 2,312,386

NOTE 9 — LONG-TERM DEBT

The following summarizes the activity in long-term debt for the fiscal year ended June 30, 2007:

Balance at Balance at Current

June 30, 2006  Additions Retirements  June 30, 2007 Portion
Interfund note payable $ 20,557,292 $ - $(1,105,213) $ 19,452,079 $1,381,637
Capital leases 212,076 - (170,931) 41,145 41,145
Certificates of participation 1,034,456 - (152,800) 881,656 160,440
Compensated absences 1,231,038 25,102 - 1,256,140 95,948

Total Long-Term Debt $ 23,034,862 $ 25102 $(1,428,944) $ 21,631,020 $1,679,170
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NOTE 9 — LONG-TERM DEBT (Continued)

Interfund Note Payable

During the year ended June 30, 2004, the Board of Supervisors authorized an interfund note payable in
the amount of $20,489,032, which equated to the Agency Service Fund's negative position in the
County's pooled cash and investment as of June 30, 2003. This amount was borrowed from the County's
Investment Trust Fund. During the year ended June 30, 2005, the Board of Supervisors recommended
that the note between the County's Investment Trust Fund and the Agency Services Fund be amended to
include the June 30, 2004 cash deficit of $3,236,112. The note is now expected to be repaid with interest
by 2021. The interest will be credited each year end based on the Treasurer's pool rate. Annual
transfers from the County's General Fund, which represent the interest generated from the $50 million
tobacco settlement, will be the source to retire the note. The following summarizes the debt service
requirements of the interfund note payable as of June 30, 2007:

Year Ending
June 30, Principal Interest Total
2008 $ 1,381,637 $ 695,017 $ 2,076,654
2009 1,026,501 733,950 1,760,451
2010 1,246,634 752,253 1,998,887
2011 1,327,893 689,020 2,016,913
2012 1,413,385 621,716 2,035,101
2013-2017 8,513,090 1,941,020 10,454,110
2018-2021 4,542,939 137,164 4,680,103
Total $ 19,452,079 $ 5,570,140 $ 25,022,219
Capital Leases

The Agency Services Fund leases certain equipment under capital leases. Future minimum lease
payments at June 30, 2007 are:

Year Ending
June 30, Total
2008 $ 41,559
Total 41,559
Less: Amount representing interest (414)

Present value of future minimum lease payments
for equipment used by the Agency Senices Fund $ 41,145

Equipment under capital leases had a cost of approximately $830,414 and accumulated depreciation of
approximately $495,021 at June 30, 2007.
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NOTE 9 - LONG-TERM DEBT (Continued)
Certificates of Participation

On December 16, 1997, the County, through the Stanislaus County Capital Improvements Financing
Authority, issued $10,630,000 of Certificates of Participation at a weighted average interest rate of 4.43%.
The Agency Services Fund's portion of this issue amounted to $1,524,944. These proceeds were used to
advance refund the Agency Services Fund's portion of the 1992 Series A Certificates of Participation.
The Agency Services Fund is obligated to make annual principal payments and semi-annual interest
payments on the 1997 Certificates at rates between 3.75% and 5.00% through June 1, 2012. The debt
service requirements are as follows:

Year Ending
June 30, Principal Interest Total
2008 $ 160,440 $ 43,090 $ 203,530
2009 168,080 35,549 203,629
2010 175,720 27,481 203,201
2011 183,360 18,871 202,231
2012 194,056 9,703 203,759
Total $ 881,656 $ 134,694 $ 1,016,350
Compensated Absences

All regular employees of the County earn vacation and sick leave with pay every year. The amount of
vacation and sick hours earned is based on the years of continuous service and the bargaining units to
which the employees belong. All employee bargaining units have vacation accumulation limits. Also,
regular employees are given credit for 8 hours of sick leave each month of employment with limited
accumulation.

After at least six months of County service, most regular employees upon separation are entitled to all
unused vacation time accumulation. Most regular employees are entitled to a portion of accumulated sick
leave after six years of service, depending on age, years of service, and bargaining unit.

