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CaAl LINAG

CERT

IFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITOR’S REPORT

Board of Supervisors and Grand Jury
County of Lassen
Susanville, California

We have audited the accompanying basic financial statements of the governmental activities, the
business-type activities, each magjor fund, and the aggregate remaining fund information of the
County of Lassen, California, (the 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 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
County’ s internal control over financial reporting. Accordingly, we express no such opinion. An
audit includes examining, on atest basis, evidence supporting the amounts and disclosures in the
basic 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 opinion.

In our opinion, based on our audit, the financial statements referred to above present fairly, in all
material respects, the financial position of the governmental activities, the business-type
activities, each major fund, and the aggregate remaining fund information of the County of
Lassen, California, 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 under separate cover,
our report dated December 31, 2008, on our consideration of the County of Lassen’s internal
control over financia reporting and on our tests of its compliance with certain provisions of
laws, regulations, contracts and grant agreements. The purpose of that report is to describe the
scope of our testing of internal control over financia 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.



Board of Supervisorsand Grand Jury
County of Lassen

The Management’s Discussion and Analysis (MD & A) and the required supplementary
information, as listed in the table of contents, are not a required part of the basic financial
statements but are 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 combining nonmajor fund
financial statements are presented for purposes of additional analysis and are not a required part
of the basic financial statements. The combining nonmajor fund financia statements have been
subjected to the auditing procedures applied by us in the audit of the basic financial statements
and, in our opinion, based on our audit, are fairly stated in all material respects in relation to the
basic financial statements taken asawhole.

Roseville, CA
December 31, 2008
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Management’ s Discussion and Analysis
Required Supplementary Information

FINANCIAL HIGHLIGHTS

The assets of the County exceeded liabilities at the close of the 2007-2008 fiscal year by
$75,088,568 (net assets). Of this amount, $13,378,138 (unrestricted net assets) may be
used to meet ongoing obligations to citizens and creditors, $20,659,291 is restricted for
specific purpose (restricted net assets), and $41,051,139 is invested in capital assets, net
of related debt. The government’ stotal net assets increased by $2,734,617.

The County governmental funds reported combined fund balances of $33,669,044 an
increase of $721,051 in comparison with the prior year.

The County’s unreserved fund balance for the general fund was $6,543,745, or 78% of
total general fund expenditures.

The County’ sinvestment in capital assets increased by $3,595,414.

The County’s total long-term liabilities decreased by $493,362 in comparison with the
prior year. The decrease resulted primarily from scheduled principal retirement of
certificates of participation. There were no new capital leases.

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis are intended to serve as an introduction to the County’s basic
financial statements. The County’s basic financial statements comprise three components
1) Government-wide financia statements; 2) Fund financial statements and 3) Notes to the
basic financial statements. Required Supplementary Information is included in addition to the
basic financial statements.

Government-wide Financial Statements are designed to provide readers with a broad overview
of County finances, in amanner 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 decreasesin
net assets may serve as a useful indicator of whether the financial position of the County
isimproving 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).
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Management’ s Discussion and Analysis
Required Supplementary Information

OVERVIEW OF THE FINANCIAL STATEMENTS (continued)

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 al or in part a portion of their costs through user fees
and charges (business-type activities). The governmental activities of the County include general
government, public protection, public ways and facilities, health and sanitation, public
assistance, education and recreation. The business-type activities of the County include the
County Service Area (Honey Lake TV), County Business Parks, and County Water Systems.

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.

The County maintains five individua governmental funds that are considered 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, the Road Fund, the Health and Human Services Fund, the Welfare Fund, and the
Public Safety Fund. Data from the other governmental funds are combined into a single,
aggregated presentation. Individual fund data for each of these non-major governmental fundsis
provided in the form of combining statements elsewhere in this report.
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OVERVIEW OF THE FINANCIAL STATEMENTS (continued)

Proprietary funds are maintained two ways. Enterprise funds are used to report the same
functions presented as business-type activities in the government-wide financia statements. The
County uses enterprise funds to account for the County Service Area #1 (Honey Lake TV),
county business parks, and county water systems operations. 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 fleet maintenance and
information systems functions. 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 enterprise fund operations are not 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 fundsis provided in the form of combining statements elsewhere in 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.

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.

Required Supplementary Information is presented concerning the County’s major funds
budgetary schedules. The County adopts an annual appropriated budget for its funds. A
budgetary comparison schedule has been provided for the General Fund to demonstrate
compliance with this budget.

GOVERNMENT-WIDE FINANCIAL ANALYSIS
As noted earlier, net assets may serve over time as a useful indicator of a government’s financial

position. In the case of the County, assets exceeded liabilities by $75,088,568 at the close of the
most recent fiscal year.
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GOVERNMENT-WIDE FINANCIAL ANALY SIS (continued)

Statement of Net Assets
June 30, 2008
Governmertal Business- Type
Activities Activities Totas
2008 2007 2008 2007 2008 2007 Variance (%)

Current and Other Assets $39,632,782 $38,645257 $ 207,415 $ 262,999 $39,840,197 $ 38,908,256 2.4%
Capital Assets 41,254,366 38,299,848 1,021,773 1,022,418 42,276,139 39,322,266 7.5%

Total Assets 80,887,148 76,945,105 1,229,188 1,285,417 82,116,336 78,230,522 9.9%
Current and Other Liabilities 3,991,638 2,343,229 -- 3,849 3,991,638 2,347,078 70.1%
Long-Term Liabilities 3,036,130 3,529,493 -- - 3,036,130 3,529,493 -14.0%

Total Liabilities 7,027,768 5,872,722 -- 3,849 7,027,768 5,876,571 56.1%
Invested in Capital Assets, net of debt 40,029,366 36,433,307 1,021,773 1,022,418 41,051,139 37,455,725 9.6%
Restricted 20,659,291 10,245,699 -- -- 20,659,291 10,245,699 101.6%
Unrestricted 13,170,723 24,393,377 207,415 259,150 13,378,138 24,652,527 -45.7%

Total Net Assets $73,859,380 $71,072,383 $1,229,188 $1,281,568 $75,088568 $72,353,951 3.8%

A portion of the County’s net assets, $13,378,138 represents unrestricted net assets which may
be used to meet the County’s ongoing obligations to citizens and creditors. A large portion of
the variance when compared to the prior year is attributed to the reclassification of certain assets.

