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The County's property tax roll increased by almost 12% from the fiscal year ending June 30, 2007, to the fiscal year
ending June 30, 2008. However, in future years the growth rate is expected to be relatively flat due to the slow real
estate market and property value re-assessments performed by the County Assessor’s Office.

For the fiscal year ending June 30, 2008, revenue from construction pemits declined by 29% in comparison to the
prior year. This reflects a continued reduction in the real estate market which is being experienced throughout
California. This reduction not only impacts revenue from construction permits but will likely have a negative impact on
certain County discretionary revenues in the coming year. Property transfer tax and sales tax, in particular, are on a
decline from their past record levels. Since both are significant sources of discretionary revenue, until such time that
the real estate market and building industry fully recovers, we anticipate the County will be facing more challenges in
financing future County budgets.

The County operates an aggressive marketing and economic development program, with a goal of expanding and
diversifying the local tax base. As of June 2008, the County’s unemployment rate was 9.5%, which is still less than

the historical high of 13.4% in 1993, but significantly higher than the statewide average of 7% and placing it number
45 out of 58 counties.

The County has recently adopted a new Lake County General Plan. This plan will be integral to the County’s future
and the ability to further improve and expand the local economy.

The Lake County Redevelopment Agency’s Northshore Redevelopment Project has a multitude of projects planned for
the future to improve the communities of Clearlake Oaks, Glenhaven, Lucerne, Nice and Upper Lake. These
improvements are intended to enhance the quality of life for the residents of these communities and attract new
private investments in those communities.

The County has avoided using one-time funds, including unreserved fund balance carryovers, to finance ongoing
operational costs; instead, such one-time funds have either been placed in reserves or appropriated for one-time
projects and special acquisitions. Unlike many other counties, debt financing has been avoided in Lake County’s
general fund. The general fund is structurally balanced.

Lake County has a proven track record of balancing its annual budgets, even during the most difficult times when the
State has imposed substantial revenue reductions along with costly unfunded mandates. County leaders are
continually seeking opportunities for improving efficiencies within our organization. County department heads, both
elected and appointed, work cooperatively and successfully with the County Administrative Officer and Board of
Supervisors on budget and fiscal matters.

County Geography and Demographics

Lake County is located a 2 hour drive time from the San Francisco Bay area and the Sacramento metropolitan area. It
is approximately 127 road miles north of San Francisco, 126 road miles west of Sacramento, and 80 road miles east
of the Pacific Coast. Lake County is bordered by the counties of Napa, Sonoma, Mendocino, Glenn, Colusa and Yolo
and covers an area of approximately 803,840 acres.

The State Department of Finance estimated Lake County’s population as of January 1, 2008, to be 64,059. The
population for the two cities in Lake County, Clearlake and Lakeport as of January 1, 2008, was estimated to be
14,257 and 5,045 respectively.

COUNTY POPULATION
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Major Accomplishments and Goals

During the fiscal year ending June 30, 2008, County departments accomplished many objectives and continued

progress in many areas while successfully performing their day to day responsibilities and duties. Examples include
the following:
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Completed construction of and began operations at the new Animal Control Shelter.

Under contract with a third party, began construction of solar power fields to provide solar power to the jail
and wastewater treatment plants.

Continued implementation of the recommendations in the Lake County Economic Development and Strategic
Marketing Plan and special economic development projects.

Extended the term of the special Economic Development Task Force project to improve conditions in the
unincorporated community of Clearlake Oaks.

Continued implementing major efforts in the County’s Code Enforcement Program in order to eliminate blight,
illegal storage of junk, unsafe and dilapidated structures and other illegal uses of properties within the
unincorporated communities of Lake County.

Acquired additional property (e.g. Clark's Island in Clearlake Oaks and Holiday Harbor in Nice) in the
Northshore Redevelopment project area to eliminate blight, provide for economic development catalyst
projects, and expand public access to Clear Lake.

Acquired property and worked with non-profit developer to arrange financing to construct a 23 unit affordable
housing project in Clearlake Oaks.

Increase local agri-tourism and provide other special and substantial assistance in support of the local
agricultural industry.

Began process to join with other agencies to acquire property on Mt. Konocti for public use.

Continued efforts to control and eradicate aquatic weeds in Clear Lake.

Successfully implemented a program aimed to prevent the invasion of quagga mussels in Clear Lake.
Continued pursuing Clear Lake Water rights issues.

Utilized general fund discretionary monies to address high priority road maintenance needs and special road
improvement projects which cannot be funded with the Road Divisions limited revenues.

Retained money for the construction of a new Library/Sheriff's Substation facility in Middletown.
Continued making progress on the Middle Creek Ecosystem and Flood Reduction Project.

Continued addressing the County’s wastewater system infrastructure needs in order to accommodate
additional population growth.

Acquired property in Lucerne to provide a Northshore substation for the Sheriff patrol division.

Continued various park improvement projects and completed new Nylander Park in Clearlake Oaks.
Maintained the County’s general fund reserves and increased the building/infrastructure reserve fund and
other reserve funds.

Increased assistance provided to local senior citizens centers.

Future goals for Fiscal Year 2008-09 include:

o
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Update and continue implementing recommendations in the Lake County Economic Development and
Strategic Marketing Plan and special economic development projects, including Mt. Konocti Facilitation, Inc.
Continue operating the special Economic Development Task Force project to improve conditions in the
unincorporated community of Clearlake Oaks.

Acquire additional property in the Northshore Redevelopment project area to eliminate blight, provide for
economic development catalyst projects, and expand public access to Clear Lake.

Transfer property to non- profit developer and assist in financing the construction of a 23 unit affordable
housing project in Clearlake Oaks.

Increase local agri-tourism and provide other special and substantial assistance in support of the local
agricultural industry.

Expand and improve County park facilities in Middletown, Nice, Lucerne, and Clearlake Oaks, including the
restoration of the Clearlake Oaks Plaza.

Complete the acquisition of property on Mt. Konocti for public use.

Continue efforts to control and eradicate aquatic weeds in Clear Lake.

Complete the update to the Lake County General Plan and area plans for the shoreline communities and
Middletown.

Continue pursuing Clear Lake Water rights issues.

Determine site of a new Library/Sheriff's Substation facility in Middletown.

Continue making progress on the Middle Creek Ecosystem and Flood Reduction Project.

Continue addressing the County’s wastewater system infrastructure needs in order to accommodate
additional population growth.
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o Maintain the County's general reserve fund.

o Other projects as described in the FY 2008-09 Final Budget Narratives prepared by the County Administrative
Office.

Financial Information and Condition

The management of the County of Lake is responsible for establishing and maintaining an internal control structure
designed to ensure that the assets of the County are protected from loss, theft or misuse and to ensure that adequate
accounting data are compiled to allow for the preparation of financial statements in conformity with generally accepted
accounting principles. Internal control structure is designed to provide reasonable, but not absolute, assurance these
objectives are met. The concept of reasonable assurance recognizes that the cost of a control should not exceed the
benefits likely to be derived. This evaluation of cost to benefit requires estimates and judgements by management.

The County is required to undergo an annual single audit in conformity with the provisions of the Single Audit Act and
U.S. Office of Management and Budget Circular A-133, Audits of State and Local Govemments. Information related to
this single audit, including the schedule of federal financial assistance, findings and recommendations, and auditor’s
reports on the internal control structure and compliance with applicable laws and regulations are included inthe single
audit report, which is issued as a separate document.

