BOARD OF SUPERVISORS  Agenda Number:
AGENDA LETTER

Clerk of the Board of Supervisors
105 E. Anapamu Street, Suite 407
Santa Barbara, CA 93101
(805) 568-2240

Department Name: CEO & Auditor-Controller

Department No.: 012 & 061
For Agenda Of: 11/13/2012
Placement: Departmental
Estimated Time: 30 minutes
Continued Item: No
If Yes, date from:
Vote Required: Majority
TO: Board of Supervisors \4&
FROM: Department Chandra L. Wallar, County Executive Ofﬁcer
Director(s) Robert Geis, CPA, Auditor-Controller
Contact Info: Tom Alvarez and Julie Hagen
568-3432 568-2126
SUBJECT: Fiscal Year 2012-2013 First Quarter Budget and Financial Update
County Counsel Concurrence Auditor-Controller Concurrence
As to form: N/A Asto form: Yes

Recommended Actions: ,

a) That the Board of Supervisors accept and file, per the provisions of Government Code Section
29126.2, the Fiscal Year 2012-2013 Financial Status Report as of September 30, 2012, showing
the status of appropriations and financing for all departmental budgets adopted by the Board of
Supervisors.

Summary Text:
The fiscal year 2012-2013 Budget and Financial Update for the First Fiscal Quarter, ending September

30, 2012, provides a snapshot for the Board of the County’s financial position relative to the adjusted
budget for the first three months of this fiscal year.

Background:
The County Executive Office and Auditor-Controller Office staff conducted Operational Review

Meetings (ORMs) with departments, including financial reviews whereby actual financial results were
compared to the adjusted budget for the first three months of this fiscal year. The major differences
(variances) between budgeted and actual amounts through September 30, 2012 are discussed below.

This report highlights the following thresholds for variances: 1) for General Fund departments as well as
Discretionary General Fund revenues, the narrative discusses projected variances greater than $300,000
per department as shown in the Financial Summary Report (Attachment A) and 2) for non-General Fund
departments, the narrative discusses projected variances over $500,000 per fund as shown in the
Financial Summary Report (Attachment B). These reports use actual revenues and expenditures for the
first three months then add department projections for the next nine months to arrive at the “Projected
Actual” columns. These annual Projections are then compared to Adjusted Budgets for both Sources
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and Uses to produce a “Net Financial Projected Variance” for the end of the fiscal year (shown in the far
right column of the reports Attachment A and Attachment B). Due to several timing and other
adjustments during the first quarter, Attachment B is adjusted from a negative $13.7 million to a posmve
$6.2 million. This reconciliation is shown at the end of this Board Letter.

GENERAL FUND SUMMARY

The General Fund had a projected net positive variance of $114 thousand at September 30, 2012. This
is the result of several relatively small favorable department variances partially offset by $1. 3 million
unfavorable variance in General Revenues.

Revenues:

General Revenues currently show a negative variance of $1.3 million primarily due to the final tax roll
for FY 2011-12 coming in lower than anticipated. This variance was impacted by a large increase in
Section 51 - temporary decline in property value assessments. The negative variance was
communicated to the Board on June 1, 2012, at which time the potential reduction in projected growth
for FY 2012-13 was estimated at a negative $1.5 million. The current revised impact on secured
property tax and property tax in lieu of Vehicle License Fees (VLF) in FY 2012-13 is projected to be a
negative $1.15 million. The housing market appears to be stabilizing and projections for FY 2013-14
estimate a growth in the property tax revenues of approximately 2% versus the 1% ant1c1pated for
FY2012-13.

Transient Occupancy Tax is projected to be $480 thousand below budget as the revenue growth in this
year is trailing last year’s revenue by $250 thousand through October 2012. This negative variance is
offset by increased property transfer taxes of $435 thousand. Property transfer taxes are a leading
indicator and have been increasing pointing to a recovery in the housing market.

In December of 2011, the California Supreme Court upheld ABX1 26 (the Act) that dissolves
redevelopment agencies in the State of California. The Act dissolves the Redevelopment Agencies
(RDA’s) as of February 1, 2012 and authorizes successor agencies to wind down operations, pay off
outstanding debt or enforceable obligations and liquidate the assets. The County is anticipating
unbudgeted General Revenues associated with the dissolution of the former Redevelopment Agencies
(RDA’s) of approximately $4.5 million that will create a favorable variance by year end. Specifically,
we now anticipate the ongoing distribution to the Property Tax Trust Fund to be $4.0 million versus the
budget of $1.5 million. Additionally, $2.0 million of one-time RDA asset dissolution proceeds are
expected to be received during FY 2012-13. As the exact amounts are not yet known, these revenues
remain unbudgeted and therefore do not appear in Attachment A.

Expenditures:

Overall, the adopted General Fund departments are tracking favorably to budget through the first
quarter, with only 2 of the 20 operating departments projecting unfavorable results. Departments are
controlling expenditures, budgeted at $84 million with actual expenditures of $81.4 million through
September 30, 2012. If this trend continues, it should enable the General Fund to end the year balanced
and will preserve savings and fund balance for use in FY 2013-14.
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Significant individual General Fund department variances are discussed below:

The Agricultural Commissioner’s Office has a positive variance of $353 thousand primarily due to the
receipt of revenues from the new device/scanner registration and monitoring program. Additionally,
there are unanticipated revenues from a new contract with the State for pest detention and monitoring.
The plan for the new device/scanner program called for the hiring of new staff to implement the
program. It was determined to not hire staff until revenues were available; thus there are current salary
and benefit savings from the delay in hiring for this program. The variance is expected to decrease by
fiscal year end as the program moves forward and new staff are hired.

