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SUBJECT: Fiscal Year 2008-2009 Year End Revisions and Financial Status Report

Recommended Actions:

That the Board of Supervisors:

1) Approve budget revisions and transfers necessary to close the County’s accounting records for all
County funds for the fiscal year ended June 30, 2009 (Fiscal Year 08-09).

2) Accept and file, per the provisions of Government Code Section 29126.2, the June 30, 2009 Financial
Status Report showing the status of appropriations and financing for all department budgets adopted

by the Board of Supervisors.

Summary Text and Backeround:

1) Approval by the Board of the budget revisions and transfers necessary to close the County’s accounting
records as of June 30, 2009. The revisions along with a summary are attached (Attachment A).

The summary is a listing of the 31 budget revisions and transfers for Board approval. This will bring the
total number of budget revisions to 310 for the fiscal year compared to 296 in the prior fiscal year. These
current revisions and transfers consist of changes to designations, changes to contingency, unanticipated
and unrealized revenue transfers and a few revisions to correct departmental overruns. Many of these
transfers are ministerial, some are legally necessary and a number are done to accommodate proper
accounting practices.

2) Accept and file the June 30, 2009 Financial Status Report. The Financial Status Report is intended to give
the Board an overview of the FY 08-09 results of operations. The Comprehensive Annual Financial
Report (CAFR) is being finalized and will provide audited results of the fiscal year.



Countywide Financial Status

The following chart depicts countywide annual revenues and expenditures over the last five years. The gap
between revenues and expenditures has been narrowing. Expenditures exceeded revenues at a county-wide
level in 2009 meaning one-time designations, reserves, and savings were used to fund expenditures in
amounts above available revenue.

During the last three years the County has experienced declining property tax growth of 10.2%, 7.2% and
4.6% respectively. Next year, the property tax growth is budgeted to increase by only 1.46%, thereby causing
more pressure on the revenues that finance the budget. Other economic driven revenue accounts also declined,
the most significant being the Proposition 172 public safety sales tax that dropped $4 million or 13.4%.
Supplemental property taxes, property transfer taxes, transient occupancy taxes, realignment sales tax and
realignment motor vehicle taxes all declined over the previous cycle. The County reacted to this economic
downturn by decreasing the paid full time equivalent positions (FTEs) by 129 to 4208, implementing
employee furloughs and absorbing a $9 million or 19% increase in retirement and retiree medical costs.
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Governmental Funds

Governmental accounting is used due to the unique fiscal accountability necessary in a governmental
environment. Financial information is needed in order to make informed decisions on the allocation of scarce
resources and to monitor management’s compliance with budgetary and legal restrictions. It includes funds,
object level reporting, line item reporting, assets, liabilities and the production of traditional financial
statements.

The focus of the following governmental funds statement is to provide information on revenues, expenditures
and fund balance. When compared to the prior year column, one is able to obtain useful information about the
overall results of operations of the County and its fiscal health from one annual period to the next.



GO¥ERNMENTAL FUNDS

FOR THE FISCAL YEAR ENDED June 30, 2009 {in thousands}

STATEMENT OF REVEHUES, EXPENDITURES, AND CHANGES IN FURD BALANCES
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Public Social Control Capital Debt Govern. Current Prior “
General Road Health Services ADMHS District  Projects Serviee  Funds Tear Year [hange
Revenues
Tanes ¥ - ¥ 3 ¢ 8278 # ¥ $ IBOTD O 232781 4 231958 1}
Licenses, permits, and franchises 128 - 14 13,643 14,294 B
Fines, forfeitures, and penalties 1,823 1 - - - 4560 13,212 12,332 T4
Use of money and property 774 19 [248) 1549 BiE i 2,631 8,739 2173 -
Intergovernmental 28273 17638 32554 10,017 1320 - 234982 286,634 27120 B%
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Health & public assistance 5609 TE913 126,210 £3,257 - - 9,121 287 N0 2AV9E7 0%
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Prior period adjustment - - - - 2,381 - - - - 2,491 {14.203)
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The County’s governmental fi

s were able to maintain their financial positio

for fiscal yepr 2008-2009.
Expenditures of ($734,841)€nded up virtually even with revenues of ($734,961) for the governmental funds.
The County was able to increase the fund balance for the governmental funds by only $566,000. During prior

years, a net increase in the governmental fund balances occurred in the amount of $25 million, $16 million,
and $12.7 million in 2006, 2007, and 2008 respectively.