At the close of each fiscal year, the balance of this accumulated time at the last pay period is computed
for each employee at the current salary range. In the financial statements, these amounts are referred to
as "compensated absences." An average of all termination payments since July 1986 is used to compute
the amount that is expected to be liquidated with expendable available financial resources. For the
Agency Services Fund the total liabilities for compensated absences are recorded as a fund liability.
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NOTE 10 - OPERATING LEASES

The Agency Services Fund also leases various real estate for clinic use under operating leases. The
rental expense for all operating leases was $1,238,509 during the year ended June 30, 2007. The site
leases have lease terms from 2 to 20 years which expire through 2022. Minimum commitments for non-
cancellable leases in effect at June 30, 2007 were:

Year Ending
June 30, Total
2008 $ 1,251,111
2009 1,192,107
2010 1,171,474
2011 1,171,474
2012 1,218,406
2013-2017 5,979,490
2018-2022 4,607,040
2023-2027 4,249,670
2028-2032 4,625,126
Total $ 25,465,898

NOTE 11 - RISK MANAGEMENT

The Agency Services Fund is exposed to various risks of loss related to torts: thefts of, damage to, and
destruction of assets; errors and omissions; injuries to employees; and natural disasters.

As an enterprise fund, the Agency Services Fund patrticipates in the same risk management programs as
the County.

The County has a risk management program with respect to workers' compensation, general and
professional liability, unemployment, vision and dental care. Under its existing workers' compensation
insurance plan, the County is responsible for $500,000 per occurrence, with a commercial insurance
company providing certain liability coverage for up to $5,000,000. The general liability insurance covers
property damage, personal injury, auto, and public officials’ errors and omissions. General liability, auto,
and public officials’ errors and omissions are the County's responsibility for up to $250,000 per
occurrence, with the excess insured by the CSAC Excess Insurance Authority for up to $9,750,000. The
County has also purchased optional excess liability coverage in the amount of $10,000,000. Property
damage is insured by a commercial carrier for $464,552,000 with a $10,000 deductible. Unemployment,
vision care, and dental insurance are the responsibility of the County. Limited exposure preciudes the
need for outside coverage.

The Agency Services Fund participates in the medical malpractice program administered by the CEO
Risk Management Division. Under this program, the County has a self-insured retention of $500,000 per
occurrence and pays all defense costs. The County also carries excess insurance coverage up to
$10,000,000 per claim. The County charges the Agency Services Fund for the estimated cost of current
claims and reserve for claims incurred but not reported. Total malpractice insurance charges for the
Agency Services Fund were $720,033 for 2007.

NOTE 12 — RETIREMENT PLAN

The County is a major participant in the Stanislaus County Employees' Retirement Association
(STANCERA), a retirement system organized under the 1937 Retirement Act. STANCERA is a cost-
sharing multiple-employer Public Employees Retirement System (PERS). STANCERA provides
retirement and disability benefits, annual cost-of-living adjustments, death benefits and combined
medical/dental insurance of certain retirees and their dependents. As a fund of the County, the Agency
Services Fund is also a participant in STANCERA. See the County's financial statements for further
information. The Agency Services Fund's contribution to STANCERA for the years ending June 30, 2005,
2006, and 2007 were $1,230,974, $1,209,506, and $1,295,776, respectively.
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NOTE 13 - OTHER OPERATING REVENUE

Other operating revenue consists of:

Doctors Medical Center revenues $ 4,000,000
Donations 26,606
Miscellaneous 1,128,052

Total Other Operating Revenue $ 5,154,658

NOTE 14 - CONCENTRATIONS OF CREDIT RISK

The Agency Services Fund grants credit without collateral to its patients, most of whom are local
residents and are insured under third-party payer agreements. The mix of receivables from patients and
third-party payers at June 30, 2007 was as follows:

Medicare 7%
Medi-Cal 12%
HMO and PPO 60%
Other 21%

Total 100%

In May of 2006 the Health Services Agency received notification from DHS informing us of the additional
impact from the implementation of AB963 regarding treatment room charges.

AB 963 permits reimbursement for Medi-Cal services to community clinics, which were operated by a
county that on or before November 30, 1997, ceased to operate a county-operated hospital with an
outpatient department. County operated community clinics fulfilling these criteria will be reimbursed for
Medi-Cal using the same methodology used for reimbursement of licensed surgical center to the extent
federal financial participation is available.

The notification indicated that claims that have already been adjudicated prior to May 1, 2006, for the use
of treatment room will be reprocessed. The reprocessing will include previously denied room charges for
dates of service on January 1, 2002 to present. None of these payments were received in FY05/06. The
payments began flowing after July 1, 2006. All of these denied room charges are reflected in the 6/30/06
Accounts Receivable balances so there is no financial impact other than increased cash receipts for
FY06/07 totaling $574,077.

Given that there is no retroactivity clause in AB963 it is unlikely that the Agency Services Fund will
receive reimbursement for the denied Medi-Cal charges related to the use of the examining or treatment
rooms at the Agency Service Fund's various clinics for the period of March 1, 1998 — June 30, 2001.
Accordingly, the patient receivables and the reserve will be adjusted.

