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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: = CEQ & Auditor-Controller

Department No.: 012 & 061
. A . For Agenda Of: 2/17/15
oy FRATAT i
herLAGEMENT# Placement; i
Imate ime:
DATE #/ - [ {2TIME Continued Item: NomanteS
If Yes, date from:
Vote Required: Majority
TO: Board of Supervisors
FROM: Department Mona Miyasato, County Executive Ofﬁcer?)n/
Director(s) Robert Geis, CPA, Auditor-Controller
Contact Info: Tom Alvarez and Julie Hagen
568-3432 568-2126
SUBJECT: Fiscal Year 2014-2015 Second Quarter Budget and Financial Update
County Counsel Concurrence Auditor-Controller Concurrence
As to form: NA As to 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 2014-2015 Budget and Financial Status Report as of December 31, 2014,
showing the status of appropriations and financing for all departmental budgets adopted by the
Board of Supervisors.

Summary Text:

The Fiscal Year 2014-2015 Budget and Financial Update for the Second Fiscal Quarter, ending
December 31, 2014, provides a snapshot of the County’s financial position relative to the adjusted
budget for the first six months of this fiscal year for the Board’s review.

Background:

In this report, projected financial results for the fiscal year end are compared to the annual adjusted
budget. The major differences (variances) between budgeted and actual amounts through December 31,
2014, are discussed below.

This report highlights the following variances that exceed the thresholds:

1) General Fund departments (including Discretionary General Revenues) with projected variances
greater than $300,000 per department; shown in the Financial Summary Report (Attachment A)

and
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2) Non-General Fund departments with projected variances over $500,000 per fund; shown in the
Financial Summary Report (Attachment B).

Both Attachments A and B use actual revenues and expenditures for the first six months of FY 2014-15,
and then add departmental projections for the next six months to arrive at the “Projected Actual”
columns. These annual Projections are then compared to Adjusted Budgets for both Sources 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).

GENERAL FUND SUMMARY (Attachment A)

The General Fund had a projected net positive variance of $288 thousand at December 31,2014. Thisis
the result of a negative $1.96 million variance in the Sheriff’s Department, and a negative $345 thousand
variance in the District Attorney’s Office; which are offset by a positive $1.16 million variance in
General Revenues, a positive variance of $498 thousand in General Services, and by favorable results in
several other departments.

General Revenues currently show a positive variance of $1.16 million when compared to the Adjusted
Budget. This is a result of Property Taxes having a positive year to date variance of $733 thousand,
Transient Occupancy Tax positive by $299 thousand, RDA residual distribution up by $292 thousand
and Sales Tax up by $226 thousand. These positives are slightly offset by various negatives across other
revenue accounts. The General Revenues are expected to finish the year in a positive position.

Discretionary General Revenue Summary (in thousands):
Adopted Adjusted Projected Variance Proj.
Source FY 2014-15 FY 2014-15 FY 2014-15 vs. Adjusted
Significant Property Taxes S 180,356 S 180,759 S 181,492 | $ 733
RDA Dissolution Proceeds - One time - - = -
RDA Prop. Tax - Ongoing 4,919 4,919 5,211 292
Subtotal Property Taxes| $ 185,275 S 185,678 S 186,703 | S 1,025
Cost Allocation Services 9,387 9,387 9,365 (21)
Local Sales Tax 7,309 7,309 7,535 226
Transient Occupancy Tax 7,401 7,401 7,700 299
Payments in Lieu of Tax 18 18 18 -
All Other 8,365 8,365 7,997 (368)
Total Discretionary Revenues| $ 217,755 $ 218,158 $ 219,319 | $ 1,161

The positive variance of $733 thousand in Property Taxes is driven by In-Lieu of Vehicle License Fees
being up by $826 thousand and Secured being up by $257 thousand with other various positives. These
are offset by Fines, Forfeitures and Penalties being down $380 thousand and Unitary is down $298
thousand. As previously reported to the Board, the implementation of the new Property Tax System has
delayed the normal issuance of Supplemental Property Tax bills. Tax bills are anticipated to be issued
before year-end and are currently not projected to have a negative impact on the budget.

Significant individual General Fund department variances (Attachment A, total positive
$288 thousand) are discussed below:
There are four reportable departments; General Revenues, District Attorney, Sheriff, and General

Services. The favorable results for General Revenues were discussed above.
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The District Attorney (DA) has a projected negative variance of $345 thousand, comprised of
Recording Fee revenues projected to be under budget by $223 thousand and Salaries and Employee
Benefits (S&B) expenditures projected to be over budget by $113 thousand.

Budgeted recording fee revenues increased over last year as a result of a Board approved fee increase,
but actual recording activity is lower than budgeted driving the negative variance.

