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SUBJECT: FY 08/09 Midyear Budget Report

Board members:

As of this midyear report, good news is scarce as we begin weathering very tough economic
conditions. However, we have accepted the challenge and developed plans to adjust to the
most dramatic economic downturn in recent times. It is important that we understand the
economic environment we face and respond decisively. We have a multiple-year strategy to
correct our budget losses, and maintain consistency with our policy goals. Our success
depends on the economy stabilizing and all depariments adjusting to reduced budget
targets.

Signals indicate that the state will look to us immediately to help solve its problems through
delayed cash reimbursements, and we must account for that as well. | recommend that the
Board adopt a policy position that will protect the county against backfilling state funded
programs when it would force the county into a negative cash position.

Our first challenge locally is to correct current-year budget overruns. If not curtailed, current-
year spending will exhaust funds in contingency and force premature draws on reserves
that will jeopardize our planned soft landing. Therefore, because we expect further revenue
declines, we cannot let current-year problems compound what we know will be an abysmal
budget next year. With this in mind, | have listed all expected current-year overruns and
adjustments so that contingency planning can be precise. A few departments, including
Animal Control, EDA, California Children’s Services, Assessor-Clerk-Recorder, Detention
Health, Public Health, TLMA and Human Resources will reduce staff this year to cut
shortfalls.

The rapidly deteriorating economy and expected department overruns described in this

report will place an unexpectedly large burden on the general fund this year. As part of our

efforts to contro! costs, | recommend additional restrictions on expenditures for services and
wsupplies and capital assets. This action will compliment the plan already in place to control
g personnel expenditures — our single largest cost — by imposing the maximum fill rate.
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Our next challenge will be to construct a budget for next fiscal year that balances the need
to meet service demands with our shrinking resources. It is necessary to reduce FY 09/10
general fund allocations by 10 percent, as reported to you in the first-quarter budget report.
Departments were asked to draft plans adhering to this cut. A summary of those plans is
attached to this report (Attachment B). Department heads made a number of assumptions
as they created their budget plans; should these assumptions not come true, additional
adjustments might be necessary.

Some departments requested additional funding to support on board staff before taking
reductions, however, adherence to cost cutting is necessary. At my most recent department
head meeting on January 20, 2009, department heads were directed to prepare to execute
plans for cost-cutting as the budget process proceeds.

Planned cuts will include staff reductions in FY 09/10 of one percent of payroll,
approximately 150-200 positions. While harder to quantify, department plans also include
the expected attrition of perhaps several hundred other employees. Should this attrition not
occur, the number of layoffs next year could increase by another 1-2 percent of payroll.
Finally, approximately 300 employees, another 1-2 percent of payroll, are expected to take
advantage of the early retirement offer this year.

| have updated the budget policy (Attachment E) to reflect our fiscal situation. | also plan to
present the budget on May 4, 2009, one month ahead of schedule. My proposed budget will
support only core county functions. In accordance with our maximum fill rate, departments
will be asked to fund only filled positions. Given the severe budget conditions, | recommend
suspending add-back requests for reinstated funding and/or enhanced services.

We have continued to pursue other cost-cutting measures since the first five were proposed
to you in the fall. Those new measures will include reducing vehicle use, financial
reengineering of our PERS obligations, and reducing payroll expenses by expanding
furiough program and staff reductions. By your action, your Board is documenting that
furloughs of exempt employees are budget-required. Management compensation has
already been curtailed by restricting the payoff of management leave for three years. We
should integrate these as well as any new measures directed by the Board and evaluate
their impact to restore a structurally balanced budget. In order to sustain priority service
levels, it will be necessary to draw down reserves and reduce other discretionary general-
fund programs, such as the community improvement designation. Reserves should be
drawn down as necessary to soften the payout impact of early retirements.

Elsewhere on today’s agenda we have a State of the County report prepared by this office
that provides context about progress made and the challenges that lie ahead as we begin to
see service declines. Attached to this report is a summary of departmental budget plans for
FY 09/10 (Attachment B) that provides a preview of what county government will look like
next year. Also attached is our annual economic forecast from economist John Husing
(Attachment F). We recently commissioned a macroeconomic forecast from a Southern
California economist to validate our assumptions on long-range budget planning. That
report will be available during budget hearings.
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In summary, as of midyear, our updated analysis reflects the need to reduce this year’s
discretionary revenue about $10 million to compensate for lost revenue from property taxes,
sales taxes, and fines and penalties. | recommend backfilling these losses from
contingency. We are drawing down Board designations by about $21 million to cover
expected budget overruns. Should ail the overruns identified be realized, additional draws
on reserves will be necessary.

The effect of recent and recommended activity on contingency is summarized below:

$ Millions
38.2 First quarter ending balance
(0.8) Second-quarter activity
6.8 Aggregate of actions recommended in this report
442 interim balance

Included attachments:

ATTACHMENT A Recommended budget adjustment summary
ATTACHMENT B FY 09/10 General Budget Pians

ATTACHMENT C Human Resource’s recruitment and vacancy report
ATTACHMENT D Auditor-Controlier’s internal audit plan update
ATTACHMENT E Budget policy and schedule

ATTACHMENT F Economic report from John Husing, Economic & Politics, Inc.

IT 1S RECOMMENDED that the Board of Supervisors: 1) receive and file this report and all
its attachments; 2) approve the recommendations and associated budget adjustments in
Attachment A, 3) approve the budget policies in Attachment E; 4) adopt the policy position
not to backfill state funded programs when it would jeopardize the county's financial
position; and 5) direct all general fund departments to limit spending in appropriation
classes 2 and 4 to essential purposes only, and direct the Executive Office to report back
within 30 days on additional cost control measures.

Respectfully submitied,

Lot Forwer—

BILL LUNA
County Executive Officer
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A. EXECUTIVE SUMMARY

Overall, the economy continues to recede. We are diligently looking for the end to this
downslide, but that end is not yet in sight. Unemployment rates for the nation and the state,
as well as the county, are all on the rise. The U.S. government is considering the largest
economic stimulus package since the 1940’s. This stimulus effort could profoundly affect the
local economy, but given its uncertainty, it is too soon fo speculate on any local relief.

County discretionary dollars are declining. To date revenue is down about 1.7 percent ($12.7
million). Additional revenue losses this fiscal year are still possible. Of greatest concern is
the apparent inability of several departments to meet current year budget targets. If
current spending patterns are not curtailed, we will exhaust all of our appropriations within
contingency ($44.2 million) and be forced to take an unplanned $11 million hit on our reserve
for economic uncertainty.

The Executive Office is working with those departments expecting shortfalls to identify steps
which can be taken this year to close the budget gaps. It should be noted that a handful of
departments will be initiating layoffs immediately in order to meet budget targets. A total of
approximately 50 layoffs is expected before the end of FY 08/09.

We expect that the greatest one-year impact on local FY 09/10 GF Revenue Losses of
revenue — outside of potential state directed impacts $60 Million

— will be in FY 09/10. The loss of property related Intorest

taxes, sales taxes, and interest income is expected to Income

total $60 million next year. Additionally, public safety $17.5
departments can expect losses in Proposition 172
(public safety sales tax) revenue totaling about
$23 million. Sales

$7.0

Meeting the FY 09/10

$90 Milion Shortfall With the expected need to reestablish
appropriations for contingency next year ($30
miflion), the FY 09/10 budget gap is expected to
total $90 milion. The gap will be filled by
reducing general fund costs $60 million and
drawing down $30 million from the reserve for
economic uncertainty.




400

Board Designations

Between planned expenditures and draws on
reserves, Board designations will total about
$101 million by the end of FY 09/10. The
balance in the reserve for economic
uncertainty will be down to about $70 million.
At the current pace, our ability to use
reserves to cushion the impacts of cuts will
be limited.
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Qur fiscal predicament can only be rectified through
shared solutions. Compliance with cost cutting
measures across the county is vitai to our fiscal stability.
Cuts should be made across the board, even within
public safety departments. Were public safety to be
held exempt, cuts to other areas would represent
nearly two-thirds of their county funding levels.
Without question, cuts of that magnitude would keep
many department heads from performing their core
functions.

FY 0910 GF Allocations

Ganeral
Government

17%
Public Health and
Protection Sanifation
63% 1%
All others
9%

The good news is that with cooperation from all parties to achieve across the board spending
cuts and prudent use of reserves, we will be well positioned to manage through the downturn.




B. ECONOMIC OUTLOOK

If the national recession continues past the spring, as many economists predict, it will be the
most prolonged since the Great Depression. Given the fast-changing economy, diffident
financial markets, and the uncertain courses Congress and President Obama might take,
predicting the economy's future is particularly difficult. USA Today reported in late December
that some economists believe the proposed massive federal stimulus combined with
aggressive Federal Reserve action might improve the national economy by late 2009.

Economist John Husing of Economics & Politics, Inc. expects our local recovery to lag behind
any national recovery. According to Husing, the region’s high unemployment level will end
when the local economic base replaces losses suffered in the construction, manufacturing
and logistics sectors. That is not likely to occur until 2011 or 2012. Husing emphasizes that
there are still several hurdles to overcome: some portion of the local mortgage crisis still lies
ahead due to pending interest-rate adjustments, the volume of foreclosures must reduce, and
the construction industry must revitalize. The U.S. government is considering the largest
economic stimulus package since the huge deficits of World War Il. This stimulus effort
should profoundly affect the local economy; however, it is still too early to quantify those
impacts.

Aftached is Husing’s budget forecast for the county (Attachment F). That forecast projects
further discretionary revenue declines through next fiscal year. Assessed property values in
FY 09/10 are projected to decrease 5.7 percent; internal county calculations reflect a slightly
better outcome. Husing projects motor vehicle license fee revenue will decline about 5.7
percent in FY 09/10, with sales tax revenue likely to decline about 4.5 percent.

Southern California Budget Issues

All of our neighboring counties are being buffeted by the same economic forces that are
affecting our local economy. Property values are down on average (as evidenced by the
median home price) 35% year over year, translating to reduced or relatively flat property tax
revenues. Sales tax revenues are reduced across the region. Los Angeles, Orange, San
Bernardino and San Diegc counties have all announced substantial budget deficits for the
coming year. San Diego has announced the need for layoffs in the coming year and Orange
County has already laid off 210 social workers and announced mandatory furloughs for its
remaining 4,000 social service workers. Los Angeles County has announced that it will draw
$29 million in reserves to balance the current year's budget.

C. COUNTY OUTLOOK
1. OPERATIONAL TRENDS

Real estate declines continue to affect the County Clerk-Recorder’'s operations. Document
recordings during the first two quarters of FY 08/09 dropped by five percent compared to the
first two quarters of FY 07/08. Using the same time frame, the number of pages recorded
decreased by 24 percent in FY 08/09. Compared to FY 06/07, document recordings in the
first two quarters have fallen 32 percent and page recordings dropped 59 percent this year.
The Assessor expects the trend to continue at least through FY 08/08.




Permit volume continues to decrease in Building and Safety. During the first half of FY 08/09,
permit volume was down 43 percent compared to the same period in the previous year.
Development applications are down 38 percent this year in the Planning Department and
major planning applications have fallen 54 percent. If the trend continues, new applications
will have dropped 70 percent since the fiscal year began. The number of customers coming to
the Riverside, south county, and desert permit assistance centers has declined 32 percent.

National financial markets remain in flux while home foreclosures and unemployment continue
fo rise. In the Inland Empire, unemployment is above 10 percent, while the state’s
unemployment rate of 9.3 percent continues to climb. The national unemployment rate
increased in December to 7.2 percent.

Federal intervention has helped stabilize the fragile U.S. financial system and additional aid
designed to forestall a deeper recession is likely. A key component has been the Federal
Open Market Committee’s rate cuts. The Treasurer-Tax Collector anticipates that further
purchases of Treasury and agency securities by the Federal Open Market Operations of the
Federal Reserve will continue for the foreseeable future and will dampen expectations of
investing in higher-interest earning securities.

As the economy recedes, median home values continue to decline in Riverside County.
Restrictive lending practices and the county’s abundance of foreclosures has reduced median
values to levels seen about six years ago. Home values will likely continue to decline and the
gravity of this downturn is still unknown. The following chart reflects end-of-year median
home values in Riverside County since 1989.

Median Home Values
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2. REVENUE TRENDS

Assessed Value

The county’s current budget plan anticipates a further five percent reduction in property values
for FY 08/10. The Assessor and John Husing validate the figure, though Husing predicts a
slightly worse scenario. Declining assessed values directly affect both property taxes and
motor vehicle license fees. Together, those two sources represent 75 percent of the county’s
total general-fund discretionary revenue.

In an average year, county assessed value grows by 4-7 percent. The chart below represents
the unusual growth that occurred since FY 00/01 and the decline that started in FY 07/08.
The duration of our fiscal decline and recovery is difficult to predict. Nevertheless, we expect
FY 9/10 to be the worst of the downturn, with smaller losses occurring in FY 10/11. We
expect to see some leveling-off in FY 11/12 as reductions and growth equalize, before growth
resumes starting in FY 12/13.

In monetary terms, a one percent reduction in assessed value equates to about a $5.5 million
loss in related discretionary revenue. The county’'s FY 09/10 loss of discretionary revenue
from assessed value is expected to be about $27 million, with a further $11 million loss
expected in FY 10/11.

Assessed Value Growth Projections
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Sales Taxes

Statewide, sales-and-use tax revenue has declined for five consecutive quarters. Because of
these declines and the likelihood that more reductions are to come, most of the state's
economic recovery bonds were recently down graded by Fitch Ratings. The state's current
forecast indicates a six percent decline projected in 2009, with some growth returning in 2010.
Fitch believes that continued economic weakening will prompt the state to adjust its
expectations downward.

Locally, we can expect sales tax collections to decline this year and next. Taxable sales
within the county, including its cities, are down almost 10 percent from the same quarter a
year ago. HdL Companies, the county's sales-tax consultant, reports that decreased sales
from contractors, discount department stores, lumber and building materials, and trailers
(RV’s) are partially responsible for the decrease. Onetime receipts helped the county meet
last year's budget target, but will inflate the year-to-year loss.

A $1.4 million downward adjustment to estimated sales tax revenue is recommended within
this report. It is possible that the revised target might need further adjustment before year-
end. The Auditor-Controller is monitoring sales tax collections and will recommend an
adjustment in the third quarter if necessary.

The chart below reflects the growth in sales tax revenue before FY 07/08 and the decline
afterward. In addition to losses associated with the recession, a portion of Riverside County's
sales-tax receipts will be shifted to the newly incorporated cities of Menifee and Wildomar. FY
09/10 sales tax revenue is expected to drop $6.6 million, to $30 million.

Sales Tax Revenue
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Interest Earnings

The Treasurer-Tax Collector expects to meet current year general-fund earnings targets
unless interest rates fall more than expected or cash balances are reduced because of
delayed payments from the state. The Treasurer and Executive Office are coordinating
monitoring efforts and will recommend budget adjustments if necessary. Given all the
economic uncertainties, the Treasurer-Tax Collector will remain cautious during this fiscal
year and the next. He deems capital preservation as his top priority in managing the
Treasurer’'s pooled investment fund.

Multiple cuts in the Fed funds rate as well as draw downs of county reserves invested in the
county pool have reduced interest earnings by half over the past three years, from $58 million
to $28 million. The Treasurer will continue to monitor the trends and update the Board in the
third-quarter budget report. In FY 09/10 these same factors will likely reduce interest income
to its lowest level in six years, about $10 million. Delayed payments from the state could drive
next year's earnings even lower. The following graph illustrates the relationship between the
pool rate and interest revenue, and depicts next year's anticipated fall.

Pool Rate and General-Fund Interest Earnings
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3. MULTIPLE-YEAR BUDGET PLANNING

The county has relied on a rolling five-year budget projection to evaluate major financial and
policy decisions. We have updated our projection with new budget principles, strategies, and

cost-saving measures to clarify the process. What is clear is that our success is dependent
upon a shared solution.

Key Principles:

* Preserve core services

* Maintain high credit ratings

» Shared sacrifice across all county functions

» No backfilling of outside revenue funding reductions

Key Strategies:

» Frontload necessary budget cuts (10%, 6.6%, 3.3%)

» Partial draw down of reserves to “soften” the impacts

* Maintain reserve capacity to respond to state impacts

* Adjust hub jail staffing plan to correlate to construction schedule

Key Measures to Produce Savings

Cap on staffing

Early retirement incentive

Cap on management leave buy down
Mandatory and voluntary furloughs
Financial re-engineering

Various expense reductions

A growing number of employees are participating in the voluntary furlough program, and
mandatory furloughs may also be necessary. By your action, your Board is documenting that
furloughs are budget-required. In such cases, exempt employees whose pay is reduced for
absences due to a budget-required furlough shall not lose their exempt status except for the
workweek in which the furlough occurs, in conformance with federal regulations.