NOTE 15 — NET ASSETS (DEFICIT)

The Agency Services Fund reported a deficit net assets of $(16,815,059) at June 30, 2007. The deficit is
the result of the Agency Services Fund not receiving full reimbursement for the costs of patient services
and the increased costs to provide services to the patients. As disclosed in Note 9, the Board of
Supervisors authorized an interfund note that is expected to be repaid with interest generated from the
$50 million tobacco settiement.

16




NOTE 16 — PRIOR PERIOD ADJUSTMENTS

The Agency’s beginning net assets (deficit) has been restated due to overstatement of prior year patient
revenue and receivables:

Net Assets (Deficit) - As Previously Reported $ (13,395,101)
Prior Period Adjustments (5,226,559)
Net Assets (Deficit) - As Restated $ (18,621,660)

NOTE 17 - SUBSEQUENT EVENTS

In August 2006, the Health Services Agency submitted an application to the Bureau of Primary Health to
obtain the Federally Qualified Health Center Look-Alike Designation, which, if awarded, would result in
higher Federal and State Medi-Cal and Medicare reimbursement. In September 2007, the Agency was
informed that it's application for the designation had been approved. As a result of this designation, it is
estimated that the Agency will receive enhanced patient revenues estimated at approximately $6.4 million
annually.

Beginning the 2007-2008 Fiscal Year, the Health Services Agency faced a number of challenges and
among the most significant was the ongoing restructuring of the Agency to ensure its fiscal viability. At
the adoption of the Proposed Budget in June 2007, the Clinics and Ancillary Services Budget reflected an
unmet need of approximately $12.6 million. Based on this need, a Strategic Planning Team was formed
with members from the Health Services Agency, the Chief Executive Office as well as HFS Consultants.
The team was charged with identifying cost saving initiatives as well as revenue enhancements that
would close this gap. To date, the team has identified 52 initiatives, which have been approved by the
Board of Supervisors. Included in the approved initiatives were the following cost savings measures —
elimination of the Clinical Laboratory, reduction in Radiology services and reduction in the Urgent Care
hours.
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Andrew J. Paulden, CPA
Peter C. Brown, CPA

Burton H. Armstrong, CPA, MST INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER
Harvey J. McCown, CPA FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS
i‘ﬁ::;‘ 112 ]Sg:;:’:fkcpcjff‘ BASED ON AN AUDIT OF THE BASIC FINANCIAL STATEMENTS PERFORMED
Chris M. Thomburgh, CPA IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Eric H. Xin, MBA, CPA

Lynn R. Krausse, CPA, MST

Rosalva Flores, CPA

Connie M. Perez, CPA Honorable Grand Jury and Board of Supervisors
Sharon Jones, CPA, MST Stanislaus County Health Services Agency Clinic and
Diana H. Branthoover, CPA Ancillary Services Enterprise Fund

Thomas M. Young, CPA . .
Alicia Montgomery, CPA, MBA Modesto, California

Matthew Gilligan, CPA
Hanna J. Sheppard, CPA

Ryan J. Nielsen, CPA We have audited the financial statements of the Stanislaus County Health Services
Jian Ou-Yang, CPA Agency Clinic and Ancillary Services Enterprise Fund (Agency Services Fund) of the
Ryan S. Johnson, CPA county of Stanislaus, California (County), as of and for the year ended June 30, 2007,
Michael C. Olivares, CPA and have issued our report thereon dated January 9, 2008. We conducted our audit in

Amanda Fedewa, CPA
Jialan Su, CPA
Ariadne S. Prunes, CPA

accordance with auditing standards generally accepted in the United States of America
and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptrolier General of the United States. We considered the
County’s internal control over financial reporting (internal control) as a basis for designing
our auditing procedures for the purpose of expressing our opinion on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of its
internal control. Accordingly, we do not express an opinion on the effectiveness of the
County’s internal control.

A control deficiency exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions,
to prevent or detect misstatements on a timely basis. A significant deficiency is a control
deficiency, or combination of control deficiencies, that adversely affects the entity’s ability
to initiate, authorize, record, process, or report financial data reliably in accordance with
generally accepted accounting principles such that there is more than a remote likelihood
that a misstatement of the entity’s financial statements that is more than inconsequential
will not be prevented or detected by the entity’s internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies,
that results in more than a remote likelihood that a material misstatement of the financial
statements will not be prevented or detected by the entity’s internal control.

Our consideration of internal control was for the limited purpose described in the first
paragraph and would not necessarily identify all deficiencies in internal control that might

be significant deficiencies or material weaknesses. We did not identify any deficiencies
in internal control that we consider to be material weaknesses, as defined above.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the financial statements are free of material
misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts
and grant agreements, noncompliance with which could have a direct and material effect on the
determination of financial statement amounts. However, providing an opinion on compliance with those
provisions was not an objective of our audit and, accordingly, we do not express such an opinion. The
results of our tests disclosed no instances of noncompliance or other matters that are required to be
reported under Government Auditing Standards.