Another significant portion of the County’s net assets, $41,051,139, reflects its investment in
capital assets (e.g. land and easements, structures and improvements, infrastructure, and
equipment), less any related debt used to acquire those assets. The County uses these capital
assets to provide services to citizens;, consequently, these assets are not available for future
spending. Although the County’ s investment in its capital assetsis reported net of related debt, it
should be noted that the resources needed to repay this debt must be provided from other
sources, since the capital assets themselves cannot be used to liquidate these liabilities.

The County’s management also designates unreserved fund balance to a particular function,
project or activity. Fund balance may aso be designated for purposes beyond the current year.
However, designated fund balance is available for appropriation at any time.

At the end of the current fiscal year, the County reported positive balances in all three categories
of net assets, both for the County as a whole, as well as for its separate governmental activities
and business-type activities.

The County’ s net assets increased by $2,734,617 during the current fiscal year. The net decrease
in unrestricted net assets represents the degree to which increases in ongoing expenses exceeded
increases in ongoing revenues. Theincrease in net assets invested in capital assets, net of related
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Required Supplementary Information

GOVERNMENT-WIDE FINANCIAL ANALY SIS (continued)

debt, represents capital purchases net of depreciation plus the retirement of related long-term

debt.
The following table indicates the changes in net assets for governmental and business-type
activities:
Statement of Activities
For the Y ear Ended June 30, 2008
Governmental Business-Type
Activities Activities Total
Revenues 2008 2007 2008 2007 2008 2007 Variance (%)
Program Revenues:
Charges for Services $ 5091,341 $ 5042863 $ 51839 $ 30445 $ 5143180 $ 5,073,308 1.4%
Operating grants/contributions 33,959,169 35,684,022 - 58,693 33,959,169 35,742,715 -5.0%
Capital grants/contributions 66,916 - - -- 66,916 - -
Property Taxes 7,862,759 4,300,530 - -- 7,862,759 4,300,530 82.8%
Sales and Use Taxes 5,899,074 5,473,419 - -- 5,899,074 5,473,419 7.8%
Other Taxes 529,108 3,639,246 - - 529,108 3,639,246 -85.5%
Miscellaneous 2,128,618 1,720,545 -- 18,666 2,128,618 1,739,211 22.4%
Interest and Investment earnings 2,604,311 2,595,384 35,359 20,514 2,639,670 2,615,898 0.9%
Total Revenues 58,141,296 58,456,009 87,198 128,318 58,228,494 58,584,327 -0.6%
Expenses
General Government 7,818,030 8,390,586 - -- 7,818,030 8,390,586 -6.8%
Public Protection 18,176,837 16,471,245 - -- 18,176,837 16,471,245 10.4%
Public Assistance 14,437,045 14,804,899 - -- 14,437,045 14,804,899 -2.5%
Public Ways and Facilities 5,343,195 4,004,043 - -- 5,343,195 4,004,043 33.4%
Health and Sanitation 9,156,415 7,442,091 - -- 9,156,415 7,442,091 23.0%
Education 87,822 84,703 - -- 87,822 84,703 3.7%
Recreation 102,218 104,612 - -- 102,218 104,612 -2.3%
Interest and Fiscal Charges 64,514 70,697 - -- 64,514 70,697 -8.7%
County Servive Area (Honey Lake TV) -- -- 81,013 59,482 81,013 59,482 36.2%
County Business Parks -- -- 38,232 36,256 38,232 36,256 5.5%
County Water System -- -- 5,333 3,873 5,333 3,873 37.7%
Total Expenses 55,186,076 51,372,876 124,578 99,611 55,310,654 51,472,487 7.5%
Excess (deficiency) of revenues
over (under) expenses 2,955,220 7,083,133 (37,380) 28,707 2,917,840 7,111,840 -59.0%
Transfers 15,000 (293,824) (15,000) 293,824 -- -- --
Changein Net Assets 2,970,220 6,789,309 (52,380) 322,531 2,917,840 7,111,840 -59.0%
Net Assets - Beginning 71,072,383 55,849,996 1,281,568 998,206 72,353,951 56,848,202 27.3%
Prior Period Adjustment (183,223) 8,433,078 (39,169) (183,223) 8,393,909 -102.2%
Net Assets - Ending $73,859,380 $71,072,383 $1,229, 188 $1,281,568 $75,088568 $72,353,951 3.8%
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GOVERNMENT-WIDE FINANCIAL ANALY SIS (continued)

FY 2007/08
Revenue by Source - Governmental Activities
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FINANCIAL ANALYSISOF THE COUNTY'SFUNDS

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 Project Funds. Included in these funds are the special
districts governed by the 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.

Net Change in Fund Balance
Governmental Funds

Increase (Decrease)
FY 2007/08 FY 2006/07 Amount Percent
Fund Balance - Beginning of Y ear, restated $32,947,993 $32,127,601 $ 820,392 2.55%
Revenues 61,086,000 57,814,270 3,271,730 5.66%
Expenditures (60,246,226)  (57,015,030)  (3,231,196) 5.67%
Excess (Deficiency) of Revenues Over
(Under) Expenditures 839,774 799,240 40,534 5.07%
Other Financing Sources (Uses) 15,000 21,152 (6,152) -29.08%
Prior period adjustment (133,723) - (133,723)
Fund Balance - Ending of Y ear $ 33,669,044 $32,947,993 $ 721,051 2.19%

At June 30, 2008, the County’s governmental funds reported combined fund balances of
$33,669,044, an increase of $721,051 in comparison with the prior year. Of these combined
fund balances, $30,968,854 constitutes unreserved fund balance of the General and Special
Revenue Funds, which is available to meet the County’s current and future needs. The remainder
of fund balance $2,700,190 is reserved to indicate that it is not available for new spending
because it has been committed.

The General Fund is the chief operating fund of the County. At June 30, 2008, unreserved fund
balance was $6,543,745 while total fund balance reached $8,183,083. As a measure of the
General Fund's liquidity, it may be useful to compare both unreserved and total fund balance to
total fund expenditures. Unreserved fund balance represents 78% of total Genera Fund
expenditures, while the total fund balance represents 97% of total General Fund expenditures.
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FINANCIAL ANALYSISOF THE COUNTY’S FUNDS (continued)

The County’s management also designates (earmarks) unreserved fund balance to a particular
function, project, or activity. Fund balance may also be designated for purposes beyond the
current year. However, designated fund balance is available for appropriation at any time. Of

the $6,543,745 General Fund unreserved fund balance, 56% (or $3,693,734) is designated.