Vehicles

Riverside County’s vehicle fleet is among the largest in the state and represents a reasonable
target for savings. With one car for every five employees, there is an opportunity to tighten the
requirements for vehicle use, to increase shared use, improve enforcement of Board policies
and improve the fleet's fuel mileage.

Employees take home about 600 vehicles nightly. In some cases there is ample justification:
the vehicle is a marked county safety vehicle (Sheriff, Animal Control and Fire) and the
operator is on call; or employees have a car as a part of their employment contract. However,
in many cases, the justification is acceptable, but weaker: for safety or service responders
who are not first line; for critical but very rare service needs; or to keep equipment safe. With
the economy so poor and the budget outlook so bleak, it is recommended that the Board allow
vehicles to be taken home at night only in the most critical situations.




There are additional opportunities to save. Departments should be encouraged to improve
efficiency by increasing the use of the county motor pool or a department motor pool. Each
vehicle assigned to a department can be analyzed to determine if it is driven enough to
warrant the cost. Wherever reasonable, vehicles with poor mileage could be replaced with
higher-mileage vehicles. Wherever reasonable, vehicles beyond their useful lives or with
excessive maintenance costs could be replaced with newer vehicles.

Recommended Motion: That the Board of Supervisors: 1) direct the Executive Office and
Fleet Services to review and update the Board’s vehicle policy and retum within 30 days; 2)
direct all department heads to provide all vehicle information requested by the Execufive
Office; and, 3) that the new policy, with rare exceptions, limit ovemight retention to first
responders and cars tied lo employee contracts.

Cash

We don’t know yet how the state’s cash crisis will affect the county. The Executive Office
recommends taking steps to position the county cash pool to withstand any extended
interruption in cash flow from the state. The Executive Office will look closely at cash-
management practices and current cash policies and report back to the Board in the third
quarter.

The Multiple Year Projection

The multiyear projection displayed on the next page incorporates . expected declines in
discretionary revenue this year and next. That trend requires a 10 percent budget cut in FY
00/10, a 6.3 percent cut in FY 10/11 and a 3.3 percent cut in FY 11/12. We expect that the
greatest one-year impact on local revenue — outside of potential state directed impacts — will
be in FY 9/10. Losses of property related taxes, sales taxes, and interest income is expected
to total $60 million next year.

Normally, funds remaining in contingency at year-end are utilized to reestablish those
appropriations in the following year. This year, contingency funds could be completely
drained, requiring next year's contingency to be funded from reserves. The Board’s policy is
to fund contingency at 4 percent of expected discretionary revenue. Based on current
calculations, appropriations for contingency should be about $30 million.

Hub Jail

We have adjusted the hub jail staffing plan to more accurately reflect the construction
schedule. This action will allow us to suspend our need for $15 million in additional
discretionary revenue for FY 09/10. In order to stay on schedule, it will be necessary to set
aside $10 million in FY 10/11. With no new revenue expected, cuts in general fund support
are necessary to redirect these dollars to the jail. :

Capital Projects
Maijor projects underway (including the downtown law building, the northwest animal shelter,

the San Jacinto shefter, and others), together with the commitment for the French Valley office
complex represent an ongoing claim of approximately $20 million. That commitment on the
capital project fund effectively accounts for ali of the available capacity for the foreseeable
future, with the exception of modest balances not budgeted over the next couple of years.
There is no general fund capacity for new projects.

9




Public Protection .

Public protection services utilize about 63 percent of all discretionary dollars, over $450 million
a year. Compliance with cost cutting measures across the county is vital to our fiscal stability.
Cuts should be made within public safety departments. Were public safety to be held exempt,
cuts to other areas would represent nearly two-thirds of their current county funding levels.
Exempting the Sheriffs Department alone would require non public protective functions to
absorb a 20 percent reduction in general fund support — double what is currently planned.

The following chart reflects the $90 million budget deficit expected in FY 09/10. The-gap is to
be bridged by $60 million in cuts and $30 million taken from the reserve for economic
uncertainty. The plan is only viable if departments adhere to their approved net county cost
targets. Once we draw on reserves, we will need to plan fo reestablish the reserve for
economic uncertainty in order to protect against future unexpected economic shocks, and to
prevent a ratings-agency downgrade.

General Fund Multiple-year Projection (in millions)
FINAL
BUDGET PROJECTED ACTUAL .
08/09 08M9 09710 1011 112 12113

RESOURCES:
Adjusted fund balance 38 46 19 28 28 28
Ongoing discretionary revenue 725 712 667 849 649 668
Use of reserves (to balance budget) 50 71 30 3] 6 3
Misc. one-time revenue 3 3 0 0 0 0

815 832 716 683 683 699
APPROPRIATIONS:
Misc. ongoing NCC 695 698 684 641 635 656
Contingency funding 35 44 28 28 28 28
Misc. one-time costs 0 2 0 0 0 4]
New jail staffing 30 20 0 10 10 12
P ublic safety COLA's 14 14 0 0 0 0
800 MHz debt senvice 5 5 0 0 7 0
Sheriff unincorporated 1.2:1000 staffing 2 2 0 0 0 0
Capital project funding 20 20 1] 0 0 0
Hospital subsidy 10 10 0 0 Y] 0
Added to reserves 5 8 4 4 4 4

815 i 832 716 683 684 700
Available for budget needs 0} 0 0 0 0 0
Discretionary reserve totals 284] 200 101 95 89 86
Note: Departmenis to absorb refirement benefit costs and cost-of-living alfowances.
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4. BOND RATINGS AND BENCHMARKS

The county’s issuer ratings are at AA levels: Moody's (Aa3), S&P (AA) and Fitch (AA). Those
ratings validate the budget benchmarks and the financial controls we created, and our
adherence to those controls. To retain our high credit ratings and maintain strong financial
controls, we must develop plans to restore reserve levels and structural balance.

Riverside County's Budget Health Benchmarks

Target 03/04 04/05 05/06 06/07 07/08 Now

Reserve for Economic Uncertainty | 15% | 10% 3% | 20% | 15% | 15% | 15%
Contingency 4% 3% 4% 4% 5% 4% 4%
Structural Deficit Q 3% 6% 1% 0% 0% 2%
General Obligation Rating AA+ AA- AA- | AA- | AA- AA AA
Moody's. S&P Fitch
Best Quality Aaa AAA AAA
High Quality Aa1 AA+. AA+

Aa2 G B
AA-

Upper Medium Grade A1 A+ A+
A2 A A
A3 A- A-
Medium Grade Baa1l BBB+ BBB+
Baa2 BBB BBB
Baa3 BBB- BBB-

D. STATE BUDGET UPDATE

The state budget remains the largest and potentially most devastating unresolved budget
issue facing Riverside County. The governor has met with legislative leaders frequently since
early January. But as of late January there is no agreement for addressing a state budget
deficit estimated at $40 billion over the next 17 months.

The govemor has proposed deferrals that, by the end of the calendar year, could preempt
more than $100 million in state payments that Riverside County needs for social services.
. Gas-tax deferrals would exceed $30 million. Statewide, deferrals tally $1.8 billion in social-
services payments, $700 million in gas-tax revenues, $270 million in Prop. 42 transportation
payments and $92 million in mental-health cash advances to counties. -

Without a budget, the state controller intends to delay payments in order to preserve cash flow
and protect payments earmarked for education and outstanding debts. The controller would
issue 10OWUs for the first time since 1992. All told, the controller would delay about $3.7 billion
worth of checks due in February unless a budget deal is in place by February 1.

Califomnia’s deteriorating cash position is so dire that, even with a quick (if unlikely) budget
resolution, there would be a significant lag before the state develops a reasonably healthy
cash balance. So the question remains: where and when will the state find the money to make
good on the deferrals?
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Should Riverside County choose to cover the deferrals for too long, it would damage our
credit ratings. The resulting increased borrowing costs would exacerbate cash shortages and
deplete reserves, forcing the county to cut services and jobs. State actions could push the
county to the same precipice where state officials already hang by their fingernails.

On another front, the Unemployment Insurance Trust Fund is running out of money. To fund
unemployment benefits (roughly $34 million per day), the state plans to borrow $1.84 billion
from the federal government to pay benefits through March. :

Amid all the uncertainty one fact remains: each day that passes without a budget increases
the size of the hole that the state is trying to plug.

E. MIDYEAR ACTIVITY

1. QUARTERLY DISCRETIONARY REVENUE UPDATE

The property-tax revenue projection needs to be reduced by $4.6 million. Sales-tax revenue is
also dropping, requiring a $1.4 million adjustment. As a partial offset, we can expect an
additional $1.1 million in federal in-lieu revenue made available through the Emergency
Economic Stabilization Act of 2008. The act authorized the Department of the Interior to
increase payments to local jurisdictions under the Payment in Lieu of Taxes program. For the
first time since 1994 the county will receive its full entitlement of almost $3 million, which is
about $1.1 more than budgeted. The act authorizes full payment through 2012. Overall,
there is a net loss of all discretionary revenue totaling $4.9 million. It will be necessary to
reduce appropriations for contingency in order to offset this loss.

Recommended Motion: that the Board of Supervisors approve and direct the Auditor-
Controller to adjust appropriations and estimaled revenue as follows:

Increase estimated revenue:

10000-1300100000-764500 Federal In-lieu taxes $1,142,956
10000-1300100000-705000 Property tax — prior supplemental 860,000
10000-1300100000-701020 Property tax — current unsecured 800,000
Total $2,802,956
Decrease estimated revenue: :
10000-1300100000-700020 Property tax — current secured $3,880,000
10000-1300100000-704000 Property tax — current supplemental 2,400,000
10000-1300100000-710020 Sales and use taxes 1.400,000
Total $7.680,000

Decrease appropriations:
10000-1109000000-581000 Appropriations for contingency $4,877,044

Trial Court Funding

The county’s trial court funding responsibility for FY 08/09 is an estimated $34.1 million,
including $24.9 million in maintenance-of-effort requirements, $6.5 million in realignment
payments to the state and $2.7 million for a memorandum-of-understanding obligation to the
local courts. Most funding for maintenance of effort comes from fines and penalties which are
recognized as county discretionary revenue. That revenue is declining and is expected to be
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$4.9 million under budget. Because the county’'s contractual obligation does not lessen as
revenue declines, contingency funds are needed to cover the loss.

Recommended Motion: that the Board of Supervisors approve and direct the Auditor-
Controlfer to adjust appropriations and estimated revenue as follows: :

Decrease estimated revenue:

10000-1100900000-730020 Fee — POC transaction $80,000
10000-1100900000-730040 Fine — traffic motor vehicle 400,000
10000-1100900000-731020 Health and safety fees 35,000
10000-1100900000-731180 Fine — traffic school 20,000
10000-1100900000-731200 AB233 realignment 4,080,000
10000-1100900000-772850 Superior Court fees 285,000

Total $4,900,000

Decrease appropriations:
10000-1109000000-581000 Appropriations for contingency - $4,900,000

- Public Safety Sales Tax (Proposition 172)

Safety sales tax is a dedicated funding source for many public safety departments, tied to
local taxable-sale transactions. To protect public safety, safety sales-tax estimates were
maintained at FY 07/08 levels despite evidence that revenue was falling. Projections now
indicate safety sales tax revenue couid fall $23 million under target. The Board established a
$12 million reserve to cover a potential shortfall. Next year there will neither be a reserve nor
additional revenue available to backfill public safety sales tax shortfalls, therefore safety
departments will be expected to adjust future budgets accordingly.

Recommended Motion: that the Board of Supervisors approve and direct the Auditor-
Controller to adjust appropriations and designations as follows:

Decrease designations:
10000-1000100000-320134 DFB - Prop. 172 revenue $12,161,684

Increase appropriations:
10000-1109000000-581000 Appropriations for contingency $12,161,684

State Mandate Reimbursement (SB 90)

The state has notified counties of its intention to discontinue the current practice of timely
payment of 75 percent of each SB 90 claim. This delay will result in an expected $6,365,809
revenue shortfall this year. The Board established a reserve to cover losses like this.

Recommended Motion: that the Board of Supervisors approve and direct the Auditor-
Controller to adjust appropriations and designations as follows:

Decrease designations:
10000-1100100000-320133 DFB — SB 90 reimbursement $6,365,909

Increase appropriations:
10000-1109000000-581000 Appropriations for contingency $6,365,909
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Following is a chart reflecting the county’s discretionary revenue.

Summary of FY 08/09
General-Fund Discretionary Revenue {in millions)

gzg';:tl Midyear Variance
Source Estimate Update |from Budget
Property Taxes 337.6 3285 (2.1)
Motor Vehicle In Lieu 220.8 2218 0.8
Interest 27.5 275 0.0
Sales Tax * 38.0 366 {1.4)
Fines and Penalties 28.3 244 (4.9)
Documentary Transfer Tax 8.0 08 0.8
Tax Loss Reserve Fund-Overflow 45.0 45.0 0.0
Franchise Tax 7.6 76 0.0
Other (Prior Y ear & Miscellaneous) 7.3 73 0.0
Federal In-Lieu Taxes 1.8 29 1.1
Tipping Fees 1.8 18 0.0
Transient Occupancy Tax 1.6 16 0.0
* Does nol include public safety sales fax revenue

2. BOARD DESIGNATIONS

Based on recommendations in this report, the chart on the next page lists the $222 million in
general-fund designations established by the Board. About $38 miliion is being held for
capital construction projects and land banking. Anocther $109 million remains set aside to
protect against looming adverse state budget actions and economic downturns. The
remaining $75 million is earmarked for specific needs.

Optimistic projections have ail designations falling from a recent high of $335 million to $101
million within about two years. Without departmental spending restraint, designations could
feasibly be reduced to zero within two years.

_ With the economy worsening and the state expected to defer cash reimbursements, the

Executive Office will likely be forced to recommend using some of the reserve for economic
uncertainty to balance the FY 9/10 budget. The estimated need for $30 million is included in
the chart below. The number will be refined during the budget process. The $30 million is in
addition to the $14.5 million draw that could be needed to cover budget overruns this year, as
reflected in the contingency section of this report on page 17.

Many Board designations are earmarked for projects already under way and will be drawn
down as they move ahead. The capital projects designation is funding the Smith Correctional
Facility expansion ($63 million in addition to the $16 million already appropriated) and the First
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American Title Co. purchase ($6.5 million). Designations for PSEC and the property-tax
system will be exhausted during the several years needed to design and implement these
critical projects.

Previous Second Balance Expected Expected
Balance Quarter Upon Yearend FY 09/10
: Adjustments | Approval Baiance Use

Economic uncertainty 108.7 0.0 108.7 97.7 30.0

Capital projects 75.3 {36.9) 38.3 38.3 - 328
PSEC - 800 MHz 27.1 0.0 271 271

Property tax system 9.6 0.0 9.6 9.6 9.6

SB90 deferred state revenue | 10.0 (6.4) 3.6 36; 36
Prop 172 - safety sales tax | 12.2 (12.2) 0.0 0.0

DPSS - CalWorks incentive 8.2 0.0 8.2 8.2 8.2

DPSS - realignment growth 6.9 0.0 6.9 6.9 6.9

Probation i 43 (0.4) - 39 ' 1.7 1.7

Correctional staffing 11.0 (6.7) 5.3 53 5.3
Community improvement 3.9 (1.0) 29 0.0
Budget savings 3.0 3.0 6.0 | 0.0

CAC maintenance , 1.2 0.0 1.2 | 1.2 1.2

TOTAL : 281.3 (59.6) 2218 | 199.6 | 89.1

| Other designations were set up to mitigate likely losses involving state-mandated services

1 {$10 million) and public safety sales tax ($12.2 million). Both these designations will be drawn
down to help compensate for falling revenue. Some designations were set up to support vital
services or capital expansion. These designations — for DPSS ($15.1 million), Probation
($4.38 million), and correctional staffing ($11 million) — will be used for their intended
purposes over the next two years.