We noted certain matters that we reported to management of the Agency Services Fund in a separate
letter dated January 9, 2008.

This report is intended solely for the information and use of the Grand Jury, Board of Supervisors, and
management and is not intended to be and should not be used by anyone other than these specified
parties.

BROWN ARMSTRONG PAULDEN
McCOWN STARBUCK THORNBURGH & KEETER
ACCOUNTANCY CORPORATION

Bakersfield, California
January 9, 2008
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REQUIRED COMMUNICATION TO THE MEMBERS OF THE
BOARD IN ACCORDANCE WITH PROFESSIONAL STANDARDS

To the Board of Supervisors i
Stanislaus County Health Services Agency
Clinic and Ancillary Services Enterprise Fund

We have audited the financial statements of the Stanislaus County Health Services
Agency Clinic and Ancillary Services Enterprise Fund (HSA), for the year ended June 30,
2007, and have issued our report thereon dated January 9, 2008. Professional standards
require that we provide you with the following information related to our audit.

Our Responsibility under U.S. Generally Accepted Auditing Standards
Our responsibility, as described by professional standards, is to plan and perform our

audit to obtain reasonable, but not absolute, assurance that the financial statements are
free of material misstatement and are fairly presented in accordance with U.S. generally
accepted accounting principles. Because an audit is designed to provide reasonable, but
not absolute, assurance and because we did not perform a detailed examination of all
transactions, there is a risk that material misstatements may exist and not be detected by
us.

As part of our audit, we considered the internal controls of HSA. Such considerations
were solely for the purpose of determining our audit procedures and not to provide any
assurance concerning such internal controls.

Significant Accounting Policies
Management has the responsibility for selection and use of appropriate accounting

policies. In accordance with the terms of our engagement letter, we will advise
management about the appropriateness of accounting policies and their application. The
significant accounting policies used by HSA are described in Note 1 to the financial
statements.

We noted no transactions entered into by HSA during the year that were both significant
and unusual, and of which, under professional standards, we are required to inform you,
or transactions for which there is a lack of authoritative guidance or consensus.

Accounting Estimates
Accounting estimates are an integral part of the financial statements prepared by

management and are based on management's knowledge and experience about past
and current events and assumptions about future events. Certain accounting estimates
are particularly sensitive because of their significance to the financial statements and
because of the possibility that future events affecting them may differ significantly from
those expected. The most sensitive estimate affecting the financial statements was the
allowance for doubtful accounts.
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Significant Audit Adjustments

For purposes of this letter, professional standards define an audit adjustment as a proposed correction of
the financial statements that, in our judgment, may not have been detected except through our auditing
procedures. An audit adjustment may or may not indicate matters that could have a significant effect on
HSA's financial reporting process (that is, cause future financial statements to be materially misstated).
We proposed one audit adjustment that could in our judgment, either individually or in the aggregate,
have a significant effect on HSA's financial reporting process. The adjustment was the result of a
significant number of credit balances being contained in the accounts receivable aging report. The entry
resulted in an increase in accounts receivable in the amount of $537,455, an increase in accounts
payable in the amount of $446,313, and a decrease in bad debt expense in the amount of $91,142.

Disagreements with Management

For purposes of this letter, professional standards define a disagreement with management as a matter,
whether or not resolved to our satisfaction, concerning a financial accounting, reporting, or auditing matter
that could be significant to the financial statements or the auditor's report. We are pleased to report that
no such disagreements arose during the course of our audit.

Consultations with Other Independent Accountants

In some cases, management may decide to consult with other accountants about auditing and accounting
matters, similar to obtaining a “second opinion” on certain situations. If a consultation involves application
of an accounting principle to HSA's financial statements or a determination of the type of auditor’s opinion
that may be expressed on those statements, our professional standards require the consulting accountant
to check with us to determine that the consultant has all the relevant facts. To our knowledge, there were
no such consultations with other accountants.

Issues Discussed Prior to Retention of Independent Auditors

We generally discuss a variety of matters, including the application of accounting principles and auditing
standards, with management each year prior to retention as HSA'’s auditors. However, these discussions
occurred in the normal course of our professional relationship and our responses were not a condition to
our retention.

Difficulties Encountered in Performing the Audit
We encountered no difficulties in dealing with management in performing our audit.

dededededededek

This information is intended solely for the information and use of the Stanislaus County Board of
Supervisors and management of HSA and is not intended to be and should not be used by anyone other
than these specified parties. However, this report is a matter of public record, and its distribution is not
limited.