The other governmental funds fund balances increased $293,743 to $25,485,961. The four
major governmental funds had changes in fund balance as follows: Roads $374,867, Health and
Human Services $281,229, Welfare $(686,272), Public Safety $(283,068). The non-major
governmental funds changed by $606,987.

The following table presents the amount of revenues from various sources as well as increases or

decreases from the prior year.

Revenues Classified by Source

Governmental Funds

FY 2007/08 FY 2006/07 Increase(Decrease)
Percent of Percent of Percent of
Amount Total Amount Total Amount Change

Revenue by Source:
Taxes $14,290,941 23.39% $ 13,413,195 2196% $ 877,746 6.54%
Licenses and Permits 507,845 0.83% 624,668 1.02% (116,823) -18.70%
Fines and Forfeitures 1,564,094 2.56% 1,435,600 2.35% 128,494 8.95%
Use of Money & Property 2,568,520 4.20% 2,572,504 4.21% (3,984) -0.15%
Intergovernmental 35,430,907 58.00% 33,800,903 55.33% 1,630,004 4.82%
Chargesfor Services 4,579,759 7.50% 4,217,734 6.90% 362,025 8.58%
Other 2,143,934 3.51% 1,749,666 2.86% 394,268 22.53%
Total $61,086,000 100.00% $ 57,814,270 100.00% $ 3,271,730 5.66%

10
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The following graph shows an illustrative picture of where the County funds come from.

Revenues by Sour ce - Governmental Activities \M‘
;
Taxes
Licenses and Permits
Fines and Forfeitures
Use of Money & Property
Intergovernmental
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Other
0 $, 000 -ZQ 000 -1\5:000 ?Q 000 96:000 30, 000 36:000 ¢Q 000

Thousands

The following table presents expenditures by function compared to prior year amounts.

Expenditures Classified by Function
Governmental Funds

FY 2007/08 FY 2006/07 Increase(Decrease)
Percent of Percent of Percent of
Amount Total Amount Total Amount Change

Expenditures by Function:
General Government $ 7,359,569 12.22% $ 7,795,963 13.67% $ (436,394) -5.60%
Public Protection 18,315,190 30.40% 16,552,755 29.03% 1,762,435 10.65%
Public Assistance 14,850,567 24.65% 14,966,080 26.25% (115,513) -0.77%
Public Ways and Facilities 5,063,494 8.40% 4,810,785 8.44% 252,709 5.25%
Health and Sanitation 9,316,820 15.46% 7,725,993 13.55% 1,590,827 20.59%
Education 87,485 0.15% 85,007 0.15% 2,478 2.92%
Recreation 102,845 0.17% 109,985 0.19% (7,140) -6.49%
Capital Outlay 4,440,163 7.37% 4,324,594 7.59% 115,569 2.67%
Debt Service-Principal 641,541 1.06% 555,000 0.97% 86,541 15.59%
Debt Service-Interest 68,552 0.11% 88,868 0.16% (20,316) -22.86%
Total $ 60,246,226 100.00% $ 57,015,030 100.00% $ 3,231,196 5.67%

11
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FINANCIAL ANALYSISOF THE COUNTY’S FUNDS (continued)

The following graph shows an illustrative picture of how County funds were spent.

Expenditures by Function - Governmental Activities

General Government # ‘

Public Protection

Public Assistance
Public Ways and Facilities
]

Health and Sanitation
Education

Recreation

Capital Outlay

Debt Service-Principal

Debt Service-Interest

6,

Other financing sources and uses are presented below to illustrate changes from the prior year.

Other Financing Sources (Uses)
Governmental Funds

Increase(Decrease)
FY 2007/08 FY 2006/07 Amount Percent
Transfersin $14,000,442 $12,601,012 $1,489,430 11.82%
Transfers out (14,075,442)  (12,579,860)  (1,495,582) 11.89%
Net financing sources(uses) $ 15000 $ 21,152 $  (6,152) -29.08%

12
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FINANCIAL ANALYSISOF THE COUNTY’S FUNDS (continued)

Proceeds from sale of capital assets are the result of sale transactions involving property that was
not needed for public use by the County.

Proprietary funds. The County’s proprietary funds provide the same type of information found
in the government-wide financial statements, but in more detail.

Enterprise funds report the business-type activities of the County. Enterprise funds are used to
account for County Service Area #1 (Honey Lake TV), county business parks, county water
systems operations.

Net Change in Fund Balance
Enterprise Funds
Increases(Decreases)
FY 2007/08 FY 2006/07 Amount Percent

Total Net Assets - Beginning $1,281,568 $ 998206 $ 283,362 28.39%

Revenues 51,839 49,111 2,728 5.55%
Expenditures (124,578) (99,611) (24,967) 25.06%
Operating Income(L0ss) (72,739) (50,500) (22,239) 44.04%
Non-Operating Revenues(Expens 35,359 76,664 (41,305) -53.88%
Capital Contributions 317,519 (317,519)

Transfers In/Out (15,000) (21,152) 6,152 -29.08%
Change in Net Assets (52,380) 322,531 (374,911) -116.24%
Prior Period Adjustment -- (39,169) 39,169 --

Fund Balance - Ending of Year ~ $1,229,188 $1,281,568 $ (52,380) -4.09%

The net assets of the enterprise funds decreased $(52,380). Operating revenues increased (5.5%)
while operating expenses increased by 25%.

Internal service funds are an accounting device to accumulate and allocate costs internally
among the County’ s various functions. Internal service funds are used to account for information
technology services, vehicle maintenance and other services provided to departments and other
county agencies.
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COUNTY OF LASSEN

Management’ s Discussion and Analysis
Required Supplementary Information

FINANCIAL ANALYSISOF THE COUNTY’S FUNDS (continued)

Net Change in Fund Balance
Internal Service Funds

Increases(Decreases)
FY 2007/08 FY 2006/07 Amount Percent

Total Net Assets - Beginning $ 888,108 $1,075272 $ (187,164) -17.41%

Revenues 1,022,397 999,170 23,227 2.32%
Expenditures (1,033,708) (995,001) (38,707) 3.89%
Operating Income(L0oss) (11,311) 4,169 (15,480) -371.31%
Non-Operating Revenues(Expens 37,903 13,441 24,462 182.00%
Transfers In/Out -- -- -- 0.00%
Changein Net Assets 26,592 17,610 8,982 51.01%
Prior Period Adjustment -- (204,774) 204,774 --

Fund Balance- Endingof Year $ 914,700 $ 888,108 $ 26,592 2.99%

Unrestricted net assets of the internal service funds at June 30, 2008 were $607,400. Investments
in capital assets, net of related debt were $307,300.