Should expected draws hold true, the Board's designations will fall from $222 million to about
$196 million when this fiscal year ends. Over the next year-and-a-half, $29 million is expected
to be drawn out of designations. The graph that follows depicts the increase to designations
that occurred beginning in FY 04/05 and expected balances at the end of FY 09/10. Not
shown in either designation chart is the $290 million received from tobacco securitization,
which is segregated in its own fund.
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The following chart shows recent changes to Board designated reserves.

Board Designations
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3. APPROPRIATIONS FOR CONTINGENCY

The Board-approved contingency target is four percent of ongoing discretionary revenue.
Current-year general fund discretionary revenue is estimated at $712 million. This dictates a
contingency target just under $28.5 million. The target adjusts as revenue estimates change.

Departments were directed to reduce their FY 08/09 reliance on general-fund support by five
percent. Some are struggling to meet that directive either because they were unable to
implement cost-cutting strategies as early as expected, or they assumed funding relief would
be available at year-end. Throughout this report, these departments have communicated their
expectations to draw upon contingency to fund current-year needs. Those draws would
exceed available funds by about $11 million. The Executive Office has taken an aggressive
step, empowering departments to implement all cost-cutting measures within their authority. If
layoffs are the only feasible option, departments have been directed to exercise that option.
Without new revenue, it might be necessary to backfill contingency with funds from the
reserve for economic uncertainty. Adjustments, if necessary, will be incorporated into the
third-quarter budget report.

Departments with shortfalls have been directed to identify, by the end of February, those
steps which will be necessary to end the year in balance. Each also will provide an
explanation and proof as to how FY 09/10 balance will be achieved in light of the current year
imbalance. These reports will be evaluated and brought forward to the Board for approval, as
. needed.

Sheriffs Department staff has been working closely with the Executive Office to reduce its
projected budget overrun. Progress has been made, but current projections show the overrun
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will be $16.5 million. More aggressive steps will be required in order to close the gap and
position the department to meet FY 09/10 budget targets, which will be reduced from FY
08/09, both because of a cut to net county cost, and failing public safety sales tax (Prop. 172)
revenue. These steps might include a hard freeze on hiring and a redeployment of resources
to eliminate all overtime costs.

funds from the reserve for economic uncertainty will be needed to reestablish contingency at
the Board-approved target. This draw could be as much as $30 million.

{
Considering that new revenue will not be available to backfill contingency next fiscal year,

FY 08/09 USE OF CONTINGENCY
. Revenue Total Contingency
Cost Adust pgiust Adjust. Status
Firstquarter ending balance: $38,162,268
Second quarter adjustments:
Iltem 3.4 1 0on 10/07/08 Menifee augm entation $830,444 $0 {3830 444) $37,351 824
Item 3.13 on 12/16/08 Cash shortiover 326 $0 ($26) $37,351,798
Actions recommended in this report:
Discretionary revenue reductions (page 12) $4,900,000 30 ($4,800,000) $32,451,798
Release Prop. 172 designation (page 13) $12,161,684  $12,161 684 $44.613 482
Trial Court Funding (page 13) $4.900,000 $0 {$4,900 000} $30,713 482
SB90 designated funds (page 13) $0 $6,365,909 $6,365 909 $46,079,391
Release budget savings designation {page 24) $0 $3,000,000 $3,000,000 $49,079 391
| Contingency balance upon approval of this report = $49,079,391
1 Pending actions that will affect contingency:
Animal Control (page 26) $1,300,000 $0  ($1,300,000)  $47,779,391
Legislation and Admin {page 23) $200,000 $0 {$200 000} $47,579 391
Indigent Defense (page 27) $444,000 50 ($444,000) $47,135,391
Proposition 172 - District Attomey $3,923,733 $0 ($3,923,733) $43,211 658
Proposition 172 - Fire $1,148,152 $0 {$1,148 152) $42,063,506
Proposition 172 - Probation $3775,513 $0_ ($3,775513)  $38287,993
Proposition 172 - Sheriff's Depariment $14,022 682 $0 ($14,022 682) $24,265,311
Public Defender (page 28) $1,232,000 $0 ($1,232,000) $23,033,311
Human Resources {page 25) $1.400,000 $0 ($1,400,000) $21,633,311
FM - Eﬁe_rmnanagﬂnent (page 24) $2.000,000 $0 ($2,000,000) $19,633,311
SB-90 mandated services {page 13) $6,365,900 $0 {$6,365,909) $13,267 402
‘ -ﬁegistrarof Voters (page 25) $256,691 $0 ($256,691) $13,010,7 11
| Auditor-Controller (page 21) $500,000 $0 ($500,000) $12,510,711
Fire operations (page 27) $2,000,000 $0 ($2,000,000) $10,510,7 11
Comm unity Health Agency (page 31) $3,500,000 30 ($3,500,000) $7.010,711
Detention Health (p_a_ge 32) $1,300,000 $0 ($1,300,000) $5,710,711
County Counse! (page 22) $200,000 30 {$200,000) $5,510,7 114
Sheriff's Department (page 28) $16,500,000 $0 ($18,500,000) ($10,989.289)
Reserve for Economic Uncertainty $0 $10,989,280  $10,880.,289 $0
Projected yearending contingency = $0
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This report recommends using contingency funds to backfilt $4.9 million in lost discretionary
revenue so that services are not affected, and backfilling $4.9 million in lost fines and
penalties revenue in order to meet court funding obligations. Also recommended is a $12.2
million increase using designations to cover part of the expected loss of public safety sales tax
revenue, discussed in more detail on page 13; a $6.4 million increase using designations to
cover deferred state mandated reimbursement payments; and a $3 million increase using
designations to partially offset potential year-end budget overruns. -

F. FY 08/09 DEPARTMENTAL STATUS

1. INTERDEPARTMENTAL AND CAPTIAL PROJECTS

On November 4, 2008, the Board of Supervisors directed the Executive Office to submit a
funding application for an employee childcare project to First Five Riverside. Since then, the
Childcare Pilot Project Exploratory Committee has met and discussed such a proposal, but
has not developed one. Knowing that a strong proposal would include a mechanism for
continued funding, and being unable to identify one, the committee suggests that the concept
be suspended. At such time as county finances improve and enhancing employee benefits is
an option, the committee could resume its mission. In the meantime, as childcare remains an
issue for many employees, the Human Resources Department will continue to disseminate
information about flexible spending accounts for childcare and discounts for employees.

a) Capital Finance Administration

The county has assumed the responsibility of administering the Riverside County Palm Desert
Financing Authority (RCPDFA) bond issues. Administration includes payments of the bond
debt service. The following budget adjustment is needed to make interest and principal debt
service payments. All payments will be made with money received from RCPDFA.

Recommended Motion: that the Board of Supervisors approve and direct the Auditor-
Controller to adjust appropriations and estimated revenue as follows:

Increase appropriations: -
35900-925001-533020 Bonds — interest $1,646,522

35900-925001-531900 Bonds — principal 585,000
Total $2,231,522

Increase estimated revenue:
35900-925001-781560 Contributions from non-county $2,231,522

b) Capital Improvement Program

Due to the economic downturn and resulting revenue shortfalls, the capital improvement
program (CIP) did not recommend new projects and is working instead to complete approved
projects. The total value of requests involving 213 unfunded projects exceeds $1.87 billion.
The economy's effect on capital projects will be discussed in a workshop, planned for April, as
part of the FY 09/10 budget process.

On Nov. 18, 2008 (ltem 3.30), the Board approved a professional-services agreement to
prepare a 20-year countywide strategic plan for the Riverside County Fire Department. The
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pian will be completed by November 2009. A budget adjustment is needed to reimburse the
department from CIP funds.

Recommended Motion: that the Board of Supervisors approve and direct the Auditor-
Controlier fo adjust appropriations as follows: .

Increase appropriations:

30700-1104200000-525440 Professional services $208,700
Expected offset:
30700-1104200000-309100 Reserve for construction $208,700

The Board approved the architectural agreement for the TLMA 2™ floor renovation at the
Riverside County CAC on Jan. 13, 2009 (ltem 3.24). This first phase will be paid with CIP
funds. Phase two can move forward only after additional funding is identified.

Recommended Motion: that the Board of Supervisors approve and direct the Auditor-
Controller to adjust appropriations as follows:

Increase appropriations:
30700-1104200000-536780 Interfund expense — capital projects $374,380

Expected offset:
30700-1104200000-309100 Reserve for construction $374,380

c) Developer Agreement Program

On Aug. 28, 2007 (item 3.54), the Board approved a commitment of developer agreement
funds for the Riverside County Fairgrounds pavement project in Indio. A budget adjustment is
needed to reimburse the Economic Development Agency for construction costs.

Recommended Motion: that the Board of Supervisors approve and direct the Auditor-
Controller to adjust appropriations and estimated revenue as follows:

Increase appropriations:
30500-1103500000-551100 Contributions to other county funds $480,000

Increase estimated revenue:
30500-1103500000-777170 Development mitigation fees $480,000

d) Tobacco Tax Securitization

On Feb. 5, 2008 (Item 3.20), the Board awarded a construction contract for the Larry D. Smith
Correctional Facility expansion. Funding for this project comes from tobacco-tax
securitization proceeds, which are to be reimbursed by the general fund. The recommended
motion provides the spending authority for expenses anticipated for the remainder of the fiscal
year, and also authorizes moving money out of the capital project designation.
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Recommended Motion: that the Board of Supervisors approve and direct the Auditor-
Controller to adjust appropriations, designations and estimated revenue as follows:

Decrease designations: |
10000-1100100000-320109 DFB -- capital projects $30,400,000

Increase appropriations: . 7
10000-1101000000-551000 Operating transfer out $30,400,000

Increase estimated revenue:
30120-1105100000-790500 Operating transfer in $30,400,000

Increase appropriations:
30120-1105100000-536780 Interfund exp - capital projects $30,400,000

e) Bob Buster Library

The capital anticipation notes (CANs) purchased by the county pool to build the Woodcrest
Library were extended for an additional 18 months. The CANs will be repaid from the next
county financing, except for interest due, which is payable from the library fund. A budget
adjustment is needed to cover the interest payment.

Recommended Motion: that the Board of Supervisors approve and directs the Auditor-
Controller to adjust appropriations and estimated revenue as follows:

Increase appropriations;
32750-1100100000-534000 Interest notes — warrants $310,390

Increase estimated revenue: :
32750-1100100000-778390 Interfund rent — CORAL _ $310,390

2. GENERAL GOVERNMENT

a) Auditor Controller

The Auditor-Controller is diligently cutting costs to meet this year's and next year's budget
targets. The department is mostly funded by the general fund (64 percent) and reports that it
cannot pay internal custodial, maintenance and data-processing charges. In an effort to
mitigate an expected $1.1 million budget overrun, the Auditor is limiting costs in the internal
audit unit, which will reduce the overrun by about $360,000. This savings needs to be
transferred in order to fund essential obligations within the operations department. Budget
adjustments moving the general fund savings are therefore requested. Also, the Auditor has
identified $208,831 in new revenue that will help cover the budget overrun. The department
will be working with the Executive Office to identify ways to cover the remaining $500,000
overrun,
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Recommended Motion: that the Board of Supervisors approve and direct the Auditor-
Controller fo adjust appropriations as follows:

Decrease appropriations:

10000-1300200000-510040 Regular salaries $360,000
Increase appropriations: :
10000-1300100000-520820 Janitorial services $158,000 -
40000-1300100000-522310 Maintenance/building improvements 113,000
10000-1300100000-523240 Non-county agency expense 24,000
10000-1300100000-524760 Data processing services 89,000
10000-1300100000-525340 Temporary help services - 85,000
10000-1300100000-525440  Professional services 31,167
Total $500,167
Increase estimated revenue: _
10000-1300100000-752700 CA - disaster $78,100
10000-1300100000-753360 CA — mandated reimbursements 5,519
10000-1300100000-770500 Auditor accounting fees 17,305
410000-1300100000-772830 Collection charges ' 16,332
10000-1300100000-780180 Sales of books 1,500
10000-1300100000-781360 Other miscellaneous revenue 90,075
Total $208,831
Decrease estimated revenue:
10000-1300100000-770020 Fixed charges $19,674
10000-1300100000-770030 Property tax — collection 12,728
10000-1300100000-770070 Supplemental charges 36,262
Total $68,664

Internal Audit Unit

The Internal Audit Unit is currently staffed with 16 of its authorized 22 positions. The Auditor
is purposely keeping six positions vacant to minimize the effects of budget cuts on core
auditor functions. Savings will be used to sustain payroll, vendor payments, tax allocation
and county accounting support services. In an additional cost cutting effort, the auditing unit
will be relocated this fiscal year, saving the department $286,000 in lease costs.

The Board requested quarterly updates on the status of the Auditor-Controller's audit work
plan. A summary of the full report (Attachment D) follows:

Reports issued = 0 Reports in process = 12 Audits in process = 10
Audits scheduled = 13 Audits not yet scheduled = 21 Audits cancelled = 0

This fiscal year, the auditing unit has completed 13 audits not reflected in the chart above
because they were carried over from the previous fiscal year. Because of the implementation
of budget cuts, the Auditor expects that 21 audit projects will likely have to be deferred.
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b) County Counsel

Due to a recent high-level retirement, the department expects a budget shortfall of
approximately $200,000. The department will monitor the budget and, if possible, use salary
savings to lessen the shortfall.

c) Executive Office

This office anticipates receiving additional administrative revenues from Indian gaming, the
tobacco-tax securitization program and debt financing. These funds will be used to cover the
former CEO's leave payout and to offset budgeted but unrealized salary savings. The budget
adjustments below will appropriate the new revenues.

Recommended Motion: that the Board of Supervisors approve and direct the Auditor-
Controller to adjust appropriations and estimated revenue as follows:

Increase appropriations:
10000-1100100000-510040 Regular salaries $23,000
~ 10000-1100100000-510200 Payoff 290,000
Total $313,000
Increase estimated revenue:
10000-1100100000-777520 Reimbursement for services $233,000
10000-1100100000-778200 Interfund — miscellaneous 80,000
Total $313,000

Legislation and Administration

The expense of the Registrar of Voters’ operational review was not anticipated and will affect
this budget unit. The review's scope was expanded to maintain transparency and will likely
exceed the original $165,000 contract. In addition, the services of an economist are needed
and were not budgeted this year ($35,000). Continued monitoring of this budget will
determine if an adjustment is necessary after the third quarter.

d) Economic Development Agency

Thermal Construction & Land

The Thermal Construction & Land division requests a budget adjustment to reflect revenue
received from the Redevelopment Agency for capital projects at Jacqueline Cochran Regional
Airport.

Recommended Motion: that the Board of Supervisors approve and direct the Auditor-
Controller to adjust appropriations and estimated revenue as follows:

Increase appropriations:

22350-1910200000-537180 Interfund expense — salary reimb. $25,000
22350-1910200000-542040 Buildings — capital projects 50,000
Total - $75,000

Increase estimated revenue:
22350-1910200000-778200 Interfund - miscellaneous $75,000
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e) Facilities Management

Facilities Management Capital Construction Fund Review

On Oct. 7, 2008 (ltem 3.09), the Board received the results of an internal review that Facilities
Management conducted of its capital construction fund. The Board recommended that the
Executive Office and Facilities conduct another thorough review and report back in the mid-
year report with findings and recommendations. Additionally, the Board approved setting
aside $3 million in designations pending the outcome of the investigation.

The Executive Office, with assistance from the Auditor-Controller and with Facilities
Management's full cooperation, has completed the review. The analysis tested a statistically
significant sample of the thousands of accounting entries made to this fund between July
2002 and November 2009,

Also, fund physical records were reviewed and department staff was interviewed. It was
determined that Facilities' original review was reasonably accurate. However, the original
report focused on lifetime fund losses while the Executive Office analysis focused on current
fund condition. The bottom line is that the fund has all the resources it needs to make
accounts payable current, and for payments due to other funds. Some projects, especially
deferred maintenance, may need to be rescheduled. The fund needs no outside assistance.
The $3 million set aside for this fund can be redirected for other county needs.

The report makes a number of recommendations designed to improve the financial
management of the fund. A copy of the report along with the recommendations has been
given to Facilities Management. It is recommended that the department work with the Auditor-
Controller and Executive Office to determine the best way to implement those
recommendations.