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

The County maintains budgetary controls to ensure compliance with the legal provisions contained in the annual
appropriated budget approved by the County Board of Supervisors under the provision of Sections 29080-29093 of
the Government Code. Those provisions set timelines and requirements for establishing a county budget each fiscal
year. The County of Lake Board of Supervisors, in conjunction with the Auditor-Controller, efficiently and responsibly
adheres to those provisions.

Reporting for 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 data of the primary
government. Discretely presented component units, on the other hand, are reported in a separate column in the
combined financial statements to emphasize they are legally separate from the County. Each component unit has a
June 30" year-end.

Blended Component Units

Entities included in the County’s reporting entity as component units because of their operational and financial
relationship with the County and because the Lake County Board of Supervisors also serves as their goveming board
are the Lake County Redevelopment Agency, the Lake County Housing Authority, the Flood Control and Water
Conservation Districts, the Lake County Sanitation District, Lighting Districts, Waterworks Districts, and County
Service Areas.

Discretely Presented Component Units
The County of Lake has no component units which meet the criteria for discrete presentation.

Cash Management

The County’s investment policy is to minimize credit and market risks while maintaining a competitive yield on its
portfolio. Cash is pooled for the purpose of increasing interest through investment activities. A Treasury Oversight
Committee exists to provide a level of assurance over the investment activities of the County Treasury. This
committee is comprised of the Auditor-Controller, a member of Board of Supervisors, a representative of the
Superintendent of Schools, a representative of the school districts, and a member of public at large. The committee is
established by nomination of the County Treasurer and confirmation by the Board of Supervisors.

Debt Administration

The County did not enter into any new long-term debt during fiscal year ending June 30, 2008. Activities related to
existing long-term debt can be found in the Notes to the Basic Financial Statements, Note 3 (F).
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Risk Management

The County has a Risk Management program operated through the County Counsel’s Office that handles
administration of its Risk Management Funds (Internal Service Funds). These funds are retained to finance insured
and uninsured risks of loss. The County's uninsured risk of loss for public liability claims is $10,000 per occurrence;
the County is fully insured for workers’ compensation losses; and the County is fully self-insured for all unemployment
claims. The County is a member of the County Supervisors Association of California Excess Insurance Authority, a
public entity risk pool currently operating as a common risk management and insurance program for counties. The
County pays an annual premium to the Authority for insurance coverage. All funds within the County participate in the
program and make payments to the Risk Management Fund based on actuarial estimates of prior and current claims
with an allowance for establishing reserves.

Other Information

California Government Code requires an annual audit of the books of accounts, financial records, and transactions of
all offices of the County by independent certified public accountants. The County Audit Committee selected Smith &
Newell, Certified Public Accountants to perform this requirement for fiscal year ending June 30, 2008. The audit was
designed to meet the requirements of the Single Audit Act and related U.S. Office of Management and Budget's
Circular A-133, in addition to requirements set forth by state statutes. The independent auditor’s report on the general
purpose financial statements and individual fund statements and schedules is included in the financial section of this

report. The supplementary auditor report of internal control and compliance with applicable laws and regulations is
issued separately.

As required of a government of our size, this report has been prepared in conformity with Governmental Accounting
Standards Board Statement 34. As mentioned previously, this letter of transmittal should be used as a supplement to
the Management Discussion and Analysis (MD&A) which can be found preceding the basic financial statements
contained within.

Awards

The Government Finance Officer’'s Association of the United States and Canada (GFOA) awarded a Certificate of
Achievement for Excellence in Financial Reporting to the County for its Comprehensive Annual Financial Report
(CAFR) for the fiscal year ended June 30, 2007. This was the sixth consecutive yearthat the County has received this
prestigious award. In order to be awarded a Certificate of Achievement, a government must publish an easily
readable and efficiently organized CAFR. This report must satisfy both generally accepted accounting principles and
applicable legal requirements.

A Certificate of Achievement is valid for a period of one year only. We believe our current CAFR continues to meet
the Certificate of Achievement Program’s requirements and we are submitting it to the GFOA to determine its eligibility
for another certificate.

Acknowledgements

The preparation of Comprehensive Annual Financial Statements is possible only through the effort and determination
of those involved in the preparation. Those involved in the compilation of this comprehensive document included our
independent auditor’s Smith & Newell, the staff of the Auditor-Controller’s Office, the County Administrator’s Office,
and those providing ongoing statistical data—Special Districts, Department of Public Works, and Community

Development. We would like to recognize their contribution to the preparation of this Comprehensive Annual Financial
Report.

As always, we recognize the County Board of Supervisors for their continued efforts to maintain the fiscal health of
Lake County, while striving to address the issues important to the citizens of Lake County.
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Pam Cochrane
Auditor-Controller County Administrative Officer
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SMITH & NEWELL

CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITOR’S REPORT

To the Board of Supervisors and Grand Jury
County of Lake
Lakeport, 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 Lake, California (County), as of and for the
year ended June 30, 2008, 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
opinions 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 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 the 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, and the aggregate remaining fund
information of the County as of June 30, 2008, 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.

In accordance with Government Auditing Standards, we have also issued our report dated December 12, 2008, on our
consideration of the County's internal control 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 important for assessing the results
of our audit.

The accompanying Required Supplementary Information, such as Management's Discussion and Analysis, the Schedule
of Funding Progress, and the Budgetary Comparison Schedules as listed in the table of contents, is not a required part
of the basic financial statements but is supplementary information required by accounting principles generally accepted
in the United States of America. We have applied certain limited procedures, which consisted principally of inquiries of
management regarding the methods of measurement and presentation of the required supplementary information.
However, we did not audit the information and express no opinion on it.

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise the
County's basic financial statements. The introductory section, the combining and individual nonmajor fund statements
and schedules, and statistical tables are presented for purposes of additional analysis and are not a required part of the
basic financial statements. The combining and individual nonmajor 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 all material respects in relation to the basic financial statements taken as a whole. The introductory section and
statistical tables have not been subjected to the auditing procedures applied in the audit of the basic financial statements
and, accordingly, we express no opinion on them.

L)

Smith & Newell CPA's
Yuba City, California
December 12, 2008

et
1425 BUTTE HOUSE ROAD YUBA CITY, CA 95993 TEL: (530) 673-9790 FAX: (530) 673-1305
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Management’s Discussion and Analysis

As management of the County of Lake, California, (County) we offer readers of the County’s financial statements this
narrative overview and analysis of the financial activities of the County for the fiscal year ended June 30, 2008. We
encourage readers to consider the information presented here in conjunction with additional information in our
financial statements.

Financial Highlights

The assets of the County exceeded its liabilities at the close of fiscal year June 30, 2008 by $200,267,360 (net
assets):

= $125,752,426 is invested in capital assets, net of related debt.

= $48,749,868 is restricted for specific purposes (restricted net assets)

= $25,765,066 in unrestricted net assets will be used to meet the government’s ongoing obligations to citizens
and creditors.