BROWN ARMSTRONG PAULDEN
McCOWN STARBUCK THORNBURGH & KEETER
ACCOUNTANCY CORPORATION
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By: Eric H. Xin

Bakersfield, California
January 9, 2008
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AGREED UPON CONDITIONS REPORT DESIGNED TO INCREASE
EFFICIENCY, INTERNAL CONTROLS AND/OR FINANCIAL REPORTING

To the Board of Supervisors
Stanislaus County Health Services Agency
Clinic and Ancillary Services Enterprise Fund

We have audited the financial statements of the Stanislaus County Health Services
Agency (HSA) for the year ended June 30, 2007 and have issued our report thereon
dated January 9, 2008. In planning and performing our audit of the financial statements of
HSA, we considered its internal control structure in order to determine our auditing
procedures for the purpose of expressing our opinion on the financial statements and not
to provide assurance on the internal control structure.

As a result of our audit, we noted certain agreed-upon findings. These findings and
recommendations, all of which have been discussed with the appropriate members of
management, are intended to improve the internal control structure or result in other
efficiencies and are summarized as follows: '

Current Year Findings and Recommendations

Agreed Upon Condition 1 — Patient Receivable

During our testing of patient receivable, we noted that a significant portion of the
receivables on the receivables trial balance have been outstanding for a few years. The
invoice/patient detail we reviewed indicated that many of the admissission/billing dates
stretched back to 2001.

Recommendation

A/R aging reports should be periodically reviewed and written off when necessary.

Management Response

The Agency's Central Business Office runs reports every two weeks in order to identify
charges as well credits for follow up in a timely manner. However, old patient receivables
have been retained on the books for two reasons: (1) the accounts have been sent to the
Tax Collector's Revenue Recovery Division for collection and valued via an allowance as
deemed appropriate and (2) legislation was underway (AB963) to address the payment
by Medi-Cal for Room Charges. AB963 passed and while the legislation requires Medi-
Cal to pay a room charge, the legislation was on a prospective basis; hence, Health
Services Agency wrote off a little over $6 million in August 2007 related to the old Medi-
Cal Room Charges that were uncollectible.

The Agency will continue to review patient receivables on an ongoing basis and write off
accounts as and when deemed appropriate.
3
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Agreed Upon Condition 2 — Credit Balances in Patient Receivable

We obtained the June 2007 “Period End Detail Insurance Receivables Report” via electronic download
from the Health Services Agency. We used data extraction software and determined that there were a
total of 32,127 accounts that contained credit balances. Upon further investigation, we noted that some
of the credit balances were washed out with actual receivable balances; however, a total of $537,455 in
credit balances still remained. The credit balances were the result of overpayments or duplicate
payments by insurance companies and should have been appropriately classified as payables. We
proposed a reclassification journal entry to ensure that both patient receivable and liabilities were properly
stated in the financial statements.

Recommendation

Management should periodically review patient accounts to identify and correct any credit balances. This
review will ensure that all assets and liabilities are properly recorded.

Management Response

Agency Management agreed to the reclassification entry (i.e. the reclass of credit balances in patient
receivables to payables) since the entry was immaterial to the Agency's financial statements - (1)
represented only 4.5% of the Net Patient A/R, (2) the reclassification of approximately $446,000 from an
asset to a liability resulted in a zero net effect on the Agency's Balance Sheet and (3) the reclassification
does not affect any liquidity ratios.

Health Services Agency staff assigned to the Central Business Office continually monitors and reviews
the Agency's Accounts Receivable Balances. Procedures aimed at ensuring timely review and follow up
on accounts receivable balances, including credit balances, includes, but are not limited to, the following:

- Bi-monthly reports summarized by collector, insurance type and date ranges are run.

- Reports include credit and debit balances.

- Both credit and debit balances are equally worked and processed (except for balances that have
been assigned to the Treasurer/Tax Collector's Revenue Recovery Division).

- When credits are identified by the account rep - the rep will research to determine if a refund is
appropriate and/or determine if the patient credit balance should be transferred to other outstanding
accounts including collector accounts and/or pharmacy accounts.

Status of Prior Year Findings and Recommendations

None.
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This information is intended solely for the information and use of the Board of Supervisors and
management of HSA and is not intended to be and should not be used by anyone other than these
specified parties. However, this report is a matter of public record, and its distribution is not limited.

BROWN ARMSTRONG PAULDEN
McCOWN STARBUCK THORNBURGH & KEETER
ACCOUNTANCY CORPORATION
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