In the current fiscal year, revenues increased overall by 3% or $22.8 million. This is compared to increases in
fiscal year 07-08 of 4% or 24.6 million and in 06-07 a 5% or 35.7 million increase. The most significant
revenue source, taxes, remained flat with an increase in secured property tax growth of approximately 4%
being offset by declines in supplemental property tax, property transfer tax, local sales tax and transient
occupancy tax to result in an increase of just 0.4% in taxes. The other significant decline in revenue compared
to the previous year was in Proposition 172 public safety sales tax of $4 million or 13.4%. Interest income is
reflected in the Use of Money and Property which also showed a decline of $3.4 million.

Expenditures grew $16.4 million or 2.3% to $734 million. This is compared to increases in fiscal year 07-08
of 6% or $43 million and in 06-07 7% or $44.9 million. The functional areas of Health & Public Assistance
and Public Safety account for approximately 65% of the expenditures. These two functional areas showed a
small or no increase in expenditures. The main functional area which showed an increase in expenditures was
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Community Resources and Facilities with projects such as the Tepesquet Bridge, the Jalama Bridge, the
Pardall Road Improvements, and the cleanup necessary due to the GAP and Jesusita Fires.

As a service entity, Salaries and Benefits comprise approximately 55% of expenditures and grew by $8
million, or 2%. This increase is due to an increase in retirement costs of $9 million. Other salary cost
increases (i.e. COLAs) were offset by a decrease in the FTE count by 129 FTE and furlough savings.

The net decrease in the FTE count is made up of decreases in the FTE count in almost all departments. The
most significant decreases were in Social Services with -31, Sheriff with -26, Public Works and P & D with
-13 each, and Probation with -10.

Overall, the slight increase in the County governmental funds was a result of increases that were offset by
decreases among the individual funds. The most significant of the increases in individual fund balances were
increases in Flood Control $4.4 million, and the Road Fund $4.2 million. The major decreases in fund balance
were in the General Fund (-$3.5 million), Capital Projects (-$2.6 million), and across other non-major
governmental funds mostly due to a draw on Proposition 10 Funds (-$2 million) and Fire District Fund (-$4
million).

General Fund

The General Fund of the County provides the Board of Supervisors with its major sources of discretionary
budget authority. The fund ended the year with a 0.06% or $2.1 million unreserved, undesignated fund
balance (down from $5.3 million in the prior fiscal year). The General Fund has an additional $55.7 million of
designated fund balance of which $22 million is designated for the strategic reserve before additional
appropriations in the FY 09-10 budget process. Various other designations make up the balance.

General Fund revenues stayed mostly flat with a 0.2% decrease over the previous year. The trend of
expenditure growth exceeding revenue growth, that had been occurring over the last few years, appears to be
reversing with a decrease in expenditures of 1.4%. Total tax revenue in the General Fund stayed largely flat
with a 4% increase in secured property tax offset by an overall decrease in supplemental property taxes,
property transfer taxes, local sales tax and transient occupancy tax. Salaries and Benefits comprise 76% of
financial uses in the General Fund and grew 1.3% or $3 million due to increases in retirement and retiree
medical costs. Other salary costs remained flat compared to the prior year due to position cuts and furlough
savings.

The cash position of the General Fund is $8 million less than the prior year ($46 million less $14 million cash
loans to ADMHS). The year end receivables and payables are about the same as the prior year. After 3 years
without a need for Tax and Revenue Anticipation Note (TRAN) borrowing, we have indentified the need for a
TRAN for FY 09-10 in anticipation of low points in the General Fund cash position just prior to the December
and April property tax collection dates. This is due to ADMHS cash flow issues, slower cash collections, and
declining revenues.