Recommended Motion: that the Board of Supervisors: approve and direct Facilities
Management to create and implement a plan to improve management of its capital
construction fund and report back to the Executive Office within 90 days; and approve and
direct the Auditor-Controller to adjust designations and appropriations as follows:

Decrease designations:
10000-1000100000-320146 DFB - budget savings retention $3,000,000

Increase appropriations:
10000-1109000000-581000 Appropriations for contingency $3,000,000

Energy Management

Facilities Management anticipates a $2 million budget overrun in the energy division as a
result of rising energy costs. In addition, salaries and benefits for the division's energy
manager were not budgeted, adding approximately $180,000 in costs. Finally, utilities costs
for the facilities transferred to the courts are to be paid by Facilties Management and
reimbursed by the state. The department requests a budget adjustment to increase
appropriations and estimated revenue for these transactions. The department will continue
monitoring energy costs, implementing cost savings where possible and will report back to the
Board in the third-quarter report. '
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Recommended Motion: that the Board of Supervisors approve and direct the Auditor-
Controller to adjust appropriafions and estimated revenue as follows:

Increase appropriations:
10000-7200600000-529540 Utilities $402,111

Increase estimated revenue:
10000-7200600000-777610 Utilities $402,111

Capital Projects
The department proposes reprogramming the following deferred maintenance projects as a

result of project completions or scope changes.
Recommended Motion: that the Board of Supervisors approve the proposed reprogramming
of deferred maintenance projects as follows:

DEFERRED MAINTENANCE REPROGRAMMING
The following projects are completed or had a scope change:

Building# Project Description Budget
904 CJB-upgrade elevators $(200,000)
5006 Academy of Justice-parking lots stripe & slurry (47,462)
702 Indio Jail-HVAC duct cleaning (60,000)
Total $(307,462)

Additional Funding is requested for the following projects:

Building# Project Description Budget

1207 BCTC-facility asphalt and mechanical repairs $6,590
1307 SWJC-reseal/restripe parking lots : 371
602-603 Hemet CAC-install new exterior doors 2,912
703-704 Indio Court Annex-install fire alarm system 2,613
316 Blythe-Reseal / restripe parking lots 2,314
701 Indio MH generator & chiller replacement 33,126
Various emergency maintenance 259,536
TOTAL $307,462

f) Human Resources

The Board recently approved an early retirement incentive which the department did not
anticipate. The total number of employees expected to exercise this option is unknown.
Additionally, revenue is substantially less than anticipated. In order to compensate, 29
employees have been laid off, most of whom were temporary or probationary. Department
functions have been consolidated, and training and travel are suspended; however, a $1.4
million shortfall is still anticipated. The Executive Office will monitor the situation and report
back at the end of the third quarter.

24




Unemployment Insurance

Although a rate change was approved by the Board on 10/27/09 (ltem 3.46), potential layoffs
could substantially impact the fund. Human Resources and the Executive Office will monitor
this fund and report back to the Board at the third quarter.

g) Registrar of Voters (ROV)

The first-quarter report noted that the Registrar anticipated exceeding its FY 08/09 budget as
a result of costs associated with the November general election. A $600,000 budget increase
was approved in the first-quarter report. Presently, the Registrar projects another $256,691 is
needed to cover election expenses. The Executive Office will work with the depariment to
identify other ways to reduce costs without using funds from contingency. The department will
update the Board on its progress in the third-quarter report.

The department received unanticipated revenue from the general election and requests a
budget adjustment.

Recommended Motion: that the Board of Supervisors approve and direct the Auditor-
Controller to adjust appropriations and estimated revenue as follows:

Increase appropriations:

10000-1700100000-523800 Printing $308,004
10000-1700100000-525340 Temporary help 83,649
Total $391,653

Increase estimated revenue:
10000-1700100000-753300 CA-election reimbursement Sec. State $67,247

10000-1700100000-771210 School election service 68,803
10000-1700100000-771220 Special district election service 199,806
10000-1700100000-771230 City election service 55,797

Total $391,653

3. PUBLIC PROTECTION

a) Animal Services — Community Health Agency

The depariment continues to generate less revenue than projected from animal adoptions and
license fees, and is experiencing delays in receiving contract revenue from cities. The
department has been proactive by decreasing expenditures, but expects to exceed net county
cost by $1.3 million. Cost savings, including possible layoffs, have been submitted and if
approved are expected to reduce the need for general funds. '

Construction has begun oh new animal shelters in Blythe, San Jacinto and Riverside. The
department anticipates that additional staff will be needed to support these facilities.

b) Clerk-Recorder

The slowing real-estate market has reduced departmental revenue. In combination with
modernizing its operations and reducing expenses, the department is relying on reserve funds
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collected in prior years to maintain current service levels. If the reserves diminish by June 30,
2012 and recording revenue fails to recover, significant reductions in service levels will result.
If the recession persists, it is possible the department will eventually need to request general-
fund support. The department will remain vigilant and continue to monitor operations and
inform the Executive Office as changes occur.

c) District Attorney

The District Attorney reported in the first-quarter report that certain state and federal revenues
could come in below target. This loss, if realized, will lead to budget shortfalls by year-end.
The department and the Executive Office will monitor revenue and recommend budget
adjustments in the third-quarter report, if necessary.

Also, the department requests authorization to purchase a surveillance van with funding from
an auto-insurance fraud grant. In addition, the department requests authorization to obtain
five vehicles, which were budgeted but erroneously not ratified within the budget document.
The Executive Office recommends deferring this request 30 days, while the vehicle policy is
reviewed and updated.

d) Fire Department

The Fire Department anticipates a deficit of approximately $2 million for FY 08/09 due to a
shortfall in tax revenue. The department is not requesting additional appropriations and has
initiated several measures to reduce this deficit. In light of the worsening economy, the
department expects further declines in tax revenue next year along with the planned 10
percent cut of general-fund support. Given the circumstances, the county might need to
negotiate reduced contract services with Cal Fire to be implemented in FY 09/10.

During the budget process the Fire Department erroneously included additional revenue in its
construction and land-acquisition budget, intending to use fund balance. In order to correct
this error the following budget adjustment is requested. '

Recommended Motion: that the Board of Supervisors approve and direct the Auditor-
Controller to adjust appropriations and estimated revenue as follows:

Decrease appropriations:
30300-2700100000-536780 Interfnd — capital projects $656,207

Decrease estimated revenue.
30300-2700100000-779000 Fire Department mitigation project $5,000,000

Expected offset:
30300-2700100000-309100 Reserved for construction . $4,343,793

e) Indigent Defense

Conflict counsel has been appointed for 29 of 51 indigent defendants accused in the county’s
42 open death-penalty cases. With two defense attorneys assigned to each client, the
financial liability to this budget unit is conservatively estimated at $4 million. These cases are
slow to resolve so the billings are spread over many years. In the first half of FY 08/09,
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$221,652 has been paid. It seems likely that the remainder of the year also will bring
additional invoices of approximately the same amount. This is an unpredictable, unbudgeted
expense that is best addressed at year-end.

f) Probation Department

The department reports that expenditures will be within appropriations and net-county-cost
targets at year-end. The Board set aside just over $5.7 million from Probation’s budget
savings at year-end to fund various high-priority safety projects. A memorandum of
understanding with Facilities Management has been ratified to document these projects.
Facilities Management billed one-time charges of $441,507 for security projects incurred for
the Riverside Juvenile Hall. As a result, the department is requesting that $441,507 be
released from the designation to offset these current expenditures.

Also, vacancies in reguiar full-time positions make it necessary to use temporary employees
to staff regular shifts in the juvenile institutions. If this continues at the present rate, many of
the staff will work more than 1,000 hours during the current fiscal year. In accordance with
Ordinance 440, Section 12C(3), the department requests Board approval allowing these
employees to exceed 1,000 hours this year.

Recommended Motion: that the Board of Supervisors authorize employment of the
temporary employees listed below for more than 1,000 hours each, for FY 08/09, and
approve and direct the Auditor-Controller to decrease designations and adjust appropriations
as follows:

EID# Position/Title Hire Date_ EID# Position/Title Hire Date
186152 Correctional Cook 9/272007 219125 CSFSW 5/24/2007
221219 CSFSW 11/8/2007 205206 GCI 1/9/2003
222606 GCI 3/27/2008 211257 GC| 8/4/2005
128944 GC | 8/4/2005 222659 GCI 3/27/2008
203061 GCI 8/4/2005 139586 GCI 9/23/1999
211099 GC 9/29/2005 104184 GC| 8/4/2005
190696 GC | 8/5/2004 209404 GCI 10/28/2004
1201710 GCI 8/5/2004 175036 GC| 12/26/2001
223127 GCI 5/22/2008 212291 GCI 8/3/2006
207421 GC| 7/31/2008 212878 GCII 9/13/2007
147923 GC i 10/9/2008 218401 GCIi 7/3/2008
211569 GCII 5/22/2008 183401 GC I 8/18/2005
203493 GCII 9/13/2007 206001 GCO 8/4/2005

185448 Laundry Worker  9/6/2001

Decrease designations:
10000-1000100000-320107 DFB -~ Probation $441,507

Increase appropriations:
10000-2600100000-5637040 Interfund expense maintenance $441,507




g) Public Defender

The Public Defender assumed a 10 percent salary savings in order to meet this year's five
percent net-county-cost target. Although many positions have been kept vacant, the office
can no longer meet its legal mandates with this reduced staffing level, so some vacancies will
be filled to avoid paying the cost of court appointed private attorneys. In addition, a number of
employees will accept the early retirement incentive, leading to unbudgeted payout costs.

Moreover, invoices for office space that was added, renovated and expanded during more
prosperous years are now coming due. The department has also incurred higher costs for
expert services related to a high volume of death-penalty cases. The Executive Office will
monitor the situation and recommend any additional adjustments after the third quarter.

h) Sheriff's Department

With support from the Board and the Executive Office, the Sheriffs Department has
experienced substantial growth for jail expansion. The department has partnered with Human
Resources to assist with recruiting efforts. As discussed in the first-quarter report, the budget
outlook was a shortfall of 10-15 percent of the department’s net-county-cost allocation. Key
contributing factors include: the mandated five percent net-county-cost cut, expansion at the
Ben Clark Training Center, shortfalls in contract revenue from cities that reduced service
levels, overtime costs, safety sales-tax shortfalls, and rate increases for building maintenance
and janitorial services.

The department now reports some success in reducing the shorifall. By implementing
stringent overtime guidelines, reducing costs, slowing down recruiting efforts to parallel jail
expansion, reducing academies, adjusting staffing schedules to obtain maximum efficiencies,
and reducing training and capital outlays to a minimum, the department saved approximately
$3.7 million. The department remains committed to seeking additional solutions to help
mitigate the projected shortfall. The department will continue to develop other measures to
close the budget gap and will update the board in the third-quarter report.

Ben Clark Public Safety Training Center

The training center launched a major facility expansion late in FY 07/08. At the time, funding
was deferred until the project’s aggregate cost was fully measured. The department now
requests funding for the Ben Clark Training Center expansion projects.

Recommended Motion: that the Board of Supervisors approve and direct the Auditor-
Controller to decrease designations and adjust appropriations as follows:

Decrease designations:
10000-1000100000-320147 DFB - correctional staffing $5,714,102

Increase appropriations:
10000-2500700000-520250 Communications equip. and installations $230,887

10000-2500700000-520820 Janitorial services 926,746
10000-2500700000-522310 Maintenance — buildings and improve. 1,696,445
10000-2500700000-523600 Audiovisual expense 7,300

10000-2500700000-523640 Computer equipment — non-fixed asset 280,508
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10000-2500700000-523680

Office equipment — non-fixed asset

1,368,405

10000-2500700000-526530 Equipment rental/lease 75,000
10000-2500700000-526700 Buildings rent/lease 738,184
10000-2500700000-526940 Locks and keys 13,527
10000-2500700000-527100 Fuel - diesel 24,800
10000-2500700000-527460 Firearm equipment and supplies 30,000
10000-2500700000-527680 Public signs 6,000
10000-2500700000-527860 Training materials 89,000
10000-2500700000-529540 Utilities 88,000
10000-2500700000-546140 Eguipment - office 39,300
10000-2500700000-546160 Equipment — other 100,000

Total $5,714,102

This year, court civil process revenue is projected to exceed budget by $275,000. Also,
communication services revenue is projected to exceed budget by $225,000. The department
requests a budget adjustment to support the planned floor renovations to the Criminal Justice
Building.

Recommended Motion: that the Board of Supervisors approve and direct the Auditor-
Controller to adjust appropriations and estimated revenue as follows:

Increase appropriations:

10000-2500100000-537320 Interfund Exp — building improvements ~ $500,000

Increase estimated revenue:

10000-2500500000-772700 Civil Process Fees $275,000

10000-2500200000-770830 Communication services 225,000
Total $500,000

4. PUBLIC WAYS AND FACILITIES

a) Transportation and Land Management Agency (TLMA)

Case activity has declined as a result of the Wildomar and Menifee incorporations and overall
economic activity. In response, the Transportation and Land Management Agency (TLMA)
recently closed the south county public permit counter. With the assistance of the Human
Resources Department, TLMA has worked to reduce the impact of this downtum by
reassigning staff and keeping certain positions vacant. TLMA will continue to monitor permit
activity and report to the Board on a quarierly basis.

Other major TLMA activities during this period include the establishment of a one-stop shop at
the second-floor counter, with the inclusion of Flood and Fire staff. In February 2009, the
Board will receive a full Building Industry Association/Riverside County Streamlining Strike
Force report highlighting advancements in land development programs that have improved
transparency, predictability, cost savings and enhanced customer service.

The state suspended transportation gas-tax payments from April through August 2008. In
September 2008, Transportation received full payment of the suspended amounts. Due to the
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state budget crisis, the state might again suspend gas-tax payments sometime this spring.
For projects funded by Proposition 1B, it is expected that the state won'’t allocate funds until a
new budget is in place. The state is also considering deferring fourth quarter Proposition 42
distributions, due in June. If Proposition 1B or Proposition 42 funds are deferred by the state,
separately or together, it could cause delays in capital road construction projects funded by
these sources.

Environmental Programs

The Environmental Programs Department is implementing the Coachella Valley Multi-Species
Habitat Conservation Plan with CVAG and is continuously working to make the habitat plan
succeed. '

Code Enforcement

General case activity continues at a strong pace, and the department is particularly busy
implementing an enforcement and registration program that targets abandoned and
distressed residential properties. The program was spurred on by large-scale foreclosures in
Riverside County.

Agency Administration

The agency requests authority to purchase an imaging system, which several TLMA
departments will use. This system will reduce space needed to store documents and allow
faster document retrieval. There are sufficient funds in fund balance to cover the costs.

Recommended Motion: that the Board of Supervisors approve the purchase of an imaging
system, and approve and direct the Auditor-Controller to adjust appropriations as follows:

Increase appropriations: :
20200-3100200000-546280 Capitalized software $300,000

Expected offset:
20200-3100200000-325100 Unreserved fund balance $300,000

5. HEALTH AND SANITATION

a) Community Health Agency (CHA)

Although the agency has adjusted the current budget to cover anticipated revenue reductions,
recent projections indicate that its net county cost could run $3-4 million over target. If
proposed cost-saving measures are approved and implemented, the expected overrun could
ease. Costs associated with early retirement payouts are not reimbursable through grants
and are estimated to be $600,000. The Community Health Agency has requested Executive
Office approval to transfer staff within the agency to allow greater flexibility in managing its
maximum fill rate.

State budget issues have delayed an estimated $15 million in payments to the agency
through December 2008. The agency will monitor this situation closely and update the
Executive Office as necessary.

30




- Public Health _

Public Health requested that the Rubidoux clinic receive federally qualified health clinic rates
retroactive to March 2007. The state approved the rates retroactive to July 2007. The
department reports that collecting approximately $800,000 in prior-year rate reimbursements
from the state is unlikely due to the current economic situation.

California Children’s Services (CCS)

The department anticipates a 10 percent decrease in realignment revenue from the state as a
result of decreased sales tax revenue. However, the department has implemented cost
saving measures and expects to stay within its approved budget. CCS is looking at potential
impacts should the state discontinue payments to providers.

Environmental Health

The department reported in the first quarter that revenue budgeted in FY 0B/09 was
overstated by approximately $682,000; this has been reevaluated and reduced to $491,000.
Early retirement payouts are now estimated to be over $400,000. The department has
implemented cost saving measures, but does not anticipate being able to cover the entire
estimated shortfall of $891,000.

The department received grant funding and approval to purchase one chemical detector and
one carrying case and now requests Board approval to purchase the equipment.