GENERAL FUND BUDGETARY HIGHLIGHTS

Over the course of the year the Board of Supervisors revised the County’s budget many times.
Each time a grant or specific revenue enhancement is made available to a County program that
requires new appropriations, a budget amendment is required.

The mid-year review is aformal process by which each department is analyzed for expense and
revenue trends. Adjustments are recommended where indicated and monitored for the remainder
of the year. Unless there is some unforeseen and unusua circumstance that causes a budget
overrun, adraw on the Contingency Reserve is not recommended.

Differences between the General Fund original budget and the final amended budget resulted in
an $266,628 increase in appropriations. The components of this increase are briefly summarized
as follows: $24,085 increase to the genera government; $(5,623) decrease to the public
protection; $19,000 increase to capital outlay; and $229,166 increase in other financing uses.
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COUNTY OF LASSEN
Management’ s Discussion and Analysis
Required Supplementary Information
GENERAL FUND BUDGETARY HIGHLIGHTS (continued)
Even with these adjustments, actual expenditures were $2,172,677 below final budgeted
appropriation amounts. Resources available for appropriation were $624,847 above final

budgeted resource amounts.

Differences between the origina budget and the final amended budget are summarized in the
table below:

Budgetary Comparison
General Fund
Original Final Net Change
Budget Budget Amount Percent
Total Revenues $16,578,781 $16,628,781 $ 50,000 0.30%
Total Expenditures (9,581,429) (9,618,891) (37,462) 0.39%
Other Financing Sources (Uses) (9,017,217) (9,246,383) (229,166) 2.54%

Net Change in Fund Balances $(2,019,865) $(2,236,493) $ (216,628)  10.72%

Differences between the final amended budget and actual amounts are summarized in the table
below:

Budgetary Comparison
Genera Fund
Final Actual Net Change
Budget Amounts Amount Percent
Total Revenues $16,628,781 $17,710,277 $1,081,496 6.50%
Total Expenditures (9,618,891) (8,410,250) 1,208,641 -12.57%
Other Financing Sources (Uses) (9,246,383) (8,738,996) 507,387 -5.49%

Net Change in Fund Balances $(2236,493) $ 561,031 $2,797,524 -125.09%

CAPITAL ASSETS

The County’ stotal investment in capital assets as of June 30, 2008, amounted to $42,276,139 net
of accumulated depreciation. This investment in a broad range of capital assets includes land,
infrastructure (roads and bridges), structures and improvements, and equipment.

The following table shows the County’s total investment in capital assets for governmental and
proprietary funds.
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COUNTY OF LASSEN

Management’ s Discussion and Analysis
Required Supplementary Information

CAPITAL ASSETS (continued)

Capital Assets
Governmental Activities Business-Type Activities Total
June 30, 2008  June 30, 2007 June 30,2008  June 30, 2007 2008 2007
Land $ 3444198 $ 3444198 $ 342519 $ 342519 $ 3,786,717 $ 3,786,717
Structures & Improvements 23,209,679 22,624,237 800,614 800,614 24,010,293 23,424,851
Equipment 11,541,448 11,162,307 201,633 160,208 11,743,081 11,322,515
Infrastructure 30,508,241 30,023,523 -- - 30,508,241 30,023,523
Construction In Progress 8,713,369 5,019,818 -- - 8,713,369 5,019,818
Totd 77,416,935 72,274,083 1,344,766 1,303,341 78,761,701 73,577,424
Accumulated Depreciation (36,162,569)  (33,974,235) (322,993) (280,923)  (36,485,562) (34,255,158)
Net Capital Assets $ 41,254,366 $ 38,299,848 $ 1,021,773 $ 1,022,418 $42,276,139 $39,322,266

Components of the change in net capital assets for governmental activities are as follows:

Current Y ear

Depreciation

Prior Y ear & PY Depr.
Additions Transfers Retirements (net)  Adjustments Adj. Net Change
Construction in progress $ 4038172 $ (344,621 $ - $ - $ - $ 3,693,551
Infrastructure 452,517 32,201 - - (1,164,594) (679,876)
Structures & Improvements 273,022 312,420 -- -- (551,226) 34,216
Equipment 675,512 -- (296,371) -- (472,514) (93,373)
Totas $ 5439223 $ - $ (296,371) $ - $(2,188,334) $ 2,954,518

The most significant additions to governmental capital assets are continuing work on the Skyline
East road, improvements at Janesville Park, the Juvenile Hall Group Home Remodel project and
various road projects.

DEBT ADMINISTRATION
At June 30, 2008, the County had total long-term liabilities outstanding of $3,036,131 as
compared to $3,529,493 in the prior year. During the year, retirement of debt amounted to

$1,537,095. Additions and adjustments to long-term liabilities amounted to a decrease of
$493,362.
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COUNTY OF LASSEN
Management’ s Discussion and Analysis
Required Supplementary Information
DEBT ADMINISTRATION (continued)

The following table shows the composition of the County’s total outstanding debt for
governmental and proprietary funds.

Long-Term Debt

Governmental Activities Business-Type Activities Total
June 30, 2008 June 30, 2007 June 30,2008 June 30,2007 June 30,2008 June 30, 2007
Notes Payable $ - $ 14286 $ - 8 - $ - 8 14,286
Refunding Certificates of
Particiaption (1998) 1,225,000 1,795,000 - -- 1,225,000 1,795,000
Capital Lease Obligations -- 57,255 -- - - 57,255
Compensated absences 1,199,890 1,118,325 - - 1,199,890 1,118,325
Claims liability 611,240 544,627 -- - 611,240 544,627
Total 3,036,130 3,529,493 - - 3,036,130 3,529,493
Less Current Portion (1,199,945) (1,171,943) -- - (1,199,945) (1,171,943)
Net Long-Term Debt $ 1836185 $ 2357550 $ - $ - $ 1836185 $ 2,357,550

ECONOMIC FACTORSAND NEXT YEAR'SBUDGET

In fiscal year 2007/08 Lassen County projected an operating shortfall. The budget was adopted
using fund balances as the means to maintain the current level of services. Fortunately revenue
received during the fiscal year met projections in most funds and not all budgeted expenditures
were realized. Although fund balance was used to meet the needs of the County during the fiscal
year, less was required than anticipated.