As depicted in the following chart, tax revenues in the areas of supplemental property taxes, property transfer
taxes, retail sales tax, transient occupancy taxes and intergovernmental revenue were less than budgeted
revenue estimates. Expenditures were also reduced and less than budget. The net lesult overall, generated a
positive undesignated fund balance in the General Fund of $2.1 million and a draw on fund balance of $3

million.

Financial Status Summary (Annual) General Fund
As Of: 06/30/2009
6/30/2009 6/30/2009 6,30/2009 Actual
Fiscal Year Fiscal Year Fiscal Year Asa % of
Object Level Adjusted Budget Actual Variance Budget
Revenues
Temes 18351862500 181 99666577 1,521 95923 99.17%
Licenses, Permits and Franchises 13,854, 316.00 13,224 807 .04 -650,108.91 95.45%
Firez, Forfeitures, and Penatties 5,030 660,30 5,825 798.05 179513715 135.68%
Ilze of Money and Property 324275543 2,714 957 56 -527 7aTav B3.T72%
Intergovernmertal Revenue-State 42,553 662.00 4037682132 21 ?E:,'MD.BE‘ 94 .58%
Intergosvernmertsl Revenue-Federal 12,552,920.00 9828748352 262417148 Fa10%
Irter govermmentsl Revenus-Cther 1,263 967 .00 1,281 56554 17 ,590.54 101 .39%
Charges for Services 7602991200 78,133,824 97 10389287 1001 49%
Wizcelaneous Revenue 223940200 2R19871 .89 380,789.89 T17.01 9%
Total Reverues 34028852033 33510306071 -5183 45952 95.45%
Expenditures
Salaries and Employes Benefits E2L24095300 25917684774 3,047 25041 9504 %
Services and Suppliss 50,218 ,896.76 47 544 221 56 287567520 94 27%
Cithier Charges 25469 137.00 24 592 B¥T BS 876,259,535 95 56%
Fixed Lzsets 4478 842,00 1,652 828 11 202601389 35.90%
Total Expenditures 342,391 8Y376 332 YEB TS 9625198 65 97 19%
Other Financing Sources & Uses
Cher Financing Sources 52,536 754.00 61,796 662189 -Fan121 .3 953.52%
Ciher Financing Uses &1 ,501 B48.00 6F 684 18501 13817 462.99 83.05%
Met Financing Sources & Uses -18,964 564 .00 SSE8T 522582 130773 18 31.04%
Intrafund Transfers
Irtrafund Expenditure Transfers (- 3,059 616.00 3196 00853 -163 609 .47 99.13%
Irtratund Expenditure Transfers (+) 3 359 516.00 3,196 00853 163 B09.47 93.13%
Irtrafund Tranzfers 000 0.oa 0.00 -
Changes to Reserves & Designations
Diecresze to ReservesDesignations 38,376,49317 20,453 32487 AT 982017330 53.31%
Incresse to Reserves/Lesignations 2257281974 20,065 599,83 2504 2199 85.91%
Changes to Reserves & Designstions 15805 57543 38962504 15415953.38 2.47%
Met Financial Impact -5,264 739.00 -3,161 512158 21031265827 50,05 %




This chart below for the General Fund is very similar to the countywide “jaws” financing chart. This chart
illustrates that cost cutting measures (furlough savings and position cuts) in the General Fund have been
effective in bringing the expenditures more in line with the revenues. Next year, property tax growth is
budgeted to grow only 1.46%, down from 4% actual growth this year, thereby tightening the gap between
revenues and expenditures. The potential release of money designated for capital improvements, tight
budgets, and a drop in property tax growth may result in a situation where the County could again experience
pressure to reduce expenditures to avoid a draw on fund balance.
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The Projected Annual Status Report below for the General Fund shows the net financial impact of the various
General Fund departments. After budget adjustments, all General Fund departments closed within legal

appropriations.
Projected Annual Status Report
General Fund
As of 6/30/2009
Sources Sources Sources Uses Uses Uses
Fiscal Year Projected Projected Adjusted Projected Projected  Net Financial