The County’s total net assets increased by $9,859,282:
= Thistotal net asset increased is comprised of $3,208,558 of unrestricted net assets, $1,884,941 of restricted
net assets and $4,765,783 in capital assets net of related debt.
= Revenues exceeded expenses by $9,779,725, with a prior period adjustment of $79,557 for the County’s self-
funded dental/vision/life fund recorded in 2008.

As of June 30, 2008, the County’s governmental funds reported combined fund balances of $71,368,757, an increase
of $4,455,169. Approximately 84% of the combined fund balances, $59,766,202, is available to meet the County’s
current and future needs (unreserved fund balance).

= Atthe end of the current fiscal year, unreserved fund balance for the general fund was $20,053,680, or 45%
of total general fund expenditures. $8,842,834 of the unreserved balance is designated for specific purposes
per the County Board of Supervisors and is intended for those purposes only, while $11,210,846 is
undesignated (and was utilized as a source of financing in the following year’s budget).

= The County has no general fund debt. Non general fund debt decreased by $183,824. The key factor for this
overall net decrease was pay down on current debt, along with the avoidance of incurring new debt.

Overview of the Financial Statements

Management’s Discussion and Analysis is intended to serve as an introduction to the County’s basic financial
statements. The County’s basic financial statements include three components: 1) government-wide financial
statements, 2) fund financial statements, and 3) notes to the basic financial statements. This report also contains
other supplementary information in addition to the basic financial statements.

Government-wide financial statements. The government-wide financial statements are designed to provide
readers with a broad overview of the County’s finances, in a manner similar to a private sector business.

The statement of net assets presents information on all the County’s 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 the County’s 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 a future fiscal period (e.g. long-term notes loans and earned but unused vacation
leave).

The 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-type activities). The governmental activities
of the County include the General Fund, Housing Programs, CDBG Housing, Health Administration, Welfare
Assistance Administration and Lake County Sanitation Districts. The business-type activities of the County are Solid

Waste Management.
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Component units are included in the basic financial statements and consist of legally separate entities for which the
County is financially accountable and that have substantially the same governing board as the County. Component
units for the County include the Lake County Housing Authority, the Watershed Protection Districts, the Lighting
Districts, the Sanitation Districts, the Wastewater Districts, the County Service Areas and the Lake County
Redevelopment Agency. The financial statements of which can be obtained by writing to the Auditor-Controller’s
Office, 255 North Forbes Street, Lakeport, CA 95453.

The government-wide financial statements can be found on pages 10 — 11 of this report.

Fund financial statements. A fund is a grouping of related accounts that is 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 compliance with finance-related legal requirements.
All of the funds of the County can be divided into three categories: governmental funds, proprietary funds, and
fiduciary funds.

Governmental 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 fund 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 the 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 County’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
the government-wide financial statement in order to facilitate this comparison between governmental funds and
governmental activities.

The County maintains governmental funds organized according to their type—special revenue, debt service and
capital projects. The County segregates from the General Fund a number of significant functions in major funds.
Information is presented separately in the governmental funds balance sheet and in the governmental funds statement
of revenues, expenditures, and changes in fund balances for the General Fund, Home Program Income Fund and
Welfare Assistance Administration, 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 these nonmajor
governmental funds is provided in the form of combining statements located in the Combining and Individual Fund
Statements and Schedules section of this report.

The County adopts an annual appropriated budget for all of its operating funds. A budgetary comparison statement
has been provided for the General Fund and major special revenue funds to demonstrate performance against this
budget.

The governmental funds financial statements can be found on pages 12 — 15 of this report.

Proprietary funds. The County maintains two different types of proprietary funds. Enterprise funds are used to
report the same functions presented as business-type activities in the government-wide financial statements. The
County uses an enterprise fund to account for Solid Waste Management. 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 Unemployment Insurance, Public Liability, Workers’ Compensation, Heavy
Equipment Rental, Fleet Maintenance, Central Garage, and new this year our Self Funded Dental Vision. Because
these services predominantly benefit governmental rather than business-type functions, they have been included
within governmental 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 proprietary fund financial statements provide separate information for Solid Waste Management, which is
considered to be a major fund of the County. All internal service funds are combined into a single, aggregated
presentation in the proprietary fund financial statements. Individual fund data for the nonmajor 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 16 — 18 of this report.
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Fiduciary funds. Fiduciary funds are used to account for resources held for the benefit of parties outside the
County. 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.

The fiduciary funds financial statements can be found on pages 19 — 20 of this report.

Notes to the basic financial statements. The notes to the basic 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 to the basic financial statements can be found on pages 21 — 44 of this report.

Required Supplementary Information. The Required Supplementary Information follows the Notes to the basic
financial statements and contains budgetary comparison schedules for the general fund by function along with major
special revenue funds. Further information relative to this information is contained in the notes to required
supplementary information.

The required supplementary information can be found on pages 45 — 52 of this report.

Supplementary Section. The Supplementary section contains the combining and individual fund statements and
schedules for all nonmajor funds.

The supplementary section can be found on pages 53 — 105 of this report.

Statistical Section. The Statistical section contains statistical information as required of GASB Statement No. 44,
Economic Condition Reporting. The focus of the Statistical section is the primary government.

The statistical section can be found on pages 106 — 123 of this report.
Government-Wide Financial Analysis

The following comparative analysis is provided as required under Governmental Accounting Standards Board (GASB)
Statement No. 34.

County of Lake

Net Assets as of June 30

Governmental Business-Type Total
Activities Activities Total Dollar Percent
Assets: 2007 2008 2007 2008 2007 2008 Change Change
Current and other assets $ 91,868,111 $ 97,082,576 $ 8,515,214 $ 8,111,339 $ 100,383,325 $ 105,193,915 $ 4,810,590 5%
Capital assets 137,656,723 142,619,264 5,835,973 5,507,681 143,492,696 148,126,945 4,634,249 3%
Total assets 229,524,834 239,701,840 14,351,187 13,619,020 243,876,021 253,320,860 9,444,839 4%
Liabilities:
Current and other liabilities 23,357,976 23,131,545 169,228 165,040 23,527,204 23,296,585 (230,619) -1%
Long-term liabilities 25,668,272 25,225,774 4,272,467 4,531,141 29,940,739 29,756,915 (183,824) -1%
Total liabilities 49,026,248 48,357,319 4,441,695 4,696,181 53,467,943 53,053,500 (414,443) -1%
Net Assets:
Invested in capital assets, net 115,150,670 120,244,745 5,835,973 5,507,681 120,986,643 125,752,426 4,765,783 4%
of related debt
Restricted net assets 43,103,393 44,988,334 3,761,534 3,761,534 46,864,927 48,749,868 1,884,941 4%
Unrestricted net assets 22,244,523 26,111,442 311,985 (346,376) 22,556,508 25,765,066 3,208,558 14%
Total net assets $ 180,498,586  $ 191,344,521 $ 9,909,492 $ 8,922,839 $ 190,408,078 $ 200,267,360 $ 9,859,282 5%




Analysis of Net Assets

As noted earlier, net assets may serve over time as a useful indicator of a government’s financial position. Inthe case
of the County, assets exceeded liabilities by $200,267,360 at the close of the most recent fiscal year.

The largest portion of the County’s net assets $125,752,426 or 63% is its investment in capital assets (e.g. land,
building, improvements, equipment, park facilities and infrastructure—roads, bridges, water and sewer systems),
which is shown less any related outstanding debt used to acquire those assets. The County uses these capital assets
to provide services to citizens. These assets are not available for future spending.