Through midyear, the Department achieved approximately $254 thousand in S&B savings due to funded
vacant positions. However, effective January 5, 2015, the Memorandum of Understanding (MOU) with
the Deputy District Attorneys® Association was approved, changing the S&B to a projected negative
$113 thousand (0.6%) over budget for the year (S&B budget is $19.5 million). This is a $367 thousand
negative shift, resulting from: MOU wage adjustments of $185 thousand; MOU retroactive pay of $132
thousand and expected retiree payouts of $50 thousand.

Currently, the DA has sufficient General Fund fund balances that could be used to offset the Recording
Fee shortage as needed. The General Fund also has sufficient balances within the S&B Offset account
that could be used to balance any remaining overages related to the DDAA MOU. The DA will
continue to monitor and manage revenues and expenditures through fiscal year-end while attempting to
speed up revenue collections or obtain additional revenues. If necessary, the DA will request a budget
revision to balance their departmental funding.

The Sheriff’s Department has a projected negative variance of $1.96 million, comprised of S&B
projected to be over budget by $2.2 million, offset by Services & Supplies projected to be under budget
by $128 thousand and Proposition 172 Public Safety Sales Taxes projected to be over budget by $120
thousand.

S&B are projected to be approximately $2.2 million (2.0%) over budget for the year when compared to
the total annual FY 2014-15 budget of $101.7 million. Within S&B, overtime is projected to be $3.5
million over budget while non-overtime S&B accounts are currently projected to be $1.3 million under
budget. Costs that are over budget include annual vacation payouts ($325 thousand), overtime payouts
(8387 thousand) and filling funded vacancies within custody and law enforcement operations as

explained below.

As vacancies within custody and law enforcement operations are filled, they require the use of overtime.
When the Department started to fill such vacancies, this negatively impacted the budget as both
overtime of existing staff and regular salaries of the new staff are being incurred simultaneously during
the training period (6 months training for a Custody Deputy and 9 months for a Deputy). In prior years,
new hires were limited and therefore funded vacancies created salary savings that offset additional
overtime related to training costs. On December 2", 2014 further information on this matter was
presented to the Board in the Fiscal Outlook Report under Sheriff Staffing Levels & Overtime. The
impact on future budgets and potential offsetting savings are being evaluated as part of the budget

development process.

The Sheriff will be responsible for maintaining departmental expenditure levels within the Board
approved budget appropriations per Board adopted policy and procedure ‘Budgetary Control &
Responsibility’ as described later in this report.
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The Sheriff will be returning to the Board prior to the 3 quarter close with an update on financial
projections and a request for a transfer from General Fund.

The General Services Department has a projected positive variance of $498 thousand mainly
comprised of $450 thousand in S&B savings. This is from vacancies that are intended to be filled by
fiscal year end. Recruitments are currently being conducted.

SPECIAL REVENUE AND OTHER FUNDS SUMMARY (Attachment B, +$2.6 million)

The Health Care Fund (0042) has a projected positive variance of $2.7 million. This is the result of
higher than anticipated revenues from Medi-Cal due to increased enrollment and participation in the
Affordable Care Act (ACA) of $1.4 million; Medicare, also due to increased participation in ACA ($550
thousand); increased 1991 Realignment revenue due to the payment of funds inappropriately held by the
State in FY 2014-15 and FY 2012-13 growth; a one-time receipt of prior year’s tax growth ($991
thousand) and salary savings of $1.3 million. These favorable variances will reduce the need to draw
from fund balance by $1.5 million.

The Mental Health Services Fund (0044) is currently displaying a negative variance of $4.6 million.
The main drivers are Inpatient Contract Beds, lower than expected Medi-Cal and Medicare revenue, and
allocated administration costs. The table below shows the change from the 1* Quarter to the 2" Quarter

(dollars in millions).

Area Ql Q2 Variance
Inpatient costs S (25 $ (36) § (11)
Revenue:

Medi-Cal 0.6 (0.1) (0.7)
MediCare - (1.0) (1.0)
Allocated Admin - (1.6) (1.6)
SB-90 0.5 0.5 -
Other Sources - 1.2 1.2
Total Variance $ (1.4)$ (46) $ (3.2)

Inpatient Costs: The primary and continuing cause of the variance is the purchase of inpatient contract
bed costs, which account for about $3.6 million of the variance. Contracted inpatient beds have
experienced a rapid increasing trend, in part due to a significant increase in the length of stay associated
with a) court ordered clients held to evaluate if they are incompetent to stand trial (IST) and b) lack of
available locations to release clients to (home, family or “step down” facilities). These extended stays in
the Psychiatric Health Facility (PHF) reduce the normal flow in the PHF, require the purchase of
additional contracted beds and result in clients staying longer than medically necessary at the PHF
(beyond the period of being acute). The last few months have seen the highest level of bed usage in
recent history and it is unclear as to when the usage might slow. Without modification to the contracts,
ADMHS expects to reach the limit of the contract bed usage by the end of March. The graph below
illustrates the recent increase in contracted inpatient beds at Aurora Vista del Mar (AVDM, the primary
source of contracted acute inpatient beds) and the number of Administrative beds per quarter.
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Aurora Vista Inpatient Acute Bed Days
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Medi-Cal & Medicare Revenue: As mentioned above, court ordered clients being evaluated for
competency to stand trial are remaining in the PHF beyond the period of acute medical need. This
results in clients moving to “administrative” status, which results in lower or zero billing to Medi-Cal
and Medicare. The daily acute Medi-Cal billing rate for the PHF is $1,655 but drops to $415 for
administrative days and zero for administrative IST days. The billing impact on FY 2014-15 of IST
administrative days are significant and estimated to be $1.9 million in lost revenue (current annual rate