The development of the County budget for fiscal year 2008/09 presented additional challenges.
Despite the protections afforded local governments by Proposition 1A the County’s budget is
still subject to significant impacts from State budget actions. The budget adopted by the State
included significant decreases in funding for many local programs, especidly in the area of
health and human services. Additional reductions have already been proposed for the second half
of the year. The on-going State deficit will most certainly be a major factor in determining the
County’ s ability to maintain the current levels of servicein the future.

REQUEST FOR INFORMATION
This financia 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
Lassen County Auditor’s Office at 221 South Roop Street, Susanville California 96130.

17



BASIC FINANCIAL STATEMENTS-
GOVERNMENT-WIDE FINANCIAL STATEMENTS



COUNTY OF LASSEN

Statement of Net Assets
June 30, 2008

Primary Government

Governmental Business-Type
ASSETS Activities Activities Totas
Cash and investments $ 33,682,687 $ 292,415 $ 33,975,102
Cash with fiscal agent 603,026 - 603,026
Accounts receivable 66,546 - 66,546
Due from other governmental entities 2,813,077 -- 2,813,077
Internal balances 85,000 (85,000) --
Deposits with others 1,289,338 -- 1,289,338
Prepaid expenses 109,356 -- 109,356
Inventories 679,020 -- 679,020
Long term receivables 304,732 -- 304,732
Capital assets:
Nondepreciable 12,157,567 342,519 12,500,086
Depreciable, net 29,096,799 679,254 29,776,053
Total Assets $ 80,887,148 $ 1229188 $ 82,116,336
LIABILITIES
Accounts payable $ 1,365,600 $ -- $ 1,365,600
Salaries and benefits payable 1,183,320 -- 1,183,320
Due to other governmental entities 723,487 -- 723,487
Interest payable 8,831 -- 8,831
Unearned revenue 710,400 -- 710,400
Long-Term Liabilities:
Portion due or payable within one year:
Liability for compensated absences 599,945 - 599,945
Certificates of participation 600,000 -- 600,000
Portion due or payable after one year:
Liability for compensated absences 599,945 -- 599,945
Certificates of participation 625,000 -- 625,000
Claimsliability 611,240 - 611,240
Total Liabilities 7,027,768 -- 7,027,768
NET ASSETS
Investment in capital assets, net of related debt 40,029,366 1,021,773 41,051,139
Restricted for:
Public Safety 1,049,321 - 1,049,321
Headlth & Public Assistance 9,221,497 - 9,221,497
Community Resources & Facilities 6,783,662 -- 6,783,662
General Government & Support Services 705,131 -- 705,131
Criminal Justice and Courthouse Construction 1,738,386 - 1,738,386
Debt service 1,161,294 - 1,161,294
Unrestricted 13,170,723 207,415 13,378,138
Total Net Assets 73,859,380 1,229,188 75,088,568
Total Liabilities and Net Assets $ 80,887,148 $ 1229188 $ 82,116,336

The accompanying notes are an integral part of these financial statements.
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COUNTY OF LASSEN

Statement of Activities
For the Y ear Ended June 30, 2008

Program Revenues

Fees, Finesand Operating Capita
Chargesfor Grants and Grantsand
Functions/Programs Expenses Services Contributions Contributions
Primary Government:
Governmental Activities:
General government $ 7818030 $ 1,251,007 3,100,800 $ 66,916
Public protection 18,176,837 2,849,861 6,934,071 -
Public ways and facilities 5,343,195 139,601 8,204,449 --
Health and sanitation 9,156,415 845,200 5,741,392 -
Public assistance 14,437,045 5,672 9,919,068 -
Education 87,822 -- - -
Recreation and culture 102,218 -- 59,299 -
Debt service:
Interest 64,514 -- -- --
Total Governmental Activities 55,186,076 5,091,341 33,959,169 66,916
Business-Type Activities:
County Service Area (Honey Lake TV) 81,013 50,488 -- --
County Business Park 38,232 -- - -
County Water System 5,333 1,351 - --
Total Lassen County $ 55310654 $ 5,143,180 33,959,169 % -

General Revenues;

Taxes:

Property taxes

Sales and use taxes

Other

Miscellaneous

Unrestricted interest and investment earnings

Transfers

Total General Revenues and Transfers

Changein Net Assets

Net assets - July 1

Prior period adjustment
Net assets - June 30

The accompanying notes are an integral part of these financial statements.
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Net (Expense) Revenue and
Changesin Net Assets

Primary Government

Governmental Business-Type

Activities Activities Total
$  (3399,217) $ - $ (3399,217)
(8,392,905) - (8,392,905)
3,000,855 - 3,000,855
(2,569,823) - (2,569,823)
(4,512,305) - (4,512,305)
(87,822) - (87,822)
(42,919) - (42,919)
(64,514) -- (64,514)
(16,068,650) - (16,068,650)
(30,525) (30,525)
(38,232) (38,232)
(3,982 (3,982
(16,068,650) (72,739) (16,141,389)
7,862,759 - 7,862,759
5,899,074 - 5,899,074
529,108 - 529,108
2,128,618 - 2,128,618
2,604,311 35,359 2,639,670
15,000 (15,000) --
19,038,870 20,359 19,059,229
2,970,220 (52,380) 2,917,840
71,072,383 1,281,568 72,353,951
(183,223) -- (183,223)

$ 73859380 $ 1229188 $ 75,088,568
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Assets

Cash and investments
Cash with fiscal agent
Deposits with others
Accounts receivable

Due from other governmental entities

Due from other funds

Advances to other funds

Prepaid expenses

Inventory

Long term receivables
Total Assets

Liabilities
Accounts payable
Accrued salaries
Due to other governmental entities
Due to other funds
Advances from other funds
Deferred revenue
Total Liabilities

Fund Balances
Reserved for:
Advances
Prepaid expenses
Sdf insurance
Inventory
Unreserved, reported in:
General fund:
Designated
Undesignated
Special revenue funds:
Designated
Undesignated
Debt service funds:
Undesignated
Capital project funds:
Designated
Undesignated
Total Fund Balances