Restricted net assets of $48,749,868 or 24% represents resources that are subject to external restrictions on how they
may be used. The remaining $25,765,066 or 13%, unrestricted net assets, may be used to meet the County’s
ongoing obligations to citizens and creditors.

At the conclusion of the fiscal year June 30, 2008 the County is able to report positive balances in all three categories
of net assets, for the government as a whole.

As listed in Financial Highlights, the County’s net assets increased by $9,859,282 during the June 30, 2008 fiscal year.

County of Lake
Changes in Net Assets as of June 30

Governmental Business-Type Total
Activities Activities Total Dollar Percent
Revenues 2007 2008 2007 2008 2007 2008 Change Change
Program Revenues:
Charges for Services $ 24310851 $ 25,373,349 $ 2,301,626 $ 1,876,406 $ 26,612,477 $ 27,249,755 $ 637,278 2%
Operating grants and contributions 70,189,286 68,767,430 132,879 - 70,322,165 68,767,430 (1,554,735) -2%
Capital grants and contributions 3,831,901 6,150,223 - 3,831,901 6,150,223 2,318,322 61%
General Revenues:
Property taxes 26,972,169 27,998,064 1,543 - 26,973,712 27,998,064 1,024,352 4%
Sales and use taxes 5,932,674 5,854,355 - 5,932,674 5,854,355 (78,319) -1%
Transient occupancy taxes 940,753 936,984 - - 940,753 936,984 (3,769) 0%
Property transfer taxes 448,378 302,170 - - 448,378 302,170 (146,208) -31%
Franchise taxes 730,550 786,178 - - 730,550 786,178 55,628 8%
Aircraft taxes 22,705 20,157 - - 22,705 20,157 (2,548) 11%
Timber yield taxes 3,417 7,553 - - 3,417 7,553 4,136 121%
Tobacco settlement 605,480 644,592 - 605,480 644,592 39,112 6%
Interest and investment earnings 4,051,437 3,346,150 3,998 (59,977) 4,055,435 3,286,173 (769,262) -19%
Grants and contributions-unrestricted 81,785 - - - 81,785 - (81,785) -100%
Miscellaneous 2,011,988 2,617,433 24,243 1,213 2,036,231 2,618,646 582,415 29%
Total revenues 140,133,374 142,804,638 2,464,289 1,817,642 142,597,663 144,622,280 2,024,617 1%
Expenses
General government 11,973,174 13,715,474 - - 11,973,174 13,715,474 1,742,300 15%
Public protection 36,627,134 37,743,276 - - 36,627,134 37,743,276 1,116,142 3%
Public Assistance 25,252,478 34,286,211 - - 25,252,478 34,286,211 9,033,733 36%
Public ways and facilities 20,045,967 20,170,809 - - 20,045,967 20,170,809 124,842 1%
Health and sanitation 35,564,972 22,698,200 - - 35,564,972 22,698,200 (12,866,772) -36%
Education 1,424,273 1,364,334 - - 1,424,273 1,364,334 (59,939) -4%
Recreation and culture 903,185 1,200,640 - - 903,185 1,200,640 297,455 33%
Refuse - - 3,064,560 2,800,899 3,064,560 2,800,899 (263,661) -9%
Interest on long-term debt 933,711 862,712 - - 933,711 862,712 (70,999) -8%
Total expenses 132,724,894 132,041,656 3,064,560 2,800,899 135,789,454 134,842,555 (946,899) -1%
Excess before special items/transfers 7,408,480 10,762,982 (600,271) (983,257) 6,808,209 9,779,725 2,971,516
Transfers - 3,396 (3,396) - - -
Change in net assets 7,408,480 10,766,378 (600,271) (986,653) 6,808,209 9,779,725 2,971,516
Net assets - July 1 176,521,706 180,498,586 10,509,763 9,909,492 187,031,469 190,408,078 3,376,609
Prior period adjustment (3,431,600) 79,557 - (3,431,600) 79,557 3,511,157
Net assets - July 1 restated 173,090,106 180,578,143 10,509,763 9,909,492 183,599,869 190,487,635 6,887,766
Net assets - June 30 $ 180,498,586 $ 191,344,521 $ 9,909,492 $ 8,922,839 $ 190,408,078 $ 200,267,360 $ 9,859,282



Governmental activities. Governmental activities increased the County’s net assets by $10,845,935 or 6%. Total
revenues increased by $2,671,264 or less than 2%, while total expenses decreased by $683,238 or less than 1%.

Revenues. The total
revenue increase
included an increase
of $1,958,964 in
program revenues
and $712,300 in
general revenues.
Charges for services
increased by
$1,062,498, operating
grants and
contributions
decreased by
$1,421,856 and
capital grants and
contributions
increased by
$2,318,322. Property
tax revenues
increased by
$1,024,895 or 4%,
while overall tax type
revenues experienced
an $854,815 increase.

Revenues by Source-Governmental Activities

Capital grants and
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4.31%

Operating grants and
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Tobacco settlement

0.45%
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earnings

Charges for services 2.34%

17.77% 0.02% Property transfer tax

0.21%

Franchise taxes

0.55% Miscellaneous
. 0

1.83%

Other general revenue changes included tobacco settlement revenues for an increase of $39,112, interest
earnings a decrease of $705,287 and miscellaneous revenues an increase of $523,660.

Expenses. The total decrease in expenses was primarily within general government, public protection and public
assistance. Factoring in a reclassification of expenses of $13,180,752 from health and sanitation to public assistance
(Social Services programs), the most significant change in expenses was a $4,147,019 decrease in public assistance
expenses. This decrease was offset by increases of $1,742,300 and $1,116,142 in general government and public
protection respectively, with an increase of $605,339 in all other functional categories.

Expenses and Program Revenues-Governmental Activities
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Business-type activities. Business-type activities decreased the County’s net assets by $986,653 or 10%. This

Revenues by Source-Business-Type Activities

Charges for Services
96.79%

Solid Waste Management

Miscellaneous
0.11%

Interest & Investment
Earnings
3.09%

$88,548, with the majority in $63,975 of decreased interest earnings.

Expenses. Total
expenses were $263,661
less than the previous
fiscal vyear. This
decrease in expenses did
not offset reduced
revenues. The Solid
Waste Management
activity continued a
declining net asset trend
with an additional
$386,382 decrease in net
assets from the previous
fiscal year.

Financial Analysis of the County’s Funds
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As noted earlier, the County uses fund accounting to demonstrate compliance with finance-related legal requirements.

Governmental funds. 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.

As listed in the Financial Highlights, at June 30, 2008 the County’s governmental funds reported combined ending
fund balances of $71,368,757 an increase of $4,455.169 in comparison with the prior year. Approximately 84% of the
combined fund balance, $59,766,202 constitutes unreserved fund balance, which is available to meet the County’s
current and future needs. The remainder of the fund balance is reserved to indicate that it is not available for new
spending because it has been committed to the following:



Debt service - $4,373,667
Encumbrances - $1,312,992
Inventory - $124,326

Advances to other funds - $5,791,570

The general fund is the primary operating fund of the County. At June 30, 2008, unreserved fund balance of the
general fund was $20,053,680 while total fund balance reached $26,380,423. $8,842,834 of the unreserved fund
balance is designated by the governing body for infrastructure and reserve projects, while the $11,210,846 in
undesignated has been committed by the Board of Supervisors to support the 2009 fiscal year as well as multi-year
projects. 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 45% of total general fund
expenditures, while total fund balance represents 59% of that same amount. The fund balance in the general fund
increased by $2,451,775 during the fiscal year.

