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: 10/27/09
Placement: Departmental
Estimated Tme: 30 minutes
Continued Item: No
If Yes, date from:
Vote Required: Maj ority
TO: Board of Supervisors
FROM: Department Michael F. Brown, County Executive Officer
Director(s) Robert Geis, CPA, Auditor—Controller/M
Contact Info: Jason Stilwell & Julie Hagen
568-3413 568-2126
SUBJECT: FY 2009-2010 First Quarter Budget Update
County Counsel Concurrence Auditor-Controller Concurrence
As to form: N/A As to form: Yes

Recommended Actions:
That the Board of Supervisors:

Accept and file, per the provisions of Government Code Section 29126.2, the Fiscal Year 2009-10
Financial Status Report as of September 30, 2009, showing the status of appropriations and financing for
all departmental budgets adopted by the Board of Supervisors.

Summary Text: This hearing is to present the Board a financial status report for the quarter ending
September 30, 2009. The first quarter report is important to both determine if the assumptions used in
adopting the balanced budget proved accurate and to provide an early projection of how revenues and
expenditures may end the fiscal year. The financial status report demonstrates that the Fiscal Year
2009-2010 budget is holding without significant variances except for those described in this Board
letter.

The budgeted revenue sources remain flat or declining and expenditures generally remain in line with
budget projections. This fragility appears to be manageable based on first quarter trends, however any
new developments, such as a mid-year State budget session or further economic crises, could require
Board actions to adjust the budget to assure it ends the fiscal year with a positive variance. However,
unbudgeted revenue estimates for American Recovery and Reinvestment Act of 2009 (ARRA),
Medicaid reimbursements should significantly effect Social Services and Mental Health services
funding.
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Background:

This section will focus on the financial status of the first quarter Fiscal Year 2009-2010. The first
quarter financial status report may be the most important of the four quarterly financial status reports for
two reasons.

e First, it enables the Board to determine if the estimates included in the budget adopted in June,
based on projections developed in the prior fiscal year, are accurate and if the actual revenue and
spending patterns follow budget calculations. Staff found by and large all revenue and spending
patterns are in-line with the budget except for certain variances discussed in this Board letter.

e Second, the actual performance of revenue and expenditures in the first quarter provides current
and actual information to be used as a basis for refining projections for the upcoming fiscal year.
The budget development process for the next fiscal year is underway. The first quarter financial
data factors into budget principles, budget development guidelines, target setting, estimates, and
projections that will be used to anticipate the County’s financial condition for the following
fiscal year.

County Executive Office staff has conducted Monthly Projection (MoPros) meetings with departments
during which actual performance was compared to budget for the first three months of this fiscal year.
There are several major differences (variances) between budgeted and actual amounts through
September 2009. Half of the departmental budget variances are positive and half are negative at the end
of the first quarter. The result for the General Fund is a projected year end variance of nearly zero (-
$59,186) meaning that at the end of the first quarter it appears the positive variances and negative
variances will essentially offset by year end. Much can, and likely will, change as the County moves
through the fiscal year but at this point the budget is projected to end the year balanced.

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 over $200,000 as
shown in the Projected Annual Status Report (Attachment A) and 2) for non-General Fund departments,
the narrative discusses projected variances over $500,000 per fund as shown in the Projected Annual
Status Report (Attachment A). Both these reports take actual revenues and expenditures for the first
three months, add department projections for the next nine months, and compare these totals to budgeted
amounts.

GENERAL FUND SUMMARY

The General Fund, when all of the plusses and minuses are accounted for, had an estimated net negative
variance of $59 thousand through September 30, 2009. Significant individual department variances are
discussed below.

e District Attorney. The department shows a $319,981 net negative variance. This variance is on
both the source and use. The negative variance on the source side is mostly timing related to
grant revenues (they are projected to materialize but have not as of the end of the first quarter)
and more significantly a continued slowdown of Proposition 172 Public Safety Sales Tax
revenue. Staff is continuing to closely monitor this important source of revenue to determine if
these lower figures purport a trend for the year.

The department’s expenditure variance is in its Salaries and Benefits object level. Expenditures
in this object level exceeded the adopted budget during the first quarter as the County and the
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Deputy District Attorney Association revised its Memorandum of Understanding. The
department is depending on the MOU changes to enable salaries and benefits to end the year
within the adopted appropriation limits.

An additional expenditure new to the department is witness expenses, which was historically
budgeted in the Superior Court budget. This expenditure is unbudgeted and was anticipated to
cost nearly $100,000 annually. The department has implemented certain cost savings practices
which may result in an annual expenditure less than $100,000 but which still will likely not be
able to be absorbed within the adopted appropriation for the department. It is likely the Board
will be asked to consider approving a budget revision request to transfer funds to the department
to cover the cost of the witness expenses.

e Probation. The department shows a $216,954 thousand net negative variance. This variance is
on the revenue side and results from delays in receiving State revenue, a loss of certain
collections revenue, and a continued slowdown of Proposition 172 Public Safety Sales Tax
revenue; the actual 172 revenue is 5% below the budget.

e Public Defender. The department currently shows a $486,798 net positive variance. This
variance is on the use side and is primarily attributable to salary savings resulting from budget
restorations; the department received budget restorations at the budget hearings and has been
seeking to fill those positions. The department has been using extra help employees and expects
this variance to decrease as it fills the funded vacancies.

e Sheriff. The department shows a $584,453 net negative variance. This timing variance results
from revenue delays due to the State’s late adoption of its Fiscal Year 2009-2010 budget, lower
Proposition 172 revenue, and pending disaster reimbursement revenue.