Department Adjusted Budget Actual \fariance Budget Actual Variance \fariance
011 -- Board of Supervisors 5,966.00 2,656.77 -3,308.23  2,5893,328.00 2380,578.83 23274917 229.439.94
012 -- Courty Executive Office 1,211,306.00 1,236,317.04 35011.09  4029365.00  3,767,507.30 261,857.70  286,868.79
013 -- Courty Counsel §,034,822.00 §.035376.01 554.01  8000,74500  7.857.079.05 14366595 144219986
021 -- District Attorney T.402,043.00 7.081,752.48 -810,290.42 18,878,535.00 1877481572 103,722.28  -706,568.14
022 -- Prohation 23,029,608.26 Z20692,769.75 -2336,736.51 4405402326 4304917143 1,004,851.83 -1,331,884.68
023 -- Public Defender 357204200 345008277 -121,989.23  9,8490,367.00 9,699,921.01 190,445.99 6845676
031 -- Fire 5201242800 50810031.02 -1,202,397.93 53,603,054.00 82367,212.40 1,235841.60 33,443.62
032 -- Sheritf £9,5499,051.37 6874284609 -REE,205.28 101,612,319.37 100,582,054.38° 1,020,264, 99 164,069.71
041 -- Public Heatth 3082149958 295466919 -117,480.79  59B80,6668.98 583683012 143,836.8 26,356.07
051 -- Agriculture & Cooperative 1,835780.00 2,089611.69 153,821.88  3,865,034.00 369524287 164,791 .1;- 323,612.82
052 -- Parks 7,4996,8849.88 7448089354 -549 006.34 11,768,259.88 11,148,128.25 519,131.63 70,125.29
053 -- Planning & Developmert 13,110,680.33  12,380,501.71 -T20,188.62 1512415933 17950,585.37 1173,573.96 453,385.34
054 - Public Works 3,516,361.00  3,418,797.80 -4¥,563.20  4104,051.00 3,882,788.14 121,262.86 23,699.68
055 -- HousingiCammunity Develop 1,120,603.00 862,5086.84 -258 01616 1,872,130.00 1,616,821.04 2685,308.96 -2,707.20
051 -- Auditor-Controller 3,413,621.00 3,305,431.74 -108,189.26  7,540,874.00 7,065386.34 475587 66  367,3498.40
062 -- Clark-Recorder-Assessor 13,844 950.00 885354949 -4,891 40051 22490630800 17,198586.28 §707,72272 T16,322.11
OB3 -- General Services 12,450,262.00 12,458,242.689 7.880.69 19597021.00 19,547 576.97 49,444.03 5742472
064 -- Human Resources 3,374,985.00 3,381,518.15 652315  5484131.00 5,255,577.38 208,553.62 21507677
055 -- Treasurer-Tax Colector 3,539,686.00 3,438,279.57 -101,406.43  6,406,910.00 6,219, 770.88 187135912 85,732.69
0BB -- Information Technalogy 850,051.00 882,150.37 208937  1,723,708.00 1,710,640.48 13,088.51 15,167.68
930 - General County Programs 15,480,106.00 3754 682498 1269542301 05988875980 8319620545 12, 792670.45 Q7,247 .44
991 -- General Revenuss 187,476,087 68 198,242,336.45 766, 24877 521,186.78 82118678 0 7GB,24B.77

Fund Totals 444561, 41850 420,554,054.30 -24 007,364.20 449836 157,50 423,715666.458 26,110491.02 2,103,126.82

The causes of the negative variances in the General Fund Departments listed on the Projected Annual Status
Report above are described here in further detail: The biggest and over-reaching problem at the departmental
level were in the public safety departments due to the rapid decline in the Proposition 172 sales tax revenues
totaling $4 million or 13.4%, with monthly declines reaching 20% toward the end of the year. In a number of
instances furlough savings were used to support the public safety department appropriations. In addition, there
were other revenue declines in most of the General Fund Departments that were met with cost cutting
measures in order to balance out these declines.

District Attorney: The net negative variance in the District Attorney Department is a result of the Proposition
172 revenue shortfall. The Department’s Proposition 172 allocation was $375 thousand below adjusted budget
and other State and Federal Intergovernmental Revenues were $186 thousand below budget, combined with
other smaller declines for a total negative revenue variance of $810,290. The departiment was able to make up
part of this decline on the expenditure side to end the year with a variance of negative $706,568.