Other major funds include the Home Program, Mental Health Administration, Social Services Administration, and new
this year—RDA Northshore. The Home Program, Mental Health Administration and Social Services Administration
had total fund balances of $33,196, $752,871 (deficit) and $3,275,172 respectively; a decrease of $180,018 and
$181,184, and an increase of $1,388,900, respectively. All of which is available to meet the current and future needs
of the programs supported by those funds.

The Mental Health Administration fund has gained on the deficit fund balance of last year yet continues to have a
deficit fund balance of $752,871 for this fiscal year. The general fund loaned Mental Health Administration monies in
the previous fiscal year and at the close of this fiscal year there is a balance $1,556,526 remaining in advances from
the general fund to Mental Health Administration. Due to the enormity of outstanding balance in relation to the
resources available to this fund, a plan for repayment of these monies was budgeted in the 2009 fiscal year at the rate
of $200,000 for the next eight years. As listed in Note 2, B, the deficit fund balance is expected to be eliminated in
the future through cost containment and future reimbursements.

Although the RDA Northshore fund has a positive cash fund balance, in terms of total assets and liabilities it has a
deficit fund balance. This is typical for a Redevelopment Agency since an RDA is required to incur debt in order to
receive tax increment revenues. The RDA's debt consists primarily of money borrowed from the County general fund
and a property acquisition that is being financed over a period of ten years.

Proprietary funds. The County’'s proprietary funds provide the same type of information found in the
government-wide financial statements, but in more detail. The net assets of the enterprise fund decreased from
$9,909,001 to $8,901,091, a 10% decrease from the previous fiscal year.

There was a prior period adjustment of $79,557 necessary due to the addition of an internal service fund for the
County’s self-funded dental, vision and life plans. This newly established fund will subsequently close as of June 30,
20009.

General Fund Budgetary Highlights

The differences between the original budget and the final amended budget revenues were a decrease of $445,638.
This represents approximately a 1% decrease. The differences between the original budget and the final amended
budget appropriations were an increase of $313,562. This increase of less than 1% net over all functions is
summarized below:

General government — net decrease of $59,979. A negligible decrease compared to total category budget.
Public Protection — net increase $112,375. A negligible increase compared to total category budget.
Public Assistance — no change.

Education — no change.

Recreation and Culture — net decrease of $22,985 in both the Parks and Recreation and Museum
Departments.

= Total Capital Outlay — net increase of $284,151. Spread throughout ten different departments.

During the year, actual revenues were $437,272 more than budgetary estimates. During the year, actual expenditures
were less than budgetary estimates by $10,195,788. The net effect of over-realization of revenues and under-
utilization of appropriations resulted in a positive variance of $10,243,146 after consideration of interfund transfers.
This variance is due to management’s conservative revenue estimates and fiscally responsible spending practices.



Specific categories and their associated variances can be found in the Required Supplementary Information section of
this report (pages 46 — 48).

Capital assets

The County’s investment in capital assets for its governmental and business type activities as of June 20, 2008 was
$148,126,945 (net of accumulated depreciation). This investment in capital assets includes land, buildings and
improvements, equipment, park facilities and infrastructure (roads, bridges, water and sewer systems). The total
increase in the County’s investment in capital assets for the current fiscal year of $4,634,249 was primarily in land
acquisition and fluctuations in construction in progress.

County of Lake

Capital Assets as of June 30 (Net of Depreciation)

Governmental Business-Type Total

Activities Activities Total Dollar Percent

2007 2008 2007 2008 2007 2008 Change Change
Land $ 12,387,452 $ 15,437,431 $ 717,055 $ 717,055 $ 13,104,507 $ 16,154,486 $ 3,049,979 23%
Construction in progress $ 2,792,920 $ 6,781,406 $ - % $ 2,792,920 $ 6,781,406 $ 3,988,486 143%
Buildings and improvements $ 37,264,099 $ 39,982,448 $ 1,199,053 $ 1,168,244 $ 38,463,152 $ 41,150,692 $ 2,687,540 7%
Equipment $ 6,284,500 $ 6,915,760 $ 1,915,258 $ 1,661,353 $ 8,199,848 $ 8,577,113 $ 377,265 5%
Infrastructure $ 78,927,662 $ 73502219 $ 2,004,607 $ 1,961,029 $ 80,932,269 $ 75463248 $  (5469,021) -1%
Totals 137,656,723 142,619,264 5,835,973 5,507,681 143,492,696 148,126,945 4,634,249 3%

This year’'s major and notable capital asset additions included—Lucerne Senior Center, Multi-Disciplinary Interview
Center, Holiday Harbor, Lucerne Sheriff Substation, Clark Island, 75 Lake Street, Animal Care and Control Center,
Lampson Airport and Nylander Park.

Detailed information on the County’s capital assets can be found in the Notes to the Financial Statements, Note 3 (C)
pages 33-34.

Long-Term Liabilities

As of June 30, 2008, the County had total long-term obligations outstanding of $29,756,915. The largest obligations
were Loans Payable of $16,992,568 primarily for water and wastewater projects, Closure/Post closure for Solid Waste
of $4,464,201, compensated absences of $2,918,195, and Kelseyville/Finley Water Project Certificates of Participation
of $2,773,196. The remaining $2,608,755 includes special assessment bonds, general obligation bonds and capital
leases.

During the fiscal year, the County’s total long-term liabilities decreased by $183,824. This change was a result of the
repayments of loans and payments on special assessment bonds due and payable in the fiscal year and the
avoidance of incurring new debt.

The majority of County long-term liabilities consist of general obligation and special assessment bonds, and County
Service Area loans. Accordingly, this is primarily paid for by bonds and special assessments for those within the
areas of service. The County has no general fund debt.

Detailed information on the County’s long-term debt can be found in the Notes to the Financial Statements, Note 3
(F) page 35-40

Requests for Information

This financial report is designed to provide a general overview of the County’s finances for all interested parties.
Questions concerning the information contained within this report or requests for additional information should be
addressed to the County of Lake, Auditor-Controller, 255 North Forbes Street, Lakeport, CA 95453. This report, along
with the County Budget, is also available via the internet at:
http://www.co.lake.ca.us/Government/Directory/AuditorController/Financial_Reporting.htm
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ASSETS

Cash and investments
Restricted cash
Accounts receivable (net of allowance)
Interest receivable
Taxes and assessments receivable
Prepaid costs
Deposits
Internal balances
Inventory
Loans receivable
Capital assets:

Non depreciable

Depreciable, net

Total capital assets

Total Assets

LIABILITIES

Accounts payable
Accued interest payable
Accrued salaries and benefits
Unearned revenue
Deposits payable
Mental health overpayment from State
Estimated claims liability
Long-term liabilities:
Due within one year
Due in more than one year