Recommended Motion: that the Board of Supervisors approve the purchase of one chemical
detector and one carrying case, and approve and direct the Auditor-Controller to adjust
appropriations as follows:

Increase appropriations:

10000-4200400000-546160 Equipment — other $31,000
10000-4200400000-572300 Intrafund — health (31,000)
Total $0

b) Detention Health Services (DHS) - RCRMC

The department reported in the first quarter that it might exceed its net county cost by over $1
million; the projection has now increased to $1.3 million. The department has reduced
staffing, however overtime increases have prevented an overall reduction in expenses. |t is
recommended that the department work closely with the Executive Office to monitor
expenditures and report back to the Board on measures implemented to minimize effects on
services for inmates and to minimize the need for additional general fund support.

It is recommended that the department participate in jail expansion meetings and provide
staffing recommendations regarding the Banning jail expansion and the hub jail project.

¢} Mental Health

The state’s delayed payments have created a significant cash flow shortage for the
department. Revenue from some sources such as Medi-Cal, realignment and SB90 was
received later than usual or has not yet been received at all.
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The department recently submitted cost saving measures, which if implemented will allow the
department to meet its net county cost targets. The department will continue to develop and
implement strategies to stay within budget and to mitigate effects on services. The
department will continue to monitor the situation and report back in the third quarter.

Mental Health Detention

The department expects it will need additional staff as a result of the jail expansion in
Banning. It currently takes six to nine months to recruit and complete background checks on
potential hires. The department will need sufficient time to have staff on board to provide
inmate services once jail occupancy increases. The department reports that 12 new staff will
be needed next fiscal year, with an annual general fund cost of approximately $1.4 miilion.

6. PUBLIC ASSISTANCE

a) Department of Public Social Services (DPSS)

DPSS reported that realignment revenue was down by $1.5 million in FY 07/08 and expected
a similar drop for FY 08/09. Recent sales tax revenue projections indicate that the decrease
could be closer to $3.8 million. DPSS continues to evaluate and implement cost saving
measures in an effort to conserve. The decrease in budgeted realignment revenue will affect
the savings realized in the current year.

The department proposes that any unused realignment and CalWORKs funds allocated this
fiscal year be returned to the designations. This will ensure that sufficient funds are available
to sustain program operations in future years until state funds are available to fund caseload
growth.

The department is preparing a plan for using funds held in the designations.

The state allocation for child care was higher than originally estimated and the department
requests approval for a budget adjustment to better reflect current revenue and expenditures.

Recommended Motion: that the Board of Supervisors approve and direct the Auditor-
Controller to adjust appropriations and estimated revenue as follows:

Increase appropriations:
10000-5100100000-530420 Child-care services $3,500,000

Increase estimated revenue:
10000-5100100000-760000 Federal — pubiic assistance admin. $3,500,000

Mandated Client Services

Total hours of service provided by in-home supportive services caregivers continues to
increase while contracted payments are projected to decrease. The department will continue
to monitor the situation and provide an update in the third-quarter report.

Categorical Aid
The department expects caseloads to grow by 19 percent in the CalWORKs program. The

increase requires additional appropriations to cover expenditures for the remainder of the
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fiscal year. No additional county funds are required. DPSS requests a budget adjustment to
properly align appropriations and estimated revenue.

Recommended Motion: that the Board of Supervisors approve and direct the Auditor-
Controlier to adjust appropriations and estimated revenue as follows:

Increase appropriations:

10000-5100300000-530480 Categorical assistance $3,500,000

Increase estimated revenue:

10000-5100300000-761000 Fed — public assistance $1,000,000

10000-5100300000-750700 CA — public assistance 2,500,000
Total $3,500,000

b) Office on Aging

In the governor's approved state budget of October 2008, the Office on Aging contract with
the California Department on Aging for FY 08/09 was amended to reduce state matching
funds for some department programs.

Office on Aging’s programs were cut by the following amounts:

Senior employment program  $160,929

Ombudsman program 162,801
Congregate meals program 7,784
Home delivered meals 15,560
Disease prevention 4419
Elder abuse 1,174
Supportive services 60,046
Total $412,713

A state policy change for one-time-only funds in the current fiscal year allowed “backfilling” of
cuts in all programs with the exception of the senior employment program. Because of this
exception, the agency was forced to reduced participants’ training hours to balance the
budget in the senior employment program.

The governor's midyear budget proposal does not include additional cuts to the Department of
Aging. The department anticipates being able to maintain current service levels to the
community for the remainder of the fiscal year. At this time, the Office on Aging does not
anticipate any cuts in its federal revenue sources and will continue to closely monitor budget
impacts and report back in the third-quarter report.

7. EDUCATION, RECREATION, AND CULTURE
Nothing to report.




8. ENTERPRISE FUNDS

a) Riverside County Regional Medical Center (RCRMC)

RCRMC reports that expenditures and revenue are in line with budget projections as of
midyear. The hospital is working with the Executive Office to explore financing alternatives for
several capital projects that would reduce the use of reserve funds.

9. INTERNAL SERVICE FUNDS

a) Central Mail Services

The Auditor Controller's Office recently observed that Central Mail has more than 60 days of
operating cash. This is due to leasing rather than purchasing vehicles for cash. Central Mail
requests a budget adjustment to pay down a portion of its lease obligation.

Recommended Motion: that the Board of Supervisors approve and direct the Auditor-
Controller to adjust appropriations as follows:

Increase appropriations:
45620-7300600000-532600 Capital lease — purchase principal $72,000

Expected offset: |
45620-7300600000-380100 Unrestricted net assets $72,000

b) Printing Services

The Auditor Controller recently observed that Printing Services has more than 60 days of
operating cash. This is due to leasing rather than purchasing quick print equipment for cash.
Printing Services requests a budget adjustment to pay down a portion of its lease obligation.

Recommended Motion: that the Board of Supervisors approve and direct the Auditor-
Controller to adjust appropriations as follows:

Increase appropriations:

45600-7300400000-532600 Capital lease — purchase principal $560,000
Expected offset:
45600-7300400000-380100 Unrestricted net assets $560,000

¢) Record Management and Archives (RMAP)

Currently, the number of items newly stored exceeds the number of items being destroyed.
With shelving capacity already at its maximum, additional storage capability is needed.
Demand for additional storage will bring in new revenue, which will offset the cost of new
shelving. Also, RMAP's document scanning and electronic delivery service, implemented in
the first quarter, is in demand. The department requests permission to obtain additional
document scanning equipment to meet “image on demand” requests. - Fund balance is
- available to acquire the equipment and software needed for this expansion. Revenue is not
expected until FY 9/10.
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Recommended Motion: that the Board of Supervisors approve the purchase of two |
document scanners, scanning software, and record storage shelving; and, direct the Auditor-
Controller to adjust appropriations as follows:

Increase appropriations:

45100-1200300000-521560 Maintenance -~ other $2,000

45100-1200300000-521640 Maintenance - software ' 9,900

45100-1200300000-546160 Equipment — other 69,000 -
Total $80,900

Expected offset:
45100-1200300000-380100 Unrestricted net assets $80,900

10.SPECIAL DISTRICTS

a) Regional Parks and Open Space District

Various Departments

Due to errors during the budget process, two district departments received appropriations and
revenue meant for four separate budget units. The Executive Office and the Auditor-
Controller's Office, working in conjunction with the district, have determined that budget
adjustments to correctly post the budgets are warranted and require Board approval. The
following adjustments correct and align expenditures as intended in the original budget.
These adjustments have no impact on the general fund.

Recommended Motion: that the Board of Supervisors approve and direct the Auditor-
Controller to adjust appropriations and estimated revenue as follows:

Decrease appropriations:

25400-931104-523800 Printing and binding $5000

Decrease estimated revenue:

25400-931104-740020 Interest _ $630

25400-931104-781560 Contribution from non-county agency 600
Total $1,230

Historical Commission
Increase appropriations:

25400-931111-523800 Printing and binding $5,000

Increase estimated revenue:

25400-931111-740020 Interest $630

25400-931111-780180 Sale of books 600
Total $1,230

Arundo Removal SARR:
Increase appropriations:

25520-931120-520010 Herbicide $30,000
25520-931120-520320 Telephone service 450
25520-931120-520330 Communication services 500
25520-931120-520845 Trash 1,000
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25520-931120-520930
25520-931120-520945
25520-931120-521420
25520-931120-521500
25520-931120-521760
25520-931120-523220
25520-931120-523700
25520-931120-523760
25520-931120-524560
25520-931120-524660
25520-931120-525080
25520-931120-525300
25520-931120-525310
25520-931120-526910
25520-931120-526940
25520-931120-526960
25520-931120-527100
25520-931120-527140
25520-931120-527680
25520-931120-527720
25520-931120-528920
25520-931120-529520
25520-931120-529550
25520-931120-536840
25520-931120-536890
25520-931120-536900
25520-931120-537180

Increase estimated revenue:
25520-931120-777520

Off Road Vehicle Management
Increase appropriations:
25520-931160-551000

Increase estimated revenue:
25520-931160-740020
25520-931160-755190

Insurance — liability

Insurance — property
Maintenance — field equipment
Maintenance — motor vehicles
Maintenance — tires

License and permits

Office supplies

Postage

Auditing and accounting
Consuitants

Temporary assistance

OASIS processing — financials
OASIS processing — HRMS

Field equipment — non-fixed asset

Locks and keys

Small tools and instruments
Fuel

Welding supplies

Public signs

Safety — security supplies
Carpool expenses

‘Sewer system

Water

interfund expense — county support svcs

Interfund expense — equipment
Interfund expense — fire service

2,992
1,559
10,000
2,500
1,000
800
500

- 120
323
8,500
15,000
2,390
395
2,500
250
2,500
500
250
750
500
30,000
1,250
1,000
1,311
600
3,000

Interfund expense — salary reimbursement 42,000

Total

Reimbursement for services

Operating transfers out

Interest
Off-highway vehicles
Total

Habitat and Open Space Management

Increase appropriations:
25520-931170-520010
25520-931170-520115
25520-931170-520230
25520-931170-520320
25520-931170-520330
25520-931170-520845

Herbicide

Uniforms — replacement
Cellular phones
Telephone service
Communication services
Trash
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$164,440

$101,932

$24.216
101,932
$126,148

$500
1,400

30
2,400
1,200
1,500



25520-931170-520930
25520-931170-521420
25520-931170-521500
25520-931170-521760
25520-931170-522320
25520-931170-523700
25520-931170-523760
25520-931170-523840
25520-931170-524560
25520-931170-525300
25520-931170-525310
25520-931170-526910
25520-931170-526960
25520-931170-527100
25520-931170-527680
25520-931170-527720
25520-931170-527840
25520-931170-527940
25520-931170-528140
25520-931170-528260
25520-931170-528900
25520-931170-528920
25520-931170-528960
25520-931170-528980
25520-931170-536840
25520-931170-537090
25520-931170-537180
25520-931170-546160

Increase estimated revenue:

25520-931170-740020
25520-931170-790500

Arundo Trust Fund:

Decrease appropriations:

25520-931107-520010
25520-931107-520115
25520-931107-520230
25520-931107-520320
25520-931107-520330
25520-931107-520845
25520-931107-520930
25520-931107-520945
25520-931107-521420
25520-931107-521500
25520-931107-521760
25520-931107-523220
25520-931107-522320

Insurance - liability 2,992

Maintenance - field equipment 500
Maintenance — motor vehicles 2,080
Maintenance - tires 500
Maintenance — grounds 15,000
Office supplies 350
Postage 30
Computer equipment — non-fixed asset 1,500
Auditing and accounting 528
OASIS processing — financials 495
OASIS processing — HRMS 1,053
Field equipment — non asset 1,500
Small tools and instruments 500
Fuel 600
Public signs 800
Safety — security supplies 600
Training, education, tuition 1,500
Weed abatement 8,000
Conference and registration fees 200
Field supplies 2,000
Air transportation 200
Carpool expenses 43,200
Lodging 300
Meals 200
Interfund expense — county support svcs 2,244
Interfund expense — personnel services 1,700
Interfund expense — salary reimbursement 253,330
Equipment - other 18.000
Total $366,932
Interest $5,000
Operating transfers in 361,932
~ Total $366,932
Herbicide $30,500
Uniforms — replacement 1,400
Cellular phones 30
Telephone service 2,850
Communication services 1,700
Trash 2,500
Insurance - liability 5,984
Insurance — property 1,659
Maintenance — field equipment 10,500
Maintenance — motor vehicles 4,580
Maintenance — tires 1,500
License and permits 800
Maintenance — grounds 15,000
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25520-931107-5623700

Office supplies 850

25520-931107-523760 Postage 150
25520-931107-523840 Computer equipment — non-fixed asset 1,500
25520-931107-524560 Auditing and accounting 851
25520-931107-524660 Consultants ‘ 8,500
25520-931107-525080 Temporary assistance 15,000
25520-931107-525300 OASIS processing — financials 2,885
25520-931107-525310 OASIS processing - HRMS 1,448
25520-931107-526910 Field equipment — non asset 4,000
25520-931107-526940 Locks and keys 250
25520-931107-526960 Small tools and instruments 3,000
25520-931107-527100 Fuel 1,100
25520-931107-527140 Welding supplies 250
25520-931107-527680 Public signs 1,650
25520-931107-527720 Safety — security supplies 1,100
25520-931107-527840 Training, education, tuition 1,500
25520-931107-527940 Weed abatement 8,000
25520-931107-528140 Conference and registration fees 200
25520-931107-528260 Field supplies ' 2,000
25520-931107-528900 Air transportation 200
25520-931107-528920 Carpoot expenses 73,200
25520-931107-528960 Lodging 300
25520-931107-528980 Meals 200
25520-931107-529520 Sewer system 1,250
25520-931107-529550 Water 1,000
25520-931107-536840 Interfund expense — county support svcs 3,555
25520-931107-536890 Interfund expense — equipment 600
25520-931107-536900 Interfund expense - fire service 3,000
25520-931107-537090 Interfund expense — personnel services 1,700
25520-931107-537180 Interfund expense — salary reimbursement 295,330
25520-931107-546160 Equipment — other 18,000
25520-931107-551000 Operating transfers out 101.932
Total $633,304
Decrease estimated revenue:
25520-931107-740020 Interest $29,216
25520-931107-755190 Off-highway vehicles 101,932
25520-931107-777520 Reimbursement for services 164,440
25520-931107-790500 Operating transfers in 361,932
Total - $657,520

Regional Parks & Open Space District

The recent economic downturn has resulted in the need to adjust property tax revenue
downward by $260,769. Internal salary reimbursements need to be adjusted as well due to
decreases in interfund transfers. Also, the district needs to increase appropriations for an
unanticipated $120,000 expense by the Auditor-Controller's Office. The costs and the
reduction in revenue will be offset with existing fund balance.
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Recommended Motion: that the Board of Supervisors approve and direct the Auditor-
Controller to adjust appropriations and estimated revenue as follows:

Increase appropriations:

25400-931104-536760 Interfund expense — auditing and acct.  $120,000

25400-931104-551100 Contributions to other county funds 100,000
Total $220,000

Increase estimated revenue:

25400-931104-701020 Property tax — current unsecured $49,000

Decrease estimated revenue:

25400-931104-700020 Property tax — current secured $229,769

25400-931104-704000 Property tax — current supplemental 20,000

25400-931104-705000 Property tax — prior supplemental 60,000

25400-931104-778330 Interfund — salary reimbursement 335,743
Total $645,512

Expected offset:

25400-931104-320100 Designated fund balance $816,512

Recreational Services

The Board recently authorized the district's oversight of the Jurupa Valley Boxing Club and a
separate budget unit will be established to track costs for these new services. It is anticipated
that additional services will come on line in the future and the recreation fund will assist to
separate the district's park operations from local community venues.

Recommended Motion: that the Board of Supervisors approve and direct the Auditor-
Controller to adjust appropriations and estimated revenue as follows:

Increase appropriations:

25420-931180-520330 Communications services $2,500
25420-931180-520845 Trash and waste services 3,000
25420-931180-522310 Maintenance — building and improve. 8,000
25420-931180-523350 Administrative expense 6,900
25420-931180-529500 Electricity 9,600
25420-931180-537080 Interfund — miscellaneous services 10,000

Total $40,000

Increase estimated revenue:
25420-931180-790600 Contributions from other county funds $40,000

Natural Resources Education

The district is able to pursue natural resources educational opportunities using interest
earnings on Wildlands Conservancy grant funds. There is no established budget for this fund
to provide for the operations and maintenance at two nature centers bordering the Santa Ana
River.