of 1,158 days x $1,655/day = $1.9 million). See the PHF trend table below.
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The Department has engaged the Public Defender, the Courts and Probation to find a solution to the
recent surge in IST Administrative days. The projected FY 2014-15 revenue loss and related additional
bed cost at AVDM to support the IST clients is $2.8 million. FY 2014-15 revenue estimates are based
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on current levels and should improve as new programs are fully implemented. Programmatically, the
Department has begun to ramp up efforts for implementing the Crisis Triage units, Crisis Residential
and delivery of care improvements, which are expected to ultimately relieve the current need for
purchased beds. These changes were adopted within the FY 2014-15 budget; however, the programs are
not fully implemented causing a lag in direct and administrative revenues and additional bed costs.

Funding the ADMHS shortfall: ADMHS will be responsible for maintaining departmental expenditure
levels within the Board approved budget appropriations per Board adopted policy and procedure
‘Budgetary Control & Responsibility’ as described later in this report. ADMHS will return to the Board
in March to provide an update and any necessary budget revisions.

Other potential funding sources are discussed later in this report.

The Fire Protection District Fund (2280) has a projected positive variance of $1.8 million due to
increased property taxes and funded vacancies. Property tax growth has been greater than anticipated
since budget development of FY 2014-15, in the amount of $844 thousand. In addition, there are
staffing vacancies that create a positive projected variance of $822 thousand. Fire is in the process of
recruiting to fill the vacancies, as well as conducting an academy set to begin February 17"

Potential Funding - Summary of Contingency Account and Projected Year End General Fund
Surplus: During FY 2013-14, it was anticipated that the Sheriff’s Department, ADMHS and other
departmental issues would require additional funding. In response, the Board authorized an increase in
the County’s Contingency Fund balance. ADMHS was able to make up the shortfall by year end (FY
2013-14) and the Sheriff was funded from a surplus in other General Fund departments creating a higher
than normal Contingency account balance. The Contingency balance is currently $3.6 million and the
General Fund is projected to have a FY 2014-15 surplus (excluding the Sheriff’s department shown

separately below).

Issue Dept. Low High Notes
Contingency Balance $ 3,572,705 | $§ 3,572,705 Current Balance
FY 2014-15 surplus (w/out Sheriff) GF $ 2,243,000 | $ 2,243,000 Current Year End Projection
Total Funding $ 5,815,705 | $ 5,815,705
Overtime issue Sheriff $(1,900,000)[ $ (2,500,000)|Q2 estimate at current rates = -$1.96M
Inpatient beds, revenue etc. ADMHS $ (3,500,000)[ $ (5,500,000)(Q2 estimate at current rates = -$4.6M
Unusual Defense Cost PD S (50,000)| S (50,000)
Multi-defendant trial costs Courts S (300,000)( $ (500,000)
FEMA Audit PW S (750,000)| $ (800,000)|Expected to be paid in FY 2014-15
Total Use $ (6,500,000)| $ (9,350,000)
NET TOTAL $ (684,295) $ (3,534,295)

Once the above Contingency is depleted, options for funding would include but not be limited to any
current year surplus, Strategic Reserve and/or Tobacco Settlement funds.

Departments are responsible for maintaining expenditure levels within the Board approved budget
appropriations per Board adopted policy and procedure ‘Budgetary Control & Responsibility’ as the
following abbreviated excerpt states:
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A. If expenditures are projected to exceed appropriations; the department head responsible for
the budget shall perform one or more of the following steps in the following order:

1) Lower the expenditure level to maintain overall expenditures within the total amount

budgeted,

2) Request a transfer from fund balance within the same department and fund under the
department head's control (if available for appropriation),

3) Prepare a transfer request from General Fund Contingency and an agenda item for the
Board of Supervisors with a memo to the County Executive Office, providing adequate
justification.

It is expected that the Sheriff and ADMHS departments will make every effort to balance their budgets
prior to requesting additional funding from the General Fund.

Fiscal and Facilities Impacts:

Impacts are stated above in this Board letter.

Key Contract Risks:

None

Attachments:
A —Financial Summary Report — General Fund
B — Financial Summary Report — Special Revenue and Other Funds

C — PowerPoint presentation

Authored by:
CEOQ Fiscal and Policy Analysts; John Jayasinghe, Richard Morgantini, Joseph Toney and
Paul Clementi

cC:

Department Directors
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 December 31, 2014
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