Total Liabilities

NET ASSETS

COUNTY OF LAKE, CALIFORNIA
STATEMENT OF NET ASSETS

JUNE 30, 2008

Invested in capital assets, net of related debt

Restricted for:
Debt service
Capital projects
Grants, taxes, and fees
Closure maintenance
Unrestricted

Total Net Assets

Governmental Business-Type

Activities Activities Total
$ 83552575 $ 7,838,155 $ 91,390,730
69,293 - 69,293
4,833,615 201,436 5,035,051
866,032 - 866,032
528,681 - 528,681
1,213 - 1,213
282,257 - 282,257
(71,748) 71,748 -
146,342 - 146,342
6,874,316 - 6,874,316
22,218,837 717,055 22,935,892
120,400,427 4,790,626 125,191,053
142,619,264 5,507,681 148,126,945
239,701,840 13,619,020 253,320,860
3,560,549 34,872 3,595,421
120,516 - 120,516
6,323,821 130,168 6,453,989
10,942,902 - 10,942,902
98,720 - 98,720
1,558,106 - 1,558,106
526,931 - 526,931
2,201,830 8,330 2,210,160
23,023,944 4,522,811 27,546,755
48,357,319 4,696,181 53,053,500
120,244,745 5,507,681 125,752,426
4,941,844 - 4,941,844
6,366,317 - 6,366,317
33,680,173 - 33,680,173
- 3,761,534 3,761,534
26,111,442 (346,376) 25,765,066
$191,344521 $ 8,922,839  $ 200,267,360

The notes to the basic financial statements are an integral part of this statement.
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COUNTY OF LAKE, CALIFORNIA
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2008

Program Revenues

Charges for

Operating
Grants and

Capital
Grants and

FUNCTIONS/PROGRAMS Expenses Services Contributions  Contributions
Governmental activities:
General government $ 13,715,474 $ 3,829,049 $ 7,414808 $ 193,527
Public protection 37,743,276 5,393,016 8,082,220 -
Public assistance 34,286,211 75,856 35,940,791 -
Public ways and facilities 20,170,809 7,948,728 2,657,146 5,623,606
Health and sanitation 22,698,200 8,047,289 14,487,576 -
Education 1,364,334 26,813 102,001 333,090
Recreation and culture 1,200,640 52,598 82,888 -
Interest on long-term debt 862,712 - - -
Total Governmental Activities 132,041,656 25,373,349 68,767,430 6,150,223
Business-type activities:
Solid waste management 2,800,899 1,876,406 - -
Total Business-type Activities 2,800,899 1,876,406 - -
Total Primary Government $ 134,842,555 $ 27,249,755 $ 68,767,430 $ 6,150,223

General revenues:
Taxes:
Property taxes
Sales and use taxes
Transient occupancy taxes
Property transfer taxes
Franchise taxes
Aircraft taxes
Timber yield taxes
Tobacco settlement
Interest and investment earnings
Miscellaneous
Transfers

Total General Revenues and Transfers
Change in Net Assets

Net Assets - Beginning

Prior period adjustment

Net Assets - Beginning, Restated

Net Assets - Ending

The notes to the basic financial statements are an integral part of this statement.
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Net (Expense) Revenue and
Changes in Net Assets

Primary Government

Business-
Governmental Type

Activities Activities Total
$ (2,278,090) $ - $ (2,278,090)
(24,268,040) - (24,268,040)
1,730,436 - 1,730,436
(3,941,329) - (3,941,329)
(163,335) - (163,335)
(902,430) - (902,430)
(1,065,154) - (1,065,154)
(862,712) - (862,712)
(31,750,654) - (31,750,654)
- (924,493) (924,493)
- (924,493) (924,493)
(31,750,654) (924,493) (32,675,147)
27,998,064 - 27,998,064
5,854,355 - 5,854,355
936,984 - 936,984
302,170 - 302,170
786,178 - 786,178
20,157 - 20,157
7,553 - 7,553
644,592 - 644,592
3,346,150 (59,977) 3,286,173
2,617,433 1,213 2,618,646
3,396 (3,396) -
42,517,032 (62,160) 42,454,872
10,766,378 (986,653) 9,779,725
180,498,586 9,909,492 190,408,078
79,557 - 79,557
180,578,143 9,909,492 190,487,635
$191,344,521 $ 8,922,839  $ 200,267,360
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ASSETS
Cash and investments
Restricted cash and investments
Accounts receivable (net of allowance)
Interest receivable
Taxes and assessments receivable
Prepaid costs
Advance to other funds
Inventory
Loans receivable

Total Assets

LIABILITIES AND FUND BALANCES
LIABILITIES

Accounts payable

Accrued salaries and benefits

Deposits payable

Deferred revenue

Unearned revenue

Advance from other funds

Total Liabilities

FUND BALANCES
Reserved for:
Debt service
Encumbrances
Inventory
Advance to other funds
Unreserved, reported in:
General
Designated
Undesignated
Special revenue funds
Designated
Undesignated
Debt service funds
Undesignated
Capital projects funds
Designated
Undesignated

Total Fund Balances

Total Liabilities and Fund Balances

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

JUNE 30, 2008

COUNTY OF LAKE, CALIFORNIA
BALANCE SHEET
GOVERNMENTAL FUNDS

Home Mental Social
General Program Health Services RDA -

Fund Income Administration Administration Northshore

$ 23,284,749 $ 33,196 $ 1,117,960 $ 6,388,754 $ 2,743,577
531,600 - 548,002 38,848 -
451,691 - - - 33,996
410,211 - - - -
5,736,514 - - - _

- 5,378,414 - - R

$ 30,414,765 $ 5,411,610 $ 1,665,962 $ 6,427,602 $ 2,777,573
$ 655,084 $ - $ 242,803 $ 111,704 $ 80,618
3,379,258 - 619,317 975,057 16,529

- 177,823 - - -

- 5,200,591 187 2,065,669 -

- - 1,556,526 - 2,726,666

4,034,342 5,378,414 2,418,833 3,152,430 2,823,813
590,229 - - - -
5,736,514 - - R B
8,842,834 - - R R
11,210,846 - - R R

- 33,196 (752,871) 3,275,172 -
- - - - (46,240)
26,380,423 33,196 (752,871) 3,275,172 (46,240)

$ 30,414,765 $ 5,411,610 $ 1,665,962 $ 6,427,602 $ 2,777,573
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Other

Governmental

Funds Total
$ 47,385,252  $ 80,953,488
69,293 69,293
1,007,485 2,125,935
374,414 860,101
- 410,211
1,213 1,213
55,056 5,791,570
124,326 124,326
1,495,902 6,874,316
$ 50,512,941  $ 97,210,453
$ 1,329,167 $ 2,419,376
1,294,988 6,285,149
98,720 98,720
76,156 253,979
3,676,455 10,942,902
1,558,378 5,841,570
8,033,864 25,841,696
4,373,667 4,373,667
722,763 1,312,992
124,326 124,326
55,056 5,791,570
- 8,842,834
- 11,210,846
11,723,659 11,723,659
18,498,872 21,054,369
568,177 568,177
495,521 495,521
5,917,036 5,870,796
42,479,077 71,368,757
$ 50,512,941  $ 97,210,453




COUNTY OF LAKE, CALIFORNIA

RECONCILIATION OF TOTAL GOVERNMENTAL FUND BALANCES

TO THE GOVERNMENT-WIDE STATEMENT OF
NET ASSETS - GOVERNMENTAL ACTIVITIES
JUNE 30, 2008

Total Fund Balance - Total Governmental Funds
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.

