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Ron Galperin
CONTROLLER

February 13, 2019

Honorable Eric Garcetti, Mayor
Honorable Michael Feuer, City Attorney
Honorable Members of the Los Angeles City Council

Re: In the Balance: Financial Report on the City’s Special Funds

My latest report details the City’s 705 special purpose funds (special funds), which had a total 
balance of $4.1 billion, as of June 30, 2018. These funds were created by Council action or 
ordinance to pay for specific purposes or projects. They fund varied City projects and 
operations, including grant programs, capital projects, fee-supported activities, debt service and 
much more.

While special funds make up roughly half of the City’s treasury, 591 special funds are not 
included in the adopted budget, and currently there are no uniform policies or procedures for 
creating, using, reviewing, repurposing or closing them - resulting in considerable sums going 
unspent that could otherwise be put to good use on City services.

Accompanying today’s report and recommendations is a webpage featuring easily accessible 
charts and graphs to help explore and better understand both the funds generally and 
individually. The visualizations - along with a dashboard to help simplify searches - is located at 
lacontroller.org/specialfunds. Detailed are the function of each special fund, which City 
department administers the fund and its cash balance. Users can also browse through idle 
funds by our recommendations for follow-up.
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The City’s special fund policies need reform

• Right now, the City’s approach to special fund management is extraordinarily 
decentralized. Each department manages its own funds and largely applies its own 
rules, with no overarching policy that instructs departments on what to do. This means 
that a significant segment of City finances lacks a true mechanism for oversight and 
transparency, leading to under-spending each year.

• Some City departments oversee numerous funds; some oversee fewer. The City Clerk, 
for example, administers 105 special funds and the Economic and Workforce 
Development Department has 77, while the Personnel Department has six and Animal 
Services three.

• In fiscal year 2018, 382 special funds used less than half of their available cash, and half 
of those funds did not show any expenditures. A lack of spending may be justified for 
certain funds, depending on the fund’s age and objective. But even when funds are old 
and empty or long ago completed their purpose, departments are not required to close 
them.

• For three or more years, 188 special funds with more than $31 million sat dormant with 
no expenditures. Fifty-three of these funds have zero balances and could be closed right 
away. The money in these and other idle funds could - and should - be used for 
essential City services, including street improvements, programs to alleviate 
homelessness, economic development and public safety.

My office has studied and reported on the opportunities and challenges of special funds before, 
starting in 2014. Most recently, in March 2018, we highlighted the large number of idle funds at 
the City. Since that report, City departments have closed nine funds, freeing up $1.2 million, but 
much more must be done.

The City’s issues with special funds are not entirely unique to Los Angeles, but the magnitude of 
the problem certainly is. My office has reviewed special fund policies in other jurisdictions, such 
as the City of Denver, along with the states of Virginia and New Mexico, all of which have had 
challenges with special fund management. The recommendations in this report reflect some of 
the solutions currently applied by other governmental entities.

Recommendations

My report urges the City to adopt a comprehensive, multi-pronged policy to better manage 
special funds, including:

• Apply standard procedures and checklists when creating new funds;
• Create funds with "sunset” clauses that require funds to either justify their continued 

existence after a certain period or be closed;
• Eliminate old and outdated encumbrances and appropriations;
• Mandate annual revenue and expenditure plans for each fund; and
• Adopt new procedures and timelines to close out idle funds.
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I urge the City Council and Mayor to adopt the recommendations in this report. Establishing 
clear protocols to manage special funds, and to review and close idle ones, will give the City
access to untapped resources that will benefit all Angelenos.

Respectfully submitted,

RON GALPERIN 
L.A. Controller
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