SPECIAL REVENUE AND OTHER FUNDS SUMMARY

Health Care (0042) has a projected negative variance of $1.3 million. This variance is due to $865
thousand less revenue than anticipated from a decline in Medi-Cal patient visits, and $319 thousand less
revenue from a delay in receipt of Medi-Cal Electronic Medical Record incentive revenues (a timing
variance).

Mental Health (All Funds): The majority of variances in both the Mental Health Fund (0044) and Mental
Health Services Act (MHSA, Fund 0048) are due to large year-end accruals based on the State’s delay
of up to six months in reimbursing for mental health services. These result in revenue timing variances
that are expected to be eliminated as the FY 2011-12 revenues are received.

The Mental Health Services Fund (0044) has a projected net negative variance of $4.2 million,
comprised of a negative $7.4 million revenue variance and a positive $3.2 million expenditure variance.
The revenue variance included a negative $4.8 million timing variance from the delay in the receipt of
FY 2011-12 Medi-Cal reimbursements (mostly received in October 2012); a negative $3.7 million
timing variance in the delayed receipt of State settlement funds due the County; partially offset by
higher than budgeted Realignment revenues of $1 million. The revenue timing variances above should
not impact the year end budgeted figures and the Department is currently anticipating a positive variance
in revenues for FY 2012-13 based on the increased Realignment revenues. :

Expenditures are currently showing a positive variance of $3.2 million primarily due to $2.7 million in
accrued FY 2011-12 cost settlements due the State that are not yet paid (timing). After adjustment for
this timing variance, expenditures are performing in line with the budget.

The Mental Health Services Act (MHSA, Fund 0048) is currently projected to have an overall negative
$1.1 million variance, comprised of a negative $2.1 million revenue variance and an overall positive
$1.0 million expenditure variance. A negative $3.4 million of the revenue variance relates to the timing
of Medi-Cal revenues and it is not anticipated to result in a year-end variance. This negative timing
variance is partially offset with a positive $1.3 million of State Revenue (Realignment), netting to the
negative $2.1 million revenue variance. Expenditures have a positive $1 million variance from $600
thousand savings in Salaries and Benefits, as well as $400 thousand savings in Services and Supplies.
The net financial impact of the fund is anticipated to finish the year in a favorable position relative to the
budget.
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Social Services Fund (0055) has a positive variance of $515 thousand due to reduced retirement and
health insurance costs, salary savings and services and supplies costs. Additionly reduced cash
assistance payments due to a State mandated 8% rate reduction and a 20% reduction in time participants
can remain in the CalWORKSs program will further reduce expenditures; however these expenditure
reductions have a corresponding reduction in revenue reimbursements received from State and federal
sources.

Risk Management Internal Service Funds:

The Workers Compensation Fund (1911): In August 2012, the Risk Management Funds moved from the
General Services Department to the CEO’s office. On October 1, 2012, all of the budgets moved to the
CEOQ’s office. The timing of this change prevented staff from making certain updates to the “Projected
Actual” figures in Attachment B; thereby displaying negative variances for current year expenditures
that are not accurate. This condition exists for both the Workers” Compensation Fund and the County’s
Liability Fund. Attachment B displays a current year negative projected variance of $8.2 million for the
Workers’ Compensation Fund; however, we are not projecting a material variance from budget for this
fund in FY 2012-13. Note that the Workers’ Compensation Program is significantly underfunded based
on actuarial liabilities recorded at June 30, 2012; however, current expenditures are in line with the FY
2012-13 adopted budget. '

The County Liability Self Insurance Fund (1912): Attachment B displays a negative projected variance
of $948 thousand for the County’s Liability Fund; however, this is a result of timing in the department
moving to CEO as described above, we are not projecting a material variance from budget for this fund.

Reconciliation of Adjusted Projection:

Based on the significant timing and projection variances noted in Mental Health and Risk Management
above, combined with the unbudgeted RDA dissolution related revenues, a reconciliation of an adjusted
projection, starting with Attachment B, for FY 2012-13 is shown below and reflects a favorable $6.2
million variance.

Attachment B Total $(13,701,060)

Unbudgeted revenues:
Ongoing RDA distribution to Trust Fund $ 2,500,000
One time RDA Asset Dissolution Proceeds S 2,000,000
Mental Health Fund 0044 Timing Variances
Medi-Cal receipts - State payment delay 4,800,000
Audit Settelements - net S 1,000,000
Risk Management Funds
Workers' Compensation - Adjustment S 8,672,000
County Liability Fund - Adjustment S 948,000

w

Adjusted Projection of Year End Results S 6,218,940
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Fiscal and Facilities Impacts:
Impacts are stated above in this Board letter.

Attachments:
A — Financial Summary Report — General Fund
B — Financial Summary Report — non-General Fund
C — PowerPoint presentation

Authored by:

Tom Alvarez

cc: Each Department Director
Assistant County Executive Officers and CEO Fiscal and Policy Analysts
Recognized Employee Organizations
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Quarterly Financial Update
Signal Chart

For Quarter ending September 30, 2012
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