Total Liabilities and Fund Balances

COUNTY OF LASSEN

Balance Sheet

Governmental Funds

June 30, 2008

Health and
Road Human
General Fund Services Welfare

$ 6925453 $ 6631455 $ 2,710,003 $ 1,209,061
1,289,338 -- -- --
174,361 -- 1,340,829 202,084
134,449 -- -- --
350,000 -- -- --
-- 679,020 -- --
143,369 -- -- --
$ 9016970 $ 7310475 $ 4050832 $ 1411145
$ 43351 % 912,072 $ 76,042 $ 4,781
237,121 105,553 215,833 131,790
4,377 2,369 655,732 20,514
549,038 -- 915,262 125,606
833,887 1,019,994 1,862,869 282,691
350,000 -- -- --
1,289,338 -- -- --
-- 679,020 -- --
3,693,734 -- -- --
2,850,011 -- -- --

-- -- 157,742
-- 5,611,461 2,030,221 1,128,454
8,183,083 6,290,481 2,187,963 1,128,454
$ 9016970 $ 7310475 $ 4050832 $ 1411145

The accompanying notes are an integral part of these financial statements.
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Other

Public Governmental

Safety Funds Total
$ 1193551 $ 14,388,344 $ 33,057,867
-- 603,026 603,026
-- -- 1,289,338
12,033 54,513 66,546
631,171 464,632 2,813,077
-- -- 134,449
-- 272,476 622,476
-- 109,356 109,356
-- -- 679,020
161,363 304,732

$ 1836755 $ 16053710 $ 39,679,887

$ 237243 $ 84949 $  1,358438
329,097 153,668 1,173,062
- 40,495 723,487

- 134,449 134,449

22,476 515,000 537,476
153,822 340,203 2,083,931
742,638 1,268,764 6,010,843
- 272,476 622,476
109,356 109,356

- - 1,289,338

- - 679,020

- - 3,603,734

- - 2,850,011
984,386 10,650,675 11,792,803
109,731 (115,664) 8,764,203
- 1,161,294 1,161,294

- 3,244,711 3,244,711

- (537,902) (537,902)
1,094,117 14,784,946 33,669,044

$ 1836755 $ 16053710 $ 39679887




COUNTY OF LASSEN

Reconciliation of the Governmental Funds Balance Sheet
to the Government-Wide Statement of Net Assets - Governmental Activities
June 30, 2008

Fund Balance - total governmental funds (page 20)

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

Deferred revenue in governmental activities are not financial resources and,
therefore, are not reported in governmental funds.

Capital assets used in governmental activities are not financial resources and,
therefore, are not reported in the governmental funds.

Internal service funds are used by the County to charge the cost of unemployment insurance,
dental insurance, fleet services and telephone servicesto individual funds. The assets and
liabilities of the internal service funds are included in governmental activitiesin the
statement of net assets. Internal service fund net assets are:

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

Long-term liabilities, including certificates of participation, are not due and payable
in the current period, and therefore are not reported in the governmental funds.

Certificates of participation
Compensated absences
Claims liability

Net assets of governmental activities (page 18)

The accompanying notes are an integral part of these financial statements.
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$ 33,669,044

1,373,531

40,947,066

914,700

(8,831)

(1,225,000)
(1,199,890)
(611,240)

$ 73,859,380




Revenues:
Taxes
Licenses and permits
Intergovernmental
Chargesfor services
Fines and forfeitures
Use of money and property
Other

Total Revenues

Expenditures:

Current:

Genera government
Public protection
Public ways and facilities
Health and sanitation
Public assistance
Education

Recreation and culture
Debt Service:

Principal

Interest

Capital outlay

Total Expenditures

COUNTY OF LASSEN

Statement of Revenues, Expenditures and
Changesin Fund Balances

Governmenta Funds

For the Y ear Ended June 30, 2008

Excess (Deficiency) of Revenues Over

(Under) Expenditures

Other Financing Sources (Uses):

Transfersin
Transfers out

Total Other Financing Sources (Uses)

Net change in fund balances

Fund Balances, Beginning of Year

Prior period adjustment

Fund Balances, Beginning of Y ear - restated

Fund Balances, End of Y ear

Health and
Road Human

General Fund Services Welfare
$ 9,000,245 -- - -
420,924 24,907 3,381 --
3,580,460 8,703,734 5,114,325 9,556,135
2,508,512 114,694 765,121 480
178,975 -- 24,769 --
442,775 271,369 97,104 61,713
1,578,386 36,899 82,549 244,359
17,710,277 9,151,603 6,087,249 9,862,687
6,022,865 -- - --
2,255,142 -- 212,850 --
-- 5,031,278 -- --

-- -- 7,489,966 --

-- -- 718,247 13,038,071
87,485 -- - --
18,823 -- -- --
-- 57,255 -- --
25,935 3,688,203 111,724 17,888
8,410,250 8,776,736 8,532,787 13,055,959
9,300,027 374,867 (2,445,538) (3,193,272)
268,724 -- 2,758,442 2,507,000
(9,007,720) -- (31,675) --
(8,738,996) -- 2,726,767 2,507,000
561,031 374,867 281,229 (686,272)
7,622,052 5,915,614 1,906,734 1,814,726
7,622,052 5,915,614 1,906,734 1,814,726
$ 8,183,083 6,290481 $ 2187963 $ 1,128,454

The accompanying notes are an integral part of these financial statements.
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Other

Public Governmentd
Safety Funds Total
1,440,577 3,850,119 $ 14,290,941
5,788 52,845 507,845
4,442,965 4,033,288 35,430,907
558,604 632,348 4,579,759
53,351 1,306,999 1,564,094
63,713 1,631,846 2,568,520
5,251 196,490 2,143,934
6,570,249 11,703,935 61,086,000
351,897 984,807 7,359,569
11,485,365 4,361,833 18,315,190
-- 32,216 5,063,494
-- 1,826,854 9,316,820
-- 1,094,249 14,850,567
-- -- 87,485
-- 84,022 102,845
-- 584,286 641,541
-- 68,552 68,552
38,521 557,892 4,440,163
11,875,783 9,594,711 60,246,226
(5,305,534) 2,109,224 839,774
5,043,840 3,512,436 14,090,442
(21,374) (5,014,673) (14,075,442)
5,022,466 (1,502,237) 15,000
(283,068) 606,987 854,774
1,445,330 14,243,537 32,947,993
(68,145) (65,578) (133,723)
1,377,185 14,177,959 32,814,270
$ 1094117 $ 14784946 $ 33,669,044




COUNTY OF LASSEN

Reconciliation of the Statement of Revenues, Expenditures, and
Changes in Fund Balances of Governmental Fundsto the
Government-Wide Statement of Activities - Governmental Activities
For the Y ear Ended June 30, 2008

Net change to fund balance - total governmental funds (page 22)

Amounts reported for governmental activitiesin the
statement of activities are different because:

Governmental funds report capital outlay as expenditures. However,
in the statement of activities, the cost of those assetsis allocated
over their estimated useful lives and reported as depreciation
expense.