Recommended Motion: that the Board of Supervisors approve and direct the Auditor-
Controller to adjust appropriations and estimated revenue as follows:
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Increase appropriations:

25535-931130-522310 Maintenance — buildings and improve. $40,000
26535-931130-525440 Professional services 20,000
25535-931130-527780 Special program expense 40,000
25535-931130-537180 Interfund — salary reimbursement 80,000
25535-931130-537200 Interfund - supportive services 20,000

Total $200,000

Increase estimated revenue:
25535-931130-790500 Operating Transfer-in $200,000

b) County Services Areas

For various county service areas, actual operating expenses are expected to exceed previous
budget estimates due to changes that occurred after the budget was submitted. Changes
include staff reassignments, increased energy costs and unanticipated replacement of fences
and shrubs. Budget adjustments are requested to provide sufficient appropriations to pay for
these additional operating costs. No general-fund impact will result from these budget
adjustments, which will be funded from operating reserves.

Recommended Motion: that the Board of Supervisors approve and direct the Auditor-

Controlfler to adjust appropriations and estimated revenue as follows:

Increase appropriations:

40420-906202-535540 Depreciation — building $4,000

Increase estimated revenue: |

40420-906202-781360 Other miscellaneous revenue $4.,000

Increase appropriations:

23850-908501-510040 Regular salaries $25,000

Increase estimated revenue:

23850-908501-781360 Other miscellaneous revenue $25,000

Increase appropriations:

23925-908901-529530 Streetlights $10,000

Increase estimated revenue: _ ,

23925-908901-781360 Other miscellaneous revenue $10,000

Increase appropriations:

24075-910301-510040 Regular salaries $15,000

24075-910301-529530 Streetlights 25,000
$40,000

tncrease estimated revenue:

24075-910301-781360 Other miscellaneous revenue $40,000
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Increase appropriations:
24325-912601-510040

Increase estimated revenue:

24325-912601-781360

Increase appropriations:
24825-914901-522320

Increase estimated revenue:;

24825-914901-781360

Regular salaries

Other miscellaneous revenue

Maintenance — grounds

Other misceilaneous revenue

$25,000
$25,000

$20,000

$20,000




ATTACHMENT A: RECOMMENDATION SUMMARY

For convenience, this section repeats the recommendations contained in the main document.
There is no new information in Attachment A. ‘

Cover letter

IT IS RECOMMENDED that the Board of Supervisors: 1) receive and file this report and all its
attachments; 2) approve the recommendations and associated budget adjustments in
Attachment A; 3) approve the budget policies in Attachment E; 4) adopt the policy position not
to backfill state funded programs when it would jeopardize the county’s financial position; and
5) direct all general fund departments to limit spending in appropriation classes 2 and 4 to
essential purposes only, and direct the Executive Office to report back within 30 days on
additional cost control measures.

Vehicles

Recommended Motion: That the Board of Supervisors: 1) direct the Executive Office and
Fleet Services to review and update the Board’s vehicle policy and return within 30 days; 2)
direct all department heads to provide all vehicle information requested by the Executive
Office; and, 3) that the new policy, with rare exceptions, limit ovemnight retention to first
responders and cars tied to employee coniracts.

Quarterly Discretionary Revenue Update
Recommended Motion: that the Board of Supervisors approve and direct the Auditor-

Controller to adjust appropriations and estimated revenue as follows:

Increase estimated revenue:

10000-1300100000-764500 Federal In-lieu taxes $1,142,956
10000-1300100000-705000 Property tax — prior supplemental 860,000
10000-1300100000-701020 Property tax — current unsecured 800,000
Total $2,802,956
Decrease estimated revenue:
10000-1300100000-700020 Property tax — current secured $3,880,000
10000-1300100000-704000 Property tax — current supplemental 2,400,000
10000-1300100000-710020 Sales and use taxes 1,400,000
Total $7,680,000

Decrease appropriations:
10000-1109000000-581000 Appropriations for contingency $4,877,044

Trial Court Funding

Recommended Motion: that the Board of Supervisors approve and direct the Auditor-
Controller to adjust appropriations and estimated revenue as follows: .

Decrease estimated revenue:

10000-1100900000-730020 Fee — POC transaction $80,000
10000-1100900000-730040 Fine — traffic motor vehicle 400,000
10000-1100900000-731020 Health and safety fees 35,000
10000-1100900000-731180 Fine — traffic school 20,000
10000-1100900000-731200 AB233 realignment 4,080,000
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10000-1100900000-772850 Superior Court fees 285,000
Total $4,900,000

Decrease appropriations: :

10000-1109000000-581000 Appropriations for contingency $4,900,000

Public Safety Sales Tax (Proposition 172)
Recommended Motion: that the Board of Supervisors approve and direct the Auditor-
Controller to adjust appropriations and designations as follows:

Decrease designations:
10000-1000100000-320134 DFB - Prop. 172 revenue $12,161,684

Increase appropriations:
10000-1109000000-581000 Appropriations for contingency $12,161,684

State Mandate Reimbursement (SB 90)
Recommended Motion: that the Board of Supervisors approve and direct the Auditor-
Controller to adjust appropriations and designations as follows:

Decrease designations:
10000-1100100000-320133 DFB - SB 90 reimbursement $6,365,909

increase appropriations:
10000-1109000000-581000 Appropriations for contingency $6,365,909

FY 08/09 DEPARTMENTAL STATUS

INTERDEPARTMENTAL and CAPITAL PROJECTS

Capital Finance Administration

Recommended Motion: that the Board of Supervisors approve and direct the Auditor-
Controfler to adjust appropriations and estimated revenue as follows:

Increase appropriations:

35900-925001-533020 Bonds — interest $1,646,522
35900-925001-531900 Bonds — principal 585,000
Total $2,231,522

Increase estimated revenue:
35900-925001-781560 Contributions from non-county $2,231,622

Capital Improvement Program
Recommended Motion: that the Board of Supervisors approve and direct the Auditor-
Controller to adjust appropriations as follows:

Increase appropriations:
30700-1104200000-525440 Professional services $208,700

Expected offset:
30700-1104200000-308100 Reserve for construction $208,700
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Recommended Motion: that the Board of Supervisors approve and direct the Auditor-
Controller to adjust appropriations as follows:

Increase appropriations:
30700-1104200000-536780 Interfund expense — capital projects $374,380

Expected offset: _
30700-1104200000-309100 Reserve for construction $374,380

Developer Agreement Program
Recommended Motion: that the Board of Supervisors approve and direct the Auditor-

Controller to adjust appropriations and estimated revenue as follows:

Increase appropriations:
30500-1103500000-551100 Contributions to other county funds $480,000

Increase estimated revenue:
30500-1103500000-777170 Development mitigation fees $480,000

Tobacco Tax Securitization
Recommended Motion: that the Board of Supervisors approve and direct the Auditor-
Controller to adjust appropriations, designations and estimated revenue as follows:

Decrease designations: |
10000-1100100000-320109 DFB - capital projects $30,400,000

Increase appropriations: .
10000-1101000000-551000 Operating transfer out $30,400,000

Increase estimated revenue: _
30120-1105100000-790500 Operating transfer in $30,400,000

Increase appropriations:
30120-1105100000-536780 Interfund exp — capitai projects $30,400,000

Bob Buster Libra
Recommended Motion: that the Board of Supervisors approve and directs the Auditor-

Controller to adjust appropriations and estimated revenue as follows:

Increase appropriations;
32750-1100100000-534000 Interest notes — warrants $310,390

Increase estimated reventie:
32750-1100100000-778390 Interfund rent - CORAL $310,390




GENERAL GOVERNMENT

Auditor Controller

Recommended Motion: that the Board of Supervisors approve and direct the Auditor-
Controller to adjust appropriations as follows:

Decrease appropriations:

10000-1300200000-510040 Regular salaries $360,000
Increase appropriations:
10000-1300100000-520820 Janitorial services $158,000
10000-1300100000-522310 Maintenance/building improvements 113,000
10000-1300100000-523240 Non-county agency expense 24,000
10000-1300100000-524760 Data processing services 89,000
10000-1300100000-525340 Temporary help services 85,000
10000-1300100000-525440 Professional services 31,167
Total $500,167
Increase estimated revenue:
10000-1300100000-752700 CA - disaster $78,100
10000-1300100000-753360 CA — mandated reimbursements 5,519
10000-1300100000-770500 Auditor accounting fees 17,305
10000-1300100000-772830 Collection charges 16,332
10000-1300100000-780180 Sailes of books 1,500
10000-1300100000-781360 Other miscellaneous revenue 90,075
Total $208,831
Decrease estimated revenue:
10000-1300100000-770020 Fixed charges $19,674
10000-1300100000-770030 Property tax — collection 12,728
10000-1300100000-770070 Supplemental charges 36,262
Total $68,664

Executive Office
Recommended Motion: that the Board of Supervisors approve and direct the Auditor-

Controfler to adjust appropriations and estimated revenue as follows:

Increase appropriations:

10000-1100100000-510040 Regular salaries $23,000
10000-1100100000-510200 Payoff 290,000
Total $313,000
Increase estimated revenue: :
10000-1100100000-777520 Reimbursement for services $233,000
10000-1100100000-778200 Interfund — miscellaneous 80.000
Total $313,000

Economi¢ Development Agency

Thermal Construction & Land

Recommended Motion: that the Board of Supervisors approve and direct the Auditor-
Controller to adjust appropriations and estimated revenue as follows:
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Increase appropriations:

22350-1910200000-537180 Interfund expense — salary reimb. $25,000
22350-1910200000-542040 Buildings — capital projects 50,000
Total $75,000

Increase estirhated revenue;
22350-1910200000-778200 Interfund - miscellaneous $75,000

Facilities Management
Facilities Management Capital Construction Fund Review _
Recommended Motion: that the Board of Supervisors: approve and direct Facilities

Management to create and implement a plan to improve management of its capital
construction fund and report back to the Executive Office within 90 days; and approve and
direct the Auditor-Controller to adjust designations and appropriations as follows:

Decrease designations:
10000-1000100000-320146 DFB — budget savings retention $3,000,000

Increase appropriations:
10000-1109000000-581000 Appropriations for contingency $3,000,000

Energy Management
Recommended Motion: that the Board of Supervisors approve and direct the Auditor-

Controller to adjust appropriations and estimated revenue as follows:

Increase appropriations:
10000-7200600000-528540 Utilities $402,111

Increase estimated revenue:
10000-7200600000-777610 Utilities $402,111

Capital Projects '
Recommended Motion: that the Board of Supervisors approve the proposed reprogramming

of deferred maintenance projects as follows:

DEFERRED MAINTENANCE REPROGRAMMING
The following projects are completed or had a scope change:

Building# Project Description Budget
904 CJB-upgrade elevators $(200,000)
5006 Academy of Justice-parking lots stripe & slurry (47,462)
702 Indio Jail-HVAC duct cleaning (60,000)
Total $(307,462)




Additional Funding is requested for the following projects:

Building# Project Description Budget
1207 BCTC-facility asphalt and mechanical repairs $6,590
1307 SWJC-reseal/restripe parking lots 371
602-603 Hemet CAC-install new exterior doors 2,912
703-704 Indio Court Annex-install fire alarm system 2,613
316 Blythe-Reseal / restripe parking lots 2,314
701 Indio MH generator & chiller replacement 33,126

Various emergency maintenance 259 536

TOTAL $307,462

Registrar of Voters (ROV)

Recommended Motion: that the Board of Supervisors approve and direct the Auditor-
Controller to adjust appropriations and estimated revenue as follows:

Increase appropriations:

10000-1700100000-523800 Printing $308,004
10000-1700100000-525340 Temporary help 83,649
Total | $391,653

Increase estimated revenue:
10000-1700100000-753300 CA-election reimbursement Sec. State $67,247

10000-1700100000-771210 School election service 68,803
10000-1700100000-771220 Special district election service 199,806
10000-1700100000-771230 City election service 55,797

Total $391,653

PUBLIC PROTECTION

Fire Department
Recommended Motion: that the Board of Supervisors approve and direct the Auditor-

Controller to adjust appropriations and estimated revenue as follows:

Decrease appropriations:
30300-2700100000-536780 Interfnd — capital projects $656,207

Decrease estimated revenue:;
30300-2700100000-779000 Fire Department mitigation project $5,000,000

Expected offset:
30300-2700100000-309100 Reserved for construction $4,343,793

Probation Department

Recommended Motion: that the Board of Supervisors authorize employment of the
temporary employees listed below for more than 1,000 hours each, for FY 08/09, and
approve and direct the Auditor-Controller to decrease designations and adjust appropriations
as follows: '
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EID#  Position/Title Hire Date EID# Position/Title Hire Date

186152 Correctional Cook 9/272007 219125 CSFSW 5/24/2007
221219 CSFSW 11/8/2007 205206 GCI 1/9/2003

222606 GC I 3/27/2008 211257 GCI 8/4/2005

128944 GC | 8/4/2005 222659 GCI 3/27/2008
203061 GCI 8/4/2005 139586 GCI 9/23/1999
211099 GCI 9/29/2005 104184 GC| 8/4/12005

190696 GC | 8/5/2004 200404 GCI| 10/28/2004
201710 GCI 8/6/2004 175036 GC | 12/26/2001
223127 GCI 5/22/2008 212291 GCI 8/3/2006

207421 GCI 7/31/2008 212878 GCIl 9/13/2007
147923 GCII 10/9/2008 218401 GCII 7/3/2008

211569 GC I 5/22/2008 183401 GCII 8/18/2005
203493 GCII 9/13/2007 206001 GCO 8/4/2005

185448 Laundry Worker  9/6/2001

Decrease designations:

10000-1000100000-320107 DFB - Probation $441,507

Increase appropriations:

10000-2600100000-537040 Interfund expense maintenance $441 507

Ben Clark Public Safety Training Center

Recommended Motion: that the Board of Supervisors approve and direct the Auditor-
Controller to decrease designations and adjust appropriations as follows:

| Decrease designations:

| 10000-1000100000-320147 DFB — correctional staffing $5,714,102

Increase appropriations:

10000-2500700000-520250 Communications equip. and installations $230,887

10000-2500700000-520820 Janitorial services 926,746
10000-2500700000-522310 Maintenance — buildings and improve. 1,696,445
10000-2500700000-523600 Audiovisual expense 7,300
10000-2500700000-523640 Computer equipment — non-fixed asset 280,508
10000-2500700000-523680 Office equipment — non-fixed asset 1,368,405
10000-2500700000-526530 Equipment rental/lease 75,000
10000-2500700000-526700 .  Buildings rent/lease 738,184
10000-2500700000-526940 Locks and keys 13,527
10000-2500700000-527100 Fuel — diesel 24,800
10000-2500700000-527460 Firearm equipment and supplies 30,000
10000-2500700000-527680 Public signs 6,000
10000-2500700000-527860 Training materials 89,000
10000-2500700000-529540 Utilities 88,000
10000-2500700000-546140 Equipment — office 39,300
10000-2500700000-546160 Equipment — other 100,000

Total $5,714,102




Recommended Motion: that the Board of Supervisors approve and direct the Auditor-
Controller to adjust appropriations and estimated revenue as follows:

Increase appropriations:
10000-2500100000-537320 Interfund Exp — building improvements ~ $500,000

Increase estimated revenue: :
10000-2500500000-772700 Civil Process Fees $275,000

10000-2500200000-770830 Communication services 225,000
Total $500,000

PUBLIC WAYS AND FACILITIES

Agency Administration
Recommended Motion: that the Board of Supervisors approve the purchase of an imaging

system, and approve and direct the Auditor-Controller to adjust appropriations as follows:

Increase appropriations:

20200-3100200000-546280 Capitalized software $300,000
Expected offset:

20200-3100200000-325100 Unreserved fund balance $300,000
HEALTH and SANITATION

Environmental Health

Recommended Motion: that the Board of Supervisors approve the purchase of one chemical
detector and one carying case, and approve and direct the Auditor-Controller to adjust
appropriations as follows:

Increase appropriations:

10000-4200400000-546160 Equipment — other $31,000
10000-4200400000-572300 Intrafund — health {31,000)

Total $0
PUBLIC ASSISTANCE

Department of Public Social Services (DPSS)

Recommended Motion: that the Board of Supervisors approve and direct the Auditor-
Controller to adjust appropriations and estimated revenue as follows:

Increase appropriations:
10000-5100100000-530420 Child-care services $3,500,000

Increase estimated revenue:
10000-5100100000-760000 Federal — public assistance admin. $3,500,000

Categorical Aid
Recommended Motion: that the Board of Supervisors approve and direct the Auditor-
Controller to adjust appropriations and estimated revenue as follows:

Increase appropriations:
10000-5100300000-530480 Categorical assistance $3,500,000
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Increase estimated revenue:

10000-5100300000-761000 Fed — public assistance $1,000,000
10000-5100300000-750700 CA — public assistance 2,500,000

Total $3,500,000
INTERNAL SERVICE FUNDS

Central Mail Services
Recommended Motion: that the Board of Supervisors approve and direct the Auditor-
Controller to adjust appropriations as follows:

Increase appropriations:
45620-7300600000-532600 Capital lease — purchase principal $72,000

Expected offset:
45620-7300600000-380100 Unrestricted net assets $72,000

Printing Services
Recommended Motion: that the Board of Supervisors approve and direct the Auditor-
Controller to adjust appropriations as follows:

Increase appropriations:

45600-7300400000-532600 Capital lease — purchase principal $560,000
Expected offset:
45600-7300400000-380100 Unrestricted net assets $560,000

Record Management and Archives (RMAP)

Recommended Motion: that the Board of Supervisors approve the purchase of two
document scanners, scanning software, and record storage shelving; and, direct the Auditor-
Controller to adjust appropriations as folfows:

Increase appropriations:

45100-1200300000-521560 Maintenance — other $2,000
45100-1200300000-521640 Maintenance — software 9,900 .
45100-1200300000-546160 Equipment — other 69,000

Total $80,900
Expected offset:
45100-1200300000-380100 Unrestricted net assets - $80,900
SPECIAL DISTRICTS

Regional Parks and Open Space District
Recommended Motion: that the Board of Supervisors approve and direct the Auditor-

Controller to adjust appropriations and esfimated revenue as follows:

Decrease appropriations:
25400-931104-523800 Printing and binding ' $5000

A-9




Decrease estimated revenue:
25400-931104-740020
25400-931104-781560

Historical Commission
Increase appropriations:
25400-931111-523800

Increase estimated revenue:
25400-931111-740020
25400-931111-780180

Arundo Removal SARR:
Increase appropriations:
25520-931120-520010
25520-931120-520320
25520-931120-520330
25520-931120-520845
25520-931120-520930
25520-931120-520945
25520-931120-521420
25520-931120-521500
25520-931120-521760
25520-931120-523220
25520-931120-523700
25520-931120-523760
25520-931120-524560
25520-931120-524660
25520-931120-525080
25520-931120-525300
25520-931120-525310
25520-931120-526910
25520-931120-526940
25520-931120-526960
25520-931120-527100
25520-931120-527140
25520-931120-527680
25520-931120-527720
25520-931120-528920
25520-931120-529520
25520-931120-529550
25520-931120-536840
25520-931120-536890
25520-931120-536900
25520-931120-537180

Increase estimated revenue:
25520-931120-777520

Interest $630
Contribution from non-county agency 600
Total $1,230
Printing and binding $5,000
Interest $630
Sale of books 600
Total $1,230
Herbicide $30,000
Telephone service 450
Communication services 500
Trash 1,000
Insurance — liability 2,992
Insurance — property 1,559
Maintenance - field equipment 10,000
Maintenance - motor vehicles 2,500
Maintenance — tires 1,000
License and permits 800
Office supplies 500
Postage 120
Auditing and accounting 323
Consultants 8,500
Temporary assistance 15,000
OASIS processing — financials 2,390
OASIS processing — HRMS 395
Field equipment — non-fixed asset 2,500
Locks and keys 250
Small tocls and instruments 2,500
Fuel 500
Welding supplies 250
Public signs 750
Safety — security supplies 500
Carpool expenses 30,000
Sewer system 1,250
Water 1,000
Interfund expense — county support svcs 1,311
Interfund expense — equipment 600
Interfund expense — fire service 3,000
Interfund expense — salary reimbursement 42,000
Total $164,440

Reimbursement for services $164,440
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Off Road Vehicle Management

Increase appropriations:

25520-931160-551000 Operating transfers out $101,932
Increase estimated revenue:
25520-931160-740020 Interest $24,216
25520-931160-755190 Off-highway vehicles 101,932
Total $126,148
Habitat and Open Space Management
Increase appropriations:
25520-931170-520010 Herbicide $500
25520-931170-520115 Uniforms — replacement 1,400
25520-931170-520230 Cellular phones 30
25520-931170-520320 Telephone service 2,400
25520-931170-520330 Communication services 1,200
25520-931170-520845 Trash 1,500
25520-931170-520930 Insurance - liability 2,992
25520-931170-521420 Maintenance — field equipment 500 -
25520-931170-521500 Maintenance — motor vehicles 2,080
25520-931170-521760 Maintenance — tires 500
255620-931170-522320 Maintenance — grounds 15,000
26520-931170-523700 Office supplies 350
26520-931170-523760 Postage 30
25520-931170-523840 Computer equipment — non-fixed asset 1,500
25520-931170-524560 Auditing and accounting 528
25520-931170-525300 OASIS processing - financials 495
25520-931170-525310 OASIS processing — HRMS 1,053
25520-931170-526910 Field equipment — non asset 1,500
25520-931170-526960 Small tools and instruments 500
25520-931170-527100 Fuel 600
25520-931170-527680 Public signs 800
25520-931170-527720 Safety — security supplies 600
25520-931170-527840 Training, education, tuition 1,500
25520-931170-527940 Weed abatement 8,000
25520-931170-528140 Conference and registration fees 200
25520-931170-528260 Field supplies 2,000
25520-931170-528900 Air transportation 200
25520-931170-528920 Carpool expenses 43,200
25520-931170-528960 Lodging 300
25520-931170-528980 Meals 200
25520-831170-536840 Interfund expense — county support svcs 2,244
25520-931170-537090 Interfund expense — personnel services 1,700

25520-931170-537180 Interfund expense — salary reimbursement 253,330

25520-931170-546160 Equipment — other 18,000
Total $366,932
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Increase estimated revenue:

25520-931170-740020

25520-931170-790500

Arundo Trust Fund:

Decrease appropriations:

25520-931107-520010
25520-931107-520115
25520-931107-520230
25520-931107-520320
25520-931107-520330
25520-931107-520845
25520-931107-520930
25520-931107-520945
25520-931107-521420
25520-931107-521500
25520-931107-521760
25520-931107-523220
25520-931107-522320
25520-931107-523700
25520-931107-523760
25520-931107-523840
25520-931107-524560
25520-931107-524660
25520-931107-525080
25520-931107-525300
25520-931107-525310
25520-931107-526910
25520-931107-526940
25520-931107-526960
25520-931107-527100
25520-931107-527140
25520-931107-527680
25520-931107-527720
25520-931107-527840
25520-931107-527940
25520-931107-528140
25520-931107-528260
25520-931107-528900
25520-931107-528920
25520-931107-528960
25520-931107-528980
25520-931107-529520
25520-931107-529550
25520-931107-536840
25520-931107-536890
25520-931107-536900
25520-931107-537090
25520-931107-537180

Interest
Operating transfers in
Total

Herbicide

Uniforms — replacement
Cellular phones

Telephone service
Communication services
Trash

Insurance — liability

Insurance — property
Maintenance - field equipment
Maintenance — motor vehicles
Maintenance - tires

License and permits
Maintenance — grounds

Office supplies

Postage

Computer equipment — non-fixed asset
Auditing and accounting
Consultants

Temporary assistance

OASIS processing — financials
OASIS processing — HRMS
Field equipment -- non asset
Locks and keys

Small tools and instruments
Fuel

Welding supplies

Public signs

Safety — security supplies
Training, education, tuition
Weed abatement

Conference and registration fees
Field supplies

Air transportation

Carpool expenses

Lodging

Meals

Sewer system

Water

Interfund expense — county support svcs

Interfund expense — equipment
Interfund expense — fire service
Interfund expense — personnel services

$5,000
361,932
$366,932

$30,500
1,400
30 -
2,850
1,700
2,500
5,984
1,559
10,500
4,580
1,500
800
15,000
850
150
1,500
851
8,500
15,000
2,885
1,448
4,000
250
3,000
1,100
250
1,550
1,100
1,500
8,000
200
2,000
200
73,200
300
200
1,250
1,000
3,555
600
3,000
1,700

Interfund expense — salary reimbursement 295,330
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25520-931107-546160 Equipment — other 18,000

25520-931107-551000 Operating transfers out 101,932
Total $633,304

Decrease estimated revenue:

25520-931107-740020 Interest $20,216

25520-931107-755190 Off-highway vehicles 101,932

25520-931107-777520 Reimbursement for services 164,440

25520-931107-790500 Operating transfers in 361932
Total $657,520

Regional Parks & Open Space District
Recommended Motion: that the Board of Supervisors approve and direct the Auditor-
Controller fo adjust appropriations and estimated revenue as follows:

Increase appropriations:

25400-931104-536760 Interfund expense — auditing and acct.  $120,000
25400-931104-551100 Contributions to other county funds 100,000
‘ Total $220,000
Increase estimated revenue:
25400-931104-701020 Property tax — current unsecured $49,000
Decrease estimated revenue:
25400-931104-700020 Property tax — current secured $229,769
25400-931104-704000 Property tax — current supplemental 20,000
25400-931104-705000 Property tax — prior supplemental 60,000
25400-931104-778330 Interfund — salary reimbursement 335,743
Total $645,512

Expected offset:
25400-931104-320100 Designated fund balance $816,512

Recreational Services
Recommended Motion: that the Board of Supervisors approve and direct the Auditor-
Controfler to adjust appropriations and estimated revenue as follows:

Increase appropriations:

25420-931180-520330 Communications services $2,500
25420-931180-520845 Trash and waste services 3,000
25420-931180-522310 Maintenance — building and improve. 8,000
25420-931180-523350 Administrative expense 8,900
25420-931180-529500 Electricity 9,600
25420-931180-537080 Interfund — miscellaneous services 10,000

Total $40,000

Increase estimated revenue:
25420-931180-790600 Contributions from other county funds $40,000

Natural Resources Education
Recommended Motion: that the Board of Supervisors approve and direct the Auditor-
Controller to adjust appropriations and estimated revenue as follows:
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Increase appropriations:
25535-931130-522310
25535-931130-525440
25535-931130-527780
25535-931130-537180
25535-931130-537200

Increase estimated revenue:
25535-931130-790500

County Services Areas

Recommended Motion: that the Board of Supervisors approve and direct the Auditor-
Controlfer to adjust appropriations and estimated revenue as follows:

Increase appropriations:
40420-906202-535540

Increase estimated revenue:
40420-906202-781360

Increase appropriations:
23850-908501-510040

Increase estimated revenue:
23850-908501-781360

Increase appropriations:
23925-908901-529530

Increase estimated revenue:
23925-908901-781360

Increase appropriations:
24075-910301-510040
24075-910301-529530

Increase estimated revenue:
24075-910301-781360

Increase appropriations:
24325-912601-510040

Maintenance — buildings and improve.

Professional services
Special program expense

Interfund — salary reimbursement
Interfund — supportive services

Total

Operating Transfer-In

Depreciation — building

Other miscellaneous revenue
Regular salaries

Other miscellaneous revenue
Streetlights

Other miscellaneous revenue

Regular salaries
Streetlights

Other miscellaneous revenue

Regular salaries

A-14

$40,000

20,000
40,000
80,000
20,000

$200,000

$200,000

$4,000

$4,000

$25,000

$25,000

$10,000

$10,000

$15,000
25,000
$40,000

$40,000

$25,000




Increase estimated revenue:

24325-912601-781360

Increase appropriations:
24825-914901-522320

Increase estimated revenue:

24825-914901-781360

Other miscellaneous revenue

Maintenance — grounds

Other miscellaneous revenue
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FY09/10 Budget Outlock ATTACHMENT B
Mid-Year Budget Report
February 3, 2009

Department Heads’ Plans for Fiscal Year 2009/2010
Summarized by Riverside County Executive Office

The County of Riverside faces falling discretionary revenues for the first time in many
years (see chart below).

Discretionary Revenue
(in $millions)

800
600
400+ [
200

In this year's first quarter budget report, the Board of Supervisors directed that
department heads report back to the Executive Office with advance budget plans for
Fiscal Year 09/10. The plans were to be fairly general in nature and were to touch on
several main topics, especially: 1) departments’ core services; and 2) steps necessary -
including service curtailment or staff reductions - to compensate for a 10 percent net
county cost (NCC) cut and any likely revenue losses.

This report summarizes the Department Heads' perspectives and adds some early
thoughts on what form our county government will take next year.
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It is important to keep in mind the worsening economic situation that forces cuts. Details in
the mid-year report reveal that revenue targets are still being downgraded and prospects
for a nearterm rebound remain minimal. Should the latest projections hold true,
contingency will be completely exhausted by the end of this fiscal year; also, this county
could — for the first time — be forced to use up a large portion of its reserve for economic
uncertainty.

Optimistic projections have all designations falling from a recent high of $335 million to
$101 million within about two years (see chart below). Without departmental spending
restraint, designations could feasibly be reduced to zero within two years.

Board Designations

3%

[ N N n [ ]
o o 8 [=] (=] L=
o 8 (=] Q =
o -~ (=3} © (=]

While it is true that all departments are affected by the current economic downturn, the
amount of the effect varies. Some departments have relatively stable revenue streams and
will be able to make it through next year with minimal changes. The Flood Control District
is a good example of such a department. Other departments are dependent, at least in
part, on revenue streams that are shrinking. These departments will be forced to cut their
costs. Every effort will be made to preserve essential services and personnel, but where
deep budget cuts are required, some departments are projecting service cuts or layoffs.
Most general fund and some other departments fit into this group. A third group of
departments is most vulnerable and could face the most severe cuts. Departments in this
group, DPSS for example, are almost completely dependent on state revenue to support
their critical services. With the state facing its most challenging budget crisis in decades,
there is a very real possibility that it will dramatically curtail support.

All departments will see their net county cost (NCC) cut 10 percent. The dollar amount of

the cut to each department is tied to the department's current NCC. Since, as a group,
public protection receives the majority of support, it will also receive the biggest cut.
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The chart below shows the expected FY 09/10 cuts.

FY09/10 NCC & NCC Cuts
(in $millions)
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Department heads have used their vast managerial expertise to realistically pian for next
year. Together they signal the need for 150-200 layoffs (approximately one percent of our
workforce), and the slowing or cutting of a wide-reaching group of services. While harder
to quantify, department plans include the expected attrition of perhaps several hundred
other employees — should this attrition not occur, the number of layoffs could increase
dramatically. The chart below shows expected FY 09/10 layoffs. This is an early estimate
and could change as we go through the budget process. The Board will be given regular

updates.

Department - Expected Layoffs
Animal Control 15
Assessor 13
Auditor-Controlier 6
Building & Safety 9
Ca Children's Services 7
Child Support Services 19
Clerk-Recorder 10
Cooperative Extension 1
Office on Aging 6
Planning 12
Public Health 50
TLMA Administration 1

Given what we know at this time, department plans seem reasonably likely to both
preserve core services and meet expected targets. Further economic deterioration could
lead to the need for further service cuts or layoffs. Qur best hope is in leaving depariment
heads wide latitude to make adjustments where necessary.
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Department Heads’ expected adjustments are grouped below into broad categories, so
that the Board can appreciate where government programs will be most heavily impacted.

General Government
Many general government services are quite vulnerable because the departments that
provide them tend to rely heavily on general fund support. A 10 percent cut to some of
these departments, such as the Auditor-Controlier (AC) and the Registrar of Voters
(ROV), could possibly lead to cuts to core services. Likely layoffs or attrition:
e Some departments, such as the Assessor-Clerk Recorder (ACR), Human
Resources (HR), and Auditor-Controller signal the need for a total of 41 layoffs.
e Other departments, especially the Registrar of Voters and Facilities
Management (FM), project layoffs unless significant numbers of employees
decide voluntarily to retire or resign.

All departments in this group will need to cut costs, typically by decreasing supplies and
services and by leaving vacant positions unfilled. For some departments, the cuts to
personnel and supplies are so substantial that important services will suffer:

* HR began layoffs in FY 08/09; generally, service times will slow, however some
services — for example assessment center, Livescan, resume verification, and
cyclical classification studies - will be drastically curtailed.