Probation: The Probation Department’s primary revenues have been Proposition 172 for public safety
services, Title IV-E of the Social Security Act for child welfare services, and TANF Temp Assistance to
Needy Families. These revenues were down in FY 08-09 ($1.4 million). When combined with other declines
in revenues this totals a negative revenue variance of $2.3 million. Probation was able to make up $1 million
of this decline on the expenditure side to end the year with a net negative variance of $1.3 million.



The department also lost Multi Integrated System of Care (MISC) Medi-Cal Revenues for fiscal year 08-09
totaling $1.5 million and an audit finding related to 02-03 Probation services collected through ADMHS
totaling $1.3 million was charged to the Strategic Reserve (the County is disputing this audit finding).

General County Programs The large revenue and expenditure variances of approximately $12 million are
related to the budgeting of strategic reserve and audit settlement reserve for liabilities related to Mental Health
for fiscal years 02-03 through 07-08 that have not been released or paid. These amounts will have to be
rebudgeted on an annual basis until the liability is eliminated or able to be funded by ADMHS reserves.

Annual Status Report for Other Funds

The following funds had either positive variances greater than $800 thousand or finished in a negative
position greater than $100,000 as displayed on the attached Projected Annual Status Report — by Fund Type
(Attachment B).

The Mental Health Services Funds ended the year with an $8.7 million negative variance. This was due to a
planned transfer from the General Fund of $12 million (to cover prior period liabilities) that did not occur.
The liabilities are still outstanding and are reflected on the Balance Sheet under Grant/Audit Settlement
Payable in the amount of $12.6 million.

The department has recorded $28 million in revenue accruals for the year ended 6/30/2009. This represents
41% of their recorded revenue for 08-09. It may include revenues that may be collected beyond the 180 day
rule for recording revenues. In addition, a significant amount of these revenues are based on units of service
multiplied by an estimated rate of reimbursement. The estimated rate is subject to a state settlement process
and a state audit process. These facts make for a highly leveraged operation. This situation is complicated by
delayed billing practices, untimely state reimbursement practices, and an overly complex system of
reimbursement.

The Fire Protection District ended the year with a negative $3.5 million variance. The district’s fund equity
position and cash position was decreased by $4 million. This was mostly due to an upgrade/purchase of
HAZMAT breathing packs for $1.5 million and incident response reimbursements are down.

The South Coast Flood Zone 2 finished the year $1.2 million positive due to delays in construction on creek
projects.

The Capital OQutlay Fund ended the year positive $1.2 million due to delays in construction projects that had
been budgeted to occur in fiscal year 08-09.

The Resource Recovery & Waste Management Fund The negative $7.4 million is due to accounting entries
not made to close the retained earnings account. The fund appears to be stable and the net change in the fund
balance for the year was immaterial.

The County Transit Fund ended the year a negative $623 thousand due to the closing of the fund and moving
the fixed assets to fund 0019.

Laguna Sanitation did not draw down retained earnings as budgeted and ended the year with a negative $232
thousand. This amount will be closed into retained earnings as part of the year end entries.




Vehicle Operations did not draw down retained earnings as budgeted and ended the year with a negative $581

thousand. This amount will be closed into retained earnings as part of the year end entries.

Workers” Compensation Fund reduced its long standing deficit (from $1.9 million in 07-08) and ended the

year with a positive $1 million in retained earnings.

County Liability-Self Insurance Fund ended the year positive $1.9 million mostly due to expenditure
reductions of $1.3 million.

Conclusions

e Property tax growth within the County is slowing and is budgeted at 1.46% for FY 09-10, which is below
the 8.1% average since 1977-78.

e Retiree medical costs and basic pension benefits need to be funded and controlled.

e The State budget continues to have a structural deficit.

e The County has a host of difficult projects with long-term impacts that are in need of solutions as
highlighted in the monthly Potential Financial Impacts report to the Board. ,

e The County should continue to focus on planned expenditure reductions to correspond with the reduction
in property tax growth and reductions in State Revenues.

Attachments:

1. Attachment A — Budget revisions
2. Attachment B — Projected Annual Status Report — by Fund Type
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