Interest payable on long-term debt does not require the use of current financial resources and therefore
is not accrued as a liablity in the governmental funds.

Other long-term assets are not available to pay for current period expenditures and therefore, are
not reported in the funds or are reported as deferred in the governmental funds.
Accounts receivable (net of allowance)
Taxes and assessments receivable
Deferrred revenue

Certain liabilities are not due and payable in the current period and therefore, are not reported in
the governmental funds.
Accounts payable
Mental health overpayment from State
General obligation bonds
Special assessment bonds with County commitment
Loans payable
Certificates of participation
Capital leases
Compensated absences

Internal service funds are used by management to charge the cost of certain activities, such as insurance
and equipment maintenance and operations, to individual funds. The assets and liabilities of the internal
service funds are included in governmental activites in the statement of net assets.

Net Assets of Governmental Activities

The notes to the basic financial statements are an integral part of this statement.
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$ 71,368,757

140,715,754

(120,516)

2,707,680
118,470
253,979

(932,592)
(1,558,106)
(824,000)
(1,781,000)
(16,992,568)
(2,773,196)
(3,755)
(2,821,561)

3,987,175

_$ 101344521
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COUNTY OF LAKE, CALIFORNIA
STATEMENT OF REVENUES, EXPENDITURES, AND
CHANGES IN FUND BALANCES
GOVERNMENTAL FUNDS

FOR THE YEAR ENDED JUNE 30, 2008

Home Mental Social
General Program Health Services RDA -
Fund Income Administration Administration Northshore
REVENUES
Taxes and assessments 27,343,040 - $ -3 - $ 1,430,665
Licenses and permits 975,614 - - 1,544 -
Fines and forfeitures 1,422,769 - 20,092 - 5,944
Use of money and property 1,642,123 8,752 32,286 - 131,741
Intergovernmental revenues 11,406,418 - 10,247,268 31,665,707 276
Charges for services 5,055,547 - 355,221 557,732 -
Other revenues 269,885 236,891 76,826 34,176 338
Total Revenues 48,115,396 245,643 10,731,693 32,259,159 1,568,964
EXPENDITURES
Current:
General government 11,917,699 - - - 666,295
Public protection 29,907,400 - - - -
Public assistance 232,999 425,661 - 31,757,344 -
Public ways and facilities - - - - -
Health and sanitation - - 10,961,251 - -
Education 208,411 - - - -
Recreation and culture 1,035,344 - - - -
Debt service:
Principal 1,920 - - - -
Interest and other charges 576 - - - 108,731
Capital outlay 1,253,043 - 18,807 36,266 2,869,490
Total Expenditures 44,557,392 425,661 10,980,058 31,793,610 3,644,516
Excess of Revenues Over
(Under) Expenditures 3,558,004 (180,018) (248,365) 465,549 (2,075,552)
OTHER FINANCING SOURCES (USES)
Transfers in 1,874,282 - 66,524 1,019,242 -
Transfers out (2,980,511) - - (95,891) -
Issuance of debt - - - - 1,500,000
Total Other Financing Sources (Uses) (1,106,229) - 66,524 923,351 1,500,000
Net Change in Fund Balance 2,451,775 (180,018) (181,841) 1,388,900 (575,552)
Fund Balances - Beginning 23,928,648 213,214 (571,030) 1,886,272 529,312
Change in inventory on purchase method - - - - -
Fund Balances - Ending 26,380,423 33,196 $ (752,871) $ 3,275,172 $ (46,240)

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

Governmental

Funds Total
$ 3,347,749  $ 32,121,454
1,498,797 2,475,955
425,583 1,874,388
1,494,259 3,309,161
23,543,194 76,862,863
16,138,787 22,107,287
2,013,613 2,631,729
48,461,982 141,382,837
716,500 13,300,494
7,462,378 37,369,778
1,888,901 34,304,905
13,301,673 13,301,673
10,952,272 21,913,523
1,126,975 1,335,386
12,786 1,048,130
1,862,681 1,864,601
765,231 874,538
9,154,415 13,332,021
47,243,812 138,645,049
1,218,170 2,737,788
7,663,173 10,623,221
(7,570,189) (10,646,591)
233,604 1,733,604
326,588 1,710,234
1,544,758 4,448,022
40,927,172 66,913,588
7,147 7,147
$ 42,479,077 $ 71,368,757




COUNTY OF LAKE, CALIFORNIA

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES,
AND CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS TO THE

GOVERNMENT-WIDE STATEMENT OF ACTIVITIES - GOVERNMENTAL ACTIVITIES

FOR THE YEAR ENDED JUNE 30, 2008

Net Change in Fund Balances - Total Governmental Funds
Amounts reported for governmental activities in the Statement of Activities are different because:

Governmental funds report capital outlays as expenditures. However, in the statement of
activities the cost of those assets is allocated over their estimated useful lives and reported
as depreciation expense.
Expenditures for capital outlay
Depreciation expense
Various adjustments affecting capital assets (including sales, trade-ins and developer contributions)

Debt proceeds provide current financial resources to governmental funds, but issuing debt
increases long-term liabilities in the statement of net assets. Repayment of principal is an
expenditure in the governmental funds, but the repayment reduces long-term liabilities in
the statement of net assets.

Proceeds from debt
Principal retirements

Revenues reported in the fund financial statements are net of recoveries retained by the State
to relieve the overpayment liability reported on the statement of net assets.

Some revenues reported in the statement of activities will not be collected for several months
after the County's year end and do not provide current financial resources and therefore are
not reported as revenues in the governmental funds.

Change in accounts receivable

Change in prior year accounts receivable
Change in taxes and assessments receivable
Change in deferred revenue

Some expenses reported in the statement of activities, do not require the use of current financial
resources and therefore are not reported as expenditures in the governmental funds.
Change in accounts payable
Change in prior year accounts payable
Change in compensated absences
Change in accrued interest on long-term debt
Change in prior year accrued interest on long-term debt
Change in inventory reserve

Internal service funds are used by management to charge the cost of certain activities, such as insurance
and equipment maintenance and opeations, to individual funds. The net revenue (expense) of
activities of the internal service funds is reported with governmental activities

Change in Net Assets of Governmental Activities

The notes to the basic financial statements are an integral part of this statement.
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$ 4,448,022