Expenditures for general capital assets, infrastructure, and other related

capital assets adjustments 5,250,733
Less: current year depreciation (2,245,824)

Governmental fund revenues deferred at year end due to unavailability, and
therefore, deferred under the modified accrual method of accounting, were
recognized as revenue on the full accrual method of accounting

Repayment of debt principal is an expenditure in the governmental
funds, but the repayment reduces long-term liabilities in the
statement of net assets.

Principal repayments:
Notes payable
Certificates of participation
Capital leases

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 governmental funds.

Change in compensated absences
Change in accrued interest payable
Changein claimsliabilities

Internal service funds are used by management to charge the costs of
certain activities to individual funds. The net revenue of
certain activities of the internal service fundsis reported with
governmental activities.

Change in net assets of governmental activities (page 19)

The accompanyingn notes are an integral part of these financial statements.
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$ 854,774

3,004,909

(1,413,456)

14,286
570,000
57,255

(81,565)
4,038
(66,613)

26,592

$ 2,970,220



COUNTY OF LASSEN

Statement of Fund Net Assets

ASSETS

Current assets:
Cash and investments

Total current assets
Noncurrent assets:

Capital assets:
Nondepreciable
Depreciable, net
Total noncurrent assets

Total Assets
LIABILITIES
Current liahilities:
Accounts payable
Salaries and benefits payable

Noncurrent liabilities:
Advances from other funds

Total Liabilities
NET ASSETS
Investment in capital assets, net of related debt
Unrestricted

Total Net Assets

Total Liabilities and Net Assets

Proprietary Funds
June 30, 2008

Business-Type
Activities - Governmental
Enterprise Funds Activities
Internal
Nonmajor Service
Funds Funds
$ 292415 % 624,820
292,415 624,820
342,519 --
679,254 307,300
1,021,773 307,300
$ 1314188 % 932,120
$ - % 7,162
-- 10,258
85,000 --
85,000 17,420
1,021,773 307,300
207,415 607,400
1,229,188 914,700
$ 1,314,188 % 932,120

The accompanying notes are an integral part of these financial statements.
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COUNTY OF LASSEN

Statement of Revenues, Expenses and

Operating Revenues:
Chargesfor services
Miscellaneous

Total Operating Revenues

Operating Expenses:
Salaries and benefits
Services and supplies
Depreciation
Total Operating Expenses

Operating Income (L 0ss)

Non-Operating Revenue (Expenses):

Interest income
Gain/(loss) on disposal of assets
Total Non-Operating Revenue
Net Income (Loss) Before Transfers
Transfers out
Changein Net Assets

Net Assets - Beginning of Year

Net Assets - End of Yea

Changesin Fund Net Assets
Proprietary Funds
For the Y ear Ended June 30, 2008

Business-Type
Activities - Governmental
Enterprise Funds Activities
Interna
Nonmajor Service
Funds Funds

$ 51,832 $ 1,004,808
7 17,589

51,839 1,022,397

- 282,559

82,508 573,004

42,070 178,145

124,578 1,033,708
(72,739) (11,311)

35,359 35,791

-- 2,112

35,359 37,903

(37,380) 26,592
(15,000) --
(52,380) 26,592
1,281,568 888,108

$ 1229188 $ 914,700

The accompanying notes are an integral part of these financial statements.
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COUNTY OF LASSEN
Statement of Cash Flows

Proprietary Funds
For the Y ear Ended June 30, 2008

CASH FLOWSFROM OPERATING ACTIVITIES:

Cash receipts from customers

Cash receipts from interfund services provided
Cash paid to suppliers for goods and services
Cash paid to employees for services

Net Cash Provided (Used) by Operating Activities

CASH FLOWSFROM NONCAPITAL
FINANCING ACTIVITIES:
Transfersin (out)

Net Cash Provided (Used) by
Noncapital Financing Activities

CASH FLOWSFROM CAPITAL AND

RELATED FINANCING ACTIVITIES:
Payments related to the acquisition of capital assets
Proceeds from sale of capital assets

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

CASH FLOWSFROM INVESTING ACTIVITIES
Interest received

Net Cash Provided by Investing Activities

Net Increase (Decrease) in Cash
and Cash Equivalents

Cash and Cash Equivalents, Beginning of Year

Cash and Cash Equivalents, End of Year

Business-Type
Activities - Governmental
Enterprise Funds Activities
Internal
Nonmajor Service
Funds Funds
51,839 $ -
- 1,022,397
(86,357) (593,518)
-- (283,199)
(34,518) 145,680
(15,000) --
(15,000) --
(41,425) (180,402)
-- 5,260
(41,425) (175,142)
35,359 35,791
35,359 35,791
(55,584) 6,329
347,999 618,491
292415 $ 624,820
continued

The accompanying notes are an integral part of these financial statements.
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COUNTY OF LASSEN

Statement of Cash Flows (continued)
Proprietary Funds
For the Y ear Ended June 30, 2008

Business-Type
Activities - Governmental
Enterprise Funds Activities
Internal
Nonmajor Service
Funds Funds

Reconciliation of Operating Income (L 0ss)
to Net Cash Provided (Used) by
Operating Activities:
Operating income (l0ss) $ (72,739) $ (11,3112)
Adjustments to Reconcile Operating Income
to Net Cash Flows from Operating Activities:
Depreciation 42,070 178,145
Changesin Assets and Liabilities:
Increase (decrease) in:

Accounts payable (3,849 (20,514)
Accrued salaries - (640)
Net Cash Provided (Used) by Operating Activities $ (34518 $ 145,680

The accompanying notes are an integral part of these financial statements.
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COUNTY OF LASSEN

Statement of Fiduciary Net Assets
Fiduciary Funds
June 30, 2008

Investment Agency
Trust Funds
Assets
Current Assets.
Cash and investments $ 21079481 $ 9,344,262
Taxesreceivable -- 2,878,619
Total Assets 21,079,481 12,222,881
Liabilities
Current Liabilities:
Agency obligations -- 12,222,881
Total Liabilities -- 12,222,881
Net Assets
Net assets held in trust for investment pool
participants $ 21079481 $ --