e Parks. The department shows a $236,061 net negative variance. This variance is primarily on
the revenue side resulting from lower fee revenue and oil royalty revenue. The department
receives oil royalty revenue distributed by the State Lands Commission for public beach mileage
(Loon Point Beach & Rincon Beach) associated with adjacent offshore oil leases that qualify for
State subventions. The revenue received this fiscal year is less than budgeted due to a
combination of less oil production and lower oil prices during the past year.

e Planning and Development. The department shows a positive variance of $719,351. The
department received revenue at the end of FY 2008-09 that was carried over into FY 2009-10
because the work will be executed this fiscal year. The department also has additional staff in
revenue-generating positions to address an unanticipated increase in building permit activity.
The variance is expected to decline as the fiscal year progresses because winter months tend to
generate less activity and the workload carried over from last fiscal year will be exhausted.

e Auditor-Controller. The department shows a $327,444 net positive variance. On the revenue
side the department received an unanticipated IRS refund because of a payroll tax deposit
penalty reversal. The expenditure variance is a result of salary savings.

e Clerk Recorder Assessor. The department shows a $224,575 net positive variance.
Approximately $75 thousand is from increased recorder revenue, $100 thousand is due to salary
savings, and the remainder of the variance is from decreased expenditures in services and
supplies.

e General Revenues. The general revenues show a net negative variance of $416,828 primarily as
a result of lower than budgeted supplemental property tax revenue. This revenue source will
need to be monitored closely.
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General Revenues. The general revenues show a net negative variance of $416,828 primarily as
a result of lower than budgeted supplemental property tax revenue. This revenue source will
need to be monitored closely.

SPECIAL REVENUE AND OTHER FUNDS SUMMARY

Ten special revenue funds have significant variances. An additional factor not showing up at this time
as a budget variance is the ARRA revenue reimbursements. ARRA is a source of additional Medicaid
reimbursements and will accrue for the twenty-seven month period from October 2008 through
December 2010.

Fund 0010 — Children and Families First. The projected negative variance of $627 thousand for
First 5 is a result of State revenue payment delays.

Road Funds (0015, 0016. 0017). The three Road Funds work in concert; Fund 0015 provides the
cash flow to all three funds. It currently is showing a positive variance because Measure D was
not transferred by quarter end to Funds 0016 and 0017 for expenses already incurred. The fund
is following the economy with severe decreases to sales tax. Reimbursements from State
agencies are slowing. Cash flow is beginning to be effected having decreased by $4.2 million
since June 30, 2009. During the first quarter Public Works held vacancies and slowed work on
certain projects to offset the revenue delays.

Fund 0030 — Capital Outlay. The Capital Outlay fund includes allocations for capital projects.
Project delays often result in timing variances for the fund. The negative projected variance on
the attached report of $631 thousand results primarily from payment delays to reimburse for
expenditures incurred on the 2005 Storm project (Camino del Remedio repair).

Fund 0042 — Health Care. This fund has a positive variance of $577 thousand primarily due to
billing delays from providers providing Maddy and Medical Indigent Adult services.

Fund 0044 — Mental Health Services. This fund has a projected net negative variance of $3.8
million. Revenues are $6.8 million below budget as a result of uncollected prior year revernue
accruals. This is primarily a timing difference and the majority of the revenues are expected to
be collected in the second quarter. The negative revenue variance is partially offset by lower
than budgeted provider expenditures of $2.9 million and is also a timing difference.

Fund 0048 — Mental Health Services Act. The fund’s $2 million net negative variance stems
from receivables due from the Mental Health Services fund offset with payment delays. The
transfer between the Mental Health Fund and MHSA will occur during the second quarter and
the variance will decrease.

Fund 0049 — Alcohol and Drug Programs. The $1.1 million net negative variance is the result of
timing delays in receipt of Drug Medi-Cal revenues ($1.1 million) and a permanent variance of
$410,000 due to the loss of SACPA funding (Substance Abuse and Crime Prevention Act),
partially offset by $400,000 in lower than budgeted provider payments (a timing difference). A
budget revision is currently being prepared for the loss of SACPA funding.
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e Fund 3100 — SB RDA Isla Vista Project. This fund has a net positive variance of $576 thousand
consisting of a positive revenue variance due to fund balance release and interest earnings and a
negative expenditure variance due to delays in completing the downtown parking lot. This fund
will be impacted by the State expropriation of redevelopment property tax.

e Fund 3104 — SB RDA 2008 Loan. The positive revenue variance of $716 thousand in this fund
is a variance relating to the timing of retainage payments on construction projects.

Looking Forward

Through the first quarter of Fiscal Year 2009-2010 the revenue and spending patterns generally follow
the adopted budget. Two broad areas of variance, the delay in State revenues and soft local revenue
impact many of the departments. State payments are beginning to be received by the County. The
revenue will need to be closely monitored. Supplemental Property Taxes and the Proposition 172 Public
Safety Sales Taxes both show actual revenue lower than estimates and will need to be closely monitored
to determine if this trend is to continue and if action will be required to align expenditures with lower
revenues.

Fiscal and Facilities Impacts: _Actual and hypothetical impacts are stated in the Board letter.

Attachments:

Attachment A - Projected Annual Status Report
Attachment B - Presentation slides

Authored by: Jason Stilwell

cct Each Department Head
Deputy/Assistant County Executive Officers and CEO Analysts
Recognized Employee Organizations
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