13,332,021
(8,822,642)
101,905

(1,733,604)
1,864,601

1,550,413

2,707,680

(3,547,507)
118,470
13,599

(932,592)
401,028
312,714

(120,516)
132,342

7,147

933,297

_$ 10766378



COUNTY OF LAKE, CALIFORNIA
STATEMENT OF NET ASSETS
PROPRIETARY FUNDS
JUNE 30, 2008

Business-type Activities Governmental
Enterprise Funds Activities
Internal
Solid Waste Service
Management Totals Funds
ASSETS
Current Assets
Cash and investments $ 7,838,155 % 7,838,155 % 2,599,087
Accounts receivable (net of allowance) 201,436 201,436 -
Interest receivable - - 5,931
Deposits - - 282,257
Advance to other funds 50,000 50,000 -
Inventory - - 22,016
Total Current Assets 8,089,591 8,089,591 2,909,291
Noncurrent Assets
Capital assets:
Non depreciable 717,055 717,055 48,233
Depreciable, net 4,790,626 4,790,626 1,855,277
Total Noncurrent Assets 5,507,681 5,507,681 1,903,510
Total Assets 13,597,272 13,597,272 4,812,801
LIABILITIES
Current Liabilities
Accounts payable 34,872 34,872 208,581
Accrued salaries and benefits 130,168 130,168 38,672
Compensated absences payable 8,330 8,330 5,232
Total Current Liabilities 173,370 173,370 252,485
Noncurrent Liabilities
Compensated absences payable 58,610 58,610 24,462
Closure/post closure liability 4,464,201 4,464,201 -
Estimated claims liability - - 526,931
Total Noncurrent Liabilities 4,522,811 4,522,811 551,393
Total Liabilities 4,696,181 4,696,181 803,878
NET ASSETS
Invested in capital assets 5,507,681 5,507,681 1,903,510
Restricted for closure maintenance 3,761,534 3,761,534 -
Unrestricted (368,124) (368,124) 2,105,413
Total Net Assets $ 8,901,091 8,901,091 % 4,008,923
Adjustments to reflect the consolidation of internal service fund activities related to enterprise funds. 21,748
Net Assets of Business-Type Activities $ 8,922,839

The notes to the basic financial statements are an integral part of this statement.
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COUNTY OF LAKE, CALIFORNIA
STATEMENT OF REVENUES, EXPENSES, AND
CHANGES IN NET ASSETS
PROPRIETARY FUNDS
FOR THE YEAR ENDED JUNE 30, 2008

Business-type Activities Governmental
Enterprise Funds Activities
Internal
Solid Waste Service
Management Totals Funds
OPERATING REVENUES
Charges for services $ 1,876,406 $ 1,876,406 $ 5,561,515
Rents and concessions - - 1,126,074
Other revenues 1,213 1,213 7,267
Total Operating Revenues 1,877,619 1,877,619 6,694,856
OPERATING EXPENSES
Salaries and benefits 1,308,907 1,308,907 379,534
Services and supplies 916,198 916,198 3,636,411
Closure/post closure 262,599 262,599 -
Claims/liability adjustments - - 1,665,928
Depreciation 334,452 334,452 562,436
Total Operating Expenses 2,822,156 2,822,156 6,244,309
Operating Income (Loss) (944,537) (944,537) 450,547
NON-OPERATING REVENUES (EXPENSES)
Intergovernmental revenues - - 345,402
Interest income (59,977) (59,977) 36,989
Gain (Loss) on sale of fixed assets - - (39,615)
Total Non-Operating Revenues (Expenses) (59,977) (59,977) 342,776
Income (loss) before Operating Transfers (1,004,514) (1,004,514) 793,323
Capital contributions - - 134,465
Transfers in - - 161,766
Transfers out (3,396) (3,396) (135,000)
Change in Net Assets (1,007,910) (1,007,910) 954,554
Total Net Assets - Beginning 9,909,001 2,974,812
Prior period adjustment - 79,557
Total Net Assets - Beginning, Restated 9,909,001 3,054,369
Total Net Assets - Ending $ 8,901,091 $ 4,008,923
Adjustment to reflect the consolidation of internal service fund activities related to enterprise funds. 21,257
Change in Net Assets of the Business-Type Activities $ (986,653)

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

-17-



COUNTY OF LAKE, CALIFORNIA
STATEMENT OF CASH FLOWS

PROPRIETARY FUNDS

FOR THE YEAR ENDED JUNE 30, 2008

CASH FLOWS FROM OPERATING ACTIVITIES
Receipts from customers
Payments to suppliers
Payments to employees
Payments for claims and judgements

Net Cash Provided (Used) by Operating Activities

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES
Intergovernmental revenues received
Transfers from other funds
Transfers to other funds

Net Cash Provided (Used) by Noncapital
Financing Activities

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES
Purchase of capital assets

Net Cash Provided (Used) by Capital and
Related Financing Activities

CASH FLOWS FROM INVESTING ACTIVITIES
Interest and dividends

Net Cash Provided (Used) by Investing Activities
Net Increase (Decrease) in Cash and Cash Equivalents
Balances - Beginning of the Year

Balances - End of the Year

RECONCILIATION OF OPERATING INCOME (LOSS) TO NET
CASH PROVIDED (USED) BY OPERATING ACTIVITIES
Operating income (loss)
Adjustments to reconcile operating income to net cash
provided by operating activities:
Depreciation
Decrease (increase) in:
Accounts receivable
Deposits
Inventories
Increase (decrease) in:
Accounts payables
Salaries and benefits payable
Compensated absences payable
Closure/post closure liability
Estimated claims liability

Net Cash Provided (Used) by Operating Activities

Business-type Activities Governmental
Enterprise Funds Activities
Internal
Solid Waste Service
Management Totals Funds
$ 1929730 $ 1,929,730 $ 6,505,156
(931,392) (931,392) (3,527,098)
(1,301,826) (1,301,826) (377,241)
- - (1,767,460)
(303,488) (303,488) 833,357
- - 345,402
- - 161,766
(3,396) (3,396) (135,000)
(3,396) (3,396) 372,168
(6,160) (6,160) (818,845)
(6,160) (6,160) (818,845)
(59,977) (59,977) 51,644
(59,977) (59,977) 51,644
(373,021) (373,021) 438,324
8,211,176 8,211,176 2,160,763
$ 7838155 $ 7,838,155 $ 2,599,087
$ (944537) $ (944537) $ 450,547
334,452 334,452 562,436
52,111 52,111 13,000
- - (202,700)
- - (2,616)
(15,194) (15,194) 111,929
11,006 11,006 1,080
(3,925) (3,925) 1,213
262,599 262,599 -
- - (101,532)
$ (303/488) $ (303/488) $ 833,357

The notes to the basic financial statements are an integral part of this statement.
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COUNTY OF LAKE, CALIFORNIA
STATEMENT OF FIDUCIARY NET ASSETS
FIDUCIARY FUNDS
JUNE 30, 2008

Investment Agency
Trust Funds Funds
ASSETS
Cash and investments $ 43,678,247 $ 3,034,739
Taxes and assessments receivable - 7,333,327
Due from other funds - 3,676,026
Total Assets 43,678,247 14,044,092
LIABILITIES
Due to other funds - 3,676,026
Fiduciary liabilities - 10,368,066
Total Liabilities - 14,044,092
NET ASSETS
Net assets held in trust for investment pool participants $ 43,678,247 $ -

The notes to the basic financial statements are an integral part of this statement.
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COUNTY OF LAKE, CALIFORNIA
STATEMENT OF CHANGES IN FIDUCIARY NET ASSETS
FIDUCIARY FUNDS
FOR THE YEAR ENDED JUNE 30, 2008

ADDITIONS
Contributions:

Contributions to investment pool $ 3,743,911

Net investment income:
Interest income 2,147,042
Net investment income 2,147,042
Total Additions 5,890,953

DEDUCTIONS

Distributions from investment pool 10,621,529
Total Deductions 10,621,529
Change in Net Assets (4,730,576)
Net Assets - Beginning 48,408,823
Net Assets - Ending $ 43,678,247

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