The accompanying notes are an integral part of these financial statements.
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COUNTY OF LASSEN

Statement of Changes in Fiduciary Net Assets
Fiduciary Funds
For the Y ear Ended June 30, 2008

I nvestment
Trust
ADDITIONS
Contributions $ 50,675,930
Revenue from use of money and property 1,189,741
Total Additions 51,865,671
DEDUCTIONS
Distributions from pooled investment 53,530,890
Total Deductions 53,530,890
Net increase (decrease) in net assets (1,665,219)
Net Assets - Beginning of Y ear 22,744,700
Net Assets - End of Year $ 21,079,481

The accompanying notes are an integral part of these financial statements.
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NOTESTO THE BASIC FINANCIAL STATEMENTS

The notes provided in the financial section of this report are considered an integral and essential
part of adequate disclosure and fair presentation of this report. The notes include a summary of
significant accounting policies for the County, and other necessary disclosure of pertinent
matters relating to the financial position of the County. The notes express significant insight to
the financial statements and are conjunctive to understanding the rationale for presentation of the
financia statements and information contained in this document.
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Note 1:

COUNTY OF LASSEN

Notesto the Basic Financial Statements
For the Y ear Ended June 30, 2008

Summary of Significant Accounting Policies

This summary of significant accounting policies of the County of Lassen (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, entities for
which the government is considered to be financially accountable under the criteria
set by Governmental Auditing Standards Board (GASB) Statement No. 14.

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 the 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. The Bieber Lighting District, Lassen-Modoc Flood
Control District, and County Service Area #1 are districts governed by the County
Board of Supervisors. The component units governing body is substantially the
same as the primary government; hence, these units are presented by blending them
with the primary government.

Discretely Presented Component Units. There are no component units of the
County which meet the criteria for discrete presentation.

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. Eliminations have been made to minimize the double counting of internal
activities. These statements distinguish between the governmental and business-
type activities of the County. Governmental activities, which normaly are
supported by taxes and intergovernmental revenues, are reported separately from
business-type activities, which rely to a significant extent on fees charged to
external parties.
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COUNTY OF LASSEN

Notesto the Basic Financial Statements
For the Y ear Ended June 30, 2008

Notel: 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 indirect expenses. 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 revenues,
including all taxes, are presented instead as general revenues.

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

Fund Financial Statements

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 magor governmental and enterprise
funds, each displayed in a separate column. All remaining governmental and
enterprise funds are separately aggregated and reported as nonmajor funds.

Proprietary 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. Nonoperating revenues, such as subsidies and investment earnings, result
from nonexchange transactions or ancillary activities.

The County reports the following major governmental funds:

e 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 funds. For the County, the General Fund includes such activities as
legidative and administrative, personnel, finance, counsel, elections, and property
management.

e The Road Fund is used to account for all revenues and expenditures necessary to

carry out basic governmental activities of the County that relate to public ways
not accounted for through other funds.
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COUNTY OF LASSEN

Notesto the Basic Financial Statements
For the Y ear Ended June 30, 2008

Notel: Summary of Significant Accounting Policies (continued)

B.

Basis of Presentation (continued)

Fund Financial Statements (continued)

The Health and Human Services Fund is used to account for all revenues and
expenditures necessary to carry out basic governmental activities of the County
that relate to health programs, children’s programs and veterans services, such as
public health, mental health, veterans services, public guardian, and drug and
alcohol programs.

The Welfare Fund is used to account for all revenues and expenditures necessary
to carry out basic governmental activities of the County that relate to Social
Services programs including social services administration, general relief,
protective services, and community services.

The Public Safety Fund is used to account for all revenues and expenditures
necessary to carry out basic governmental activities of the County that relate to
Public Safety, such as police protection, detention, public defender, and district
attorney.

The County reports the following additional fund types:

Internal Service Funds are used by the County to charge the cost of information
technology services and fleet servicesto individua funds.

The Investment Trust Fund accounts for the assets of legally separate entities that
deposit cash with the County Treasurer. These entities include school and
community college districts, other special districts governed by local boards,
regional boards and authorities and pass through funds for tax collections for
cities. These funds represent 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 various
local governments.
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Note 1:

COUNTY OF LASSEN

Notesto the Basic Financial Statements
For the Y ear Ended June 30, 2008

Summary of Significant Accounting Policies (continued)

C.

Basis of Accounting

The government-wide, proprietary, 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. Nonexchange
transactions, in which the County gives (or receives) value without directly
receiving (or giving) equal value in exchange, include property and sales taxes,
grants, entitltements and donations. On an accrual basis, revenue from property
taxes is recognized in the fiscal year for which the taxes are levied. 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 eligible 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”). Taxes,
intergovernmental, interest and charges for services are considered susceptible to
accrual. Property and sales taxes, interest, certain state and federal grants and
charges for services are accrued when their receipt occurs within sixty days after
the end of the accounting period so as to be measurable and available.

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 financial sources.

For its business-type activities and enterprise funds, the County has elected under
GASB Statement No. 20, Accounting and Financial Reporting for Proprietary
Funds and Other Governmental Entities that Use Proprietary Fund Accounting, to
apply al 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, aong with
subsequent GASB pronouncements (Statements and Interpretations), constitutes
GAAP for governmental units.



Note 1:

COUNTY OF LASSEN

Notesto the Basic Financial Statements
For the Y ear Ended June 30, 2008

Summary of Significant Accounting Policies (continued)

D.

Cash and Investments

The County follows the practice of pooling cash and investments of all funds except
for funds required to be held by outside fiscal agents. Each fund type's portion of
this pool is displayed on the combined balance sheet as cash and investments.
Investments are stated at fair value in accordance with the provisions of
GASB Statement No. 31.

Cash and Cash Equivalents

For purposes of the statements of cash flows, the County considers al cash and
investments with maturities of 90 days or less and all pooled cash and investments
held by the County Treasurer as cash and cash equivalents.

Receivables

Receivables consist mostly of amounts due from other agencies. Management
believes its receivables are fully collectible except for its long term receivables on
the Community Development Housing loans.

Inventory

Inventory is valued at market on a moving average basis. Road inventory consists
of road supplies, fuel and various consumable items. The consumption method of
accounting is used. The cost is recorded as an expenditure at the time individual
inventory items are used. In governmental funds, reported inventories are equally
offset by a fund balance reserve, which indicates that it does not constitute
“available spendable resources’ even though it is a component of net current assets.

Capital Assets

Capital assets (including infrastructure)