» The ACR’s changes are mostly driven by falling workloads; also the department
might need to reduce public hours or close a satellite office.

The AC will broadly limit the activities of the internal audits group.
The ROV will close on Saturdays, and remove many public services including
training, public outreach, and mall voting.

» FM will be unable to maintain buildings properly and expects more system
failures and increasing emergency maintenance costs.

Public Protection
As with general government, many public protection services are quite vulnerable when
the departments that provide them rely heavily on general fund support. To exacerbate
the problem, critical department revenue (Proposition 172) is declining quickly. A 10
percent cut to some of these departments, like the Sheriff and District Attorney, would
be unprecedented. Likely layoffs or attrition:

» Some departments, including Child Support, Building & Safety, Planning, and
Animal Services are signaling the need for a total of 80 layoffs.

o Other departments, including the Sheriff, District Attorney, and Public Defender
have requested exemption from cuts. These departments’ budget plans can only
be considered realistic if the request for exemption from cuts is granted — without
exemptions attrition is likely.

All departments in this group do plan to cut costs, typically by decreasing supplies and
services and by leaving vacant positions unfilled. For some departments, the cuts to
personnel and supplies are so substantial that important services will suffer:
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The Sheriff might lower the patrol ratio, suspend the ICE program, and slow hiring for the
jail expansions.
e [f the Public Defender receives the same cut as all other departments, it will
need to lay off up to 66 employees.
e Probation might be able to avoid extensive cuts, but only if the census remains
low and if allowed to use available one time money.
* Mental Health Public Guardian will have resources for court-referred cases, but
not adult protective service or family referrals.
e Animal Services will restrict or eliminate various public services including
enhanced animal adoption, spay/neuter promotions, and the phone center.
¢ Planning and Building & Safety have plans for layoffs because declining
development means there is so little or no work for these employees.

Public Ways and Facilities
Departments in this group tend to have little reliance on general fund support. Many are
highly reliant on revenue from development activities and must be prepared to expand
or contract along with development trends. All departments in this group do plan to cut
costs, typically by decreasing supplies and services and by leaving vacant positions
unfilled.
¢ Only one department within TLMA anticipates the need for 3 layoffs.

In most cases departments have already adjusted to the economic slowdown with cost
cuts or staff reductions.
» No additional severe cuts are anticipated at this time.

Health and Sanitation
Like general government, many health and sanitation services are vulnerable because
the departments that provide them rely on general fund support. These departments
also tend to get a large portion of their revenue from the state. It is typical for a
department in this group to face cuts both from the county and the state. Likely layoffs
or attrition:
e Some departments, including Public Health and California Children's Services
are signaling the need for a total of 57 layoffs.
e Other departments, especially Mental Health Treatment, Detention Health, and
Community Health Agency (CHA) Administration will have layoffs unless
significant numbers of employees decide voluntarily to retire or resign.

All departments in this group do plan to cut costs, typically by decreasing supplies and
services and by leaving vacant positions unfilled. For some departments, the cuts to
personnel and supplies are so substantial that important services will suffer:
e Mental Health proposes the closure of three facilities along with the suspension
of adult services at two clinics.
* Health and mental health services provided to inmates at correctional facilities
will be reduced and non-emergency cases will experience increased wait times.
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¢ Public Health will eliminate 25% of immunization outreach events and proposes
the elimination of some evening and weekend services.

¢ Environmental Health would suspend its illegal food program.
Case processing and services will be slowed for children with special health
needs.

Public Assistance

Like health and sanitation, many public assistance services are vulnerable because the
departments that provide them rely on general fund support. However, many of these
departments get much of their revenue from the state and federal governments. It is
typical for a department in this group to face a small cut from the county and a huge
one from the state. EDA is the exception as it is supported primarily by the general fund
and federal revenue. Some departments, including most under the DPSS umbrella
could face dramatic cuts and many layoffs if the state decides to make unexpectedly
large cuts. On the other hand, DPSS will be able to minimize service and personnel
cuts should the state follow through with current ptans. Likely layoffs or attrition:

» One department reports the likely need to reduce staff by 6.

» Based on a projected five percent state reduction, DPSS expects to meet staff

reduction targets through attrition of 140 or more existing employees.

All departments in this group do plan to cut costs, typically by decreasing supplies and
services and by leaving vacant positions unfitled. For some departments, the cuts to
personnel and supplies are so substantial that important services will suffer:

« The changes anticipated by DPSS could reasonably be described as a
restructuring. This department will make sweeping changes in its effort to control
costs. Further, it is taking the steps necessary to prepare for massive service or
staff curtailment should state actions make these steps necessary.

« Office on Aging will see the senior employment program cut by up to a third and
a reduced ombudsman service.

+ EDA does not expect to cut services or staff.

Recreation and Culture
o One layoff, in Cooperative Exiension is likely.
e Changes to services or personnel in this group will be quite minor.

Others including Internal Service Funds, Enterprise Funds, and Special Districts
* There are no expected layoffs.
¢ Changes to services or personnel in this group will be quite minor.

At about the same time the Board is reviewing this report, the FY 09/10 budget process will
officially begin. Departments will spend the subsequent five weeks refining their
preliminary plans into official budget requests using updated information. It is everyone’s
hope that the final budget requests will be no worse that the plans summarized here. The
budget requests will be presented to the Board during budget hearings, now scheduled for
May 4, 2009.
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Attachment C

FY 2008 — 2009
2™ Quarter Budget Update
Vacancy Report

In response to the economic downturn, hiring activity in the County has slowed due to
departments’ requirements to stay within their required Maximum Fill Rate. While this
has slowed hiring activity from our former rate of 4,000 hires per year, recruiting activity
in some areas has continued in order to keep pace with attrition and anticipated future
hiring needs. Human Resources has taken a proactive approach to keep the County's
talent pipeline full during this time, in order to remain responsive when economic
conditions become more favorable. Examples of this work included continued college
recruiting efforts, as well as recruiting efforts that focus on social media such as Twitter
and Linkedin.

Some recruiting activity continues, but is focused on filling mission critical positions such
as key management or technical positions, and healthcare-related positions such as
nurses and medical professionals for the Riverside County Regional Medical Center and
the Community Health Agency. Another area with active hiring is in the Sheriff's
Department, where recruiting and hiring continues for Deputy Sheriff and Correctional
Deputy vacancies at a rate sufficient to backfill attrition and maintain staffing levels in the
department. Hiring activity for the Sheriff's department is focused on the desert region.
Two Deputy Sheriff Academies are to be held, one in January and one at the start of the
next fiscal year; Correctional Deputy academies are not scheduled currently.

In these difficult economic times, there has been a benefit to the County in that we have
been able to focus on quality hiring of select candidates who may have lost positions
with other employers due to the economy. It is a favorable recruiting climate for the
County in that some available talent may not have considered opportunities with the
County, and now find employment with the County very attractive. This environment
makes for conditions where it pays not to halt recruiting in response to economic
conditions that are cyclical. _ :

During the second quarter, the County’s employee population contracted from 21,093
per diem, regular, seasonal, and temporary employees (as of November 19, 2008,
Maximum Fill Rate levels) to 20,774 at the start of the third quarter, a net decrease of
319 employees.

The Human Resources Department remains committed to keeping pace with the
County's hiring demands, and to positioning the County as a premier employer in our
region for the future.




Attachment C
2nd Quarter Budget Update
Vacancy Report

915201|CSA 152 NPDES R 23 23 0 0.0% 3
T 2 2 0 0.0%
931104 |Regional Parks & Open-Space Dist IR 96 94 2 2.1% 1 1 6
5 15 16 -1 -6.7% 1 2 8
T 3 3 [+] 0.0% 1
935200 |Regicnal Conservation Auth - Ops R 9 10 -1 -11.1%
943001 [WRMD Qperating R 53 53 0 0.0%
947200|Flood Control R 237 237 0 0.0% 15 1
285101} Public Authority - Admin R 28 27 1 3.6%
1000100000|Board of Supervisors R 54 54 0 0.0% 1
T 2 2 0 0.0%
1000200000|Assessment Appeals Board R 5 5 0 0.0%
1100100000 | Executive Office R 28 29 0 0.0%
1101500000 County Free Library R 1 1 0 0.0%
1105000000 Nat'l Poliutant Digcharge Elmn Sys R 2 2 1] 0.0%
1109200000|OAS!S Financials R 43 43 0 0.0%
1109300000{OASIS HRMS R 20 20 0 0.0%
1130100000]Human Resources R 220 202 18 B.2%
1130300000|HR - Air Quality Division R 3 0 0.0%
1130700000|HR - Property Insurance R 1 0 0.0%
1130800000]HR - Workers Compensatian R 51 52 -1 -2.0%
1130900000 [HR - Malpractice Insurance R 2 0 0.0%
1131000000|HR - Liability Insurance R 33 32 1 3.0% 3
1131200000]|HR - STD Disability [nsuranca R 1 1 0 0.0%
1131300000[HR - Safety Loss Control R 18 18 0 0.0%
1131800000[HR - TAP - Temp Asst Pool P 813 &24 -11 -1.8%
R 48 28 21 42.9%
. T 948 788 160 16.9%
1132000000|HR - Exclusive Provider Option R 30 30 ] 0.0% 1
1132200000]HR - Employee Assistance Program P 0 0 0
R 7 6 1 14.3% 2 1
1132500000|HR - Occupational Health & Wellness R 28 26 2 7.1%
1150100000| CFD/Assessment Dist Admin R 5 5 [1) 0.0%
1200100000 |Assessor R 238 236 2 0.8% 1
T 0 0 0
1200200000|County Clerk - Recordar R 185 183 2 1.1%
1200300000]AC Recorder Center Div R 27 27 0 0.0%
T 0 0 1]
1200400000]Integrated Property Tax Management System R 10 10 0 0.0%
1300100000|Auditor - Controller R 100 100 0 0.0% 2
1300200000| Internal Audits R 17 17 0 0.0%
1400100000 Treasurer -Tax Collector R 118 116 2 1.7% 1
1500100000|County Counsal - IR 73 74 -1 -1.4%
1700100000 |Registrar of Voters R 35 35 0 0.0% 1 1
S 6 5] 0 0.0%
1900100000|EDA Administration R 166 167 -1 -0.6% 6 &
1800300000{EDA Workforce Development R 80 91 -1 -1.1% 3 5]
T [} 8 0 0.0%
1500400000|EDA HOUSING AUTHORITY R 92 90 2 2.2% 15 1
1810700000|County Airports R 10 10 0 0.0% 1
1920100000|Fair & Nat| Date Festival R 12 12 Q 0.0% 1
T g .9 0 0.0%
1930100000 |Edward Dean Musaum R 2 2 0 0.0%
T 1 1 [\ 0.0%
2200100000| District Attorney R 818 844 -26 -3.2% 42 7
2300100000]Child Suppert Services B 393 350 43 10.9%
T 5 5 0 0.0%
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R

2400100000| Public Defender 306 298

R 8 2.6% 24 1
2500100000 | Sheriff - Administration R 54 53 1 1.9% 8
T 0 0 i}
2500200000]Sheriff - Support iR 369 358 11 3.0% 20 L]
T 2 1 1 50.0% 1
2500300000 |Sheriff - Patrol R 1922 1916 6 0.3% 85 g
T 1 1 0 0.0% 3
2500400000} Sheriff - Corrections IR 1383 1372 11 0.8% 180 4
T 0 0 0 3
2500500000] Sheriff - Court Sarvices R 182 180 2 1.1% 14
| T 9 9 0 0.0%
| 2500600000] Sheriff - CAC Security R 3 3 1) 0.0%
| 2600700000] Sheriff - Ben Clark Training Center R . B8 67 1 1.5% 10
‘ T 1] 0 0
2500800000] Sheriff - RAID R 1 1 0 0.0%
2501000000 Sheriff - Coroner R 56 56 [4] 0.0%
T 0 0 [i]
2501100000 Public Administrator R 17 17 [4] 0.0%
| T 0 0
| 2505100000] Sheriff - Cal ID R 30 29 L 3.3%
| 2600100000]Probation - Juvenile Hall R 441 437 4 0.9% 1
| T 47 46 1 2.1% 1
2600200000|Probation R 385 384 1 0.3%
T 20 20 0 0.0%
2600700000{Probation Administration R 60 59 1 1.7% 2
T 3 3 0 0.0% 1
2700200000 |Fire Protection - Forest R 167 175 -8 -4.8%
T 2 2 0 0.0%
2700400000 |Fire Protection - Contract Sve R 22 22 Q 0.0%
2800100000 jAgricultural Commissioner R g5 55 i) 0.0%
2800100000 Local Agency Formation Commission R 5 5 0 0.0%
3100100000| TLMA - GIS R 23 23 0 0.0%
3100200000| TLMA - Administration R 67 70 -3 -4.5% 2
3100300000/ TLMA - Consolidated Counter Services R 21 21 0 0.0%
3100500000| TLMA - Environmental Programs R 15 15 0 0.0%
3110100000| TLMA - Building & Safety R ) 60 -1 -1.7% 2
T 0 0
3120100000| TLMA - Planning R 73 €9 4 5.5%
3130100000[ TLMA - Transportation R 343 343 0 0.0% 1 1 2
T 1 1 0 0.0% 1
3130200000|TLMA - Surveyor R 39 39 0 0.0%
3130300000|TLMA - Crossing Guard R 1 1 100.0% 1
5 51 48 3 5.9%
3130700000 TLMA - Transportation Equipment ISF R 27 27 0 0.0% 1
3140100000|TLMA - Code Enforcement R 135 134 1 0.7% 5
4100100000{Mental Health - Public Guardian R 36 35 1 2.8% 1
| 4100200000 |Mental Health - Treatment P 43 45 2 47%
R 626 621 5 0.8% 15 2 1
T 0 0 0
4100300000 |Mental Health - Detention P 10 9 1 10.0%
R 47 45 2 4.3% 3
| 7100400000 Mental Health - Administration 3 2 3 o o0%
| | ] 163 161 2 1.2% 5 3
! 4100500000 |Menta! Health - Substance Abuse R 108 107 1 0.9% 12
| T 5 5 0 0.0% 1
4200100000 Public Health R 753 757 -4 -0.5% &l - i 50
T 2 2 0 0.0%
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4200200000|CHA - CA Childrens Services R 170 158 12 7.1%
4200300000|CHA - Admin R 184 182 2 1.1% 1 2
4200400000 |CHA - Environmental Health R 186 185 1 0.5%
4200600000|CHA - Animal Control R 238 236 2 0.8% 18
4300100000|RCRMC R 2212 2217 -5 -0.2% 186 24
4300200000|RCRMC - Med Indigent Services Program R 32 32 0 0.0% 1
4300300000|RCRMC - Dstention Health Systems R 110 99 11 10.0% 0
4500100000|Waste Management R 234 222 12 5.1% 2 2
T 0 0 0 1
5100100000|DPSS Administration R 3323 3305 18 0.5% 16
T 7 6 1 14.3%
5200100000|Locat Initiative Admin DCA R 21 22 -1 -4.8%
5200200000|DCA - Local Initiative Program R 14 14 0 0.0%
5200300000j0CA - Other Programs R 1 1 0 0.0%
5300100000{Office On Aging - Title Il R 68 68 0 0.0%
| T 87 85 2 2.3%
i 5400100000]Veterans Services R 12 12 0 0.0%
6300100000|Cooperative Extension R 5 5 0 0.0%
7200100000 |Facilities Management - Administration R 69 58 1 1.4%
7200200000 |Facilities Management - Custodial R 217 213 4 1.8% 1 2 16
7200300000 |Facilities Management - Maintenanca R 176 175 1 0.6% 3 3
7200400000(Facilities Management - Real Estate R 24 24 0 0.0%
7200500000 Facilties Management - Design & Construction R H 30 1 3.2%
7200700000(|Facilities Management - Parking R 21 21 0 0.0%
7201100000} Facilities Management - Project Group R 12 12 0 0.0%
7300100000} Purchasing R 24 25 -1 -4.2%
7300300006|Purchasing - Printing Services - ISF R 25 24 1 4.0%
7300400000|Purchasing - Supply Services R 17 16 1 5.9%
7300500000|Fleat Services R 66 67 -1 -1.5% 1
7300600000|Central Mail Services R 9 10 -1 -11.1%
7400100000{Infermation Technology R 179 187 -8 -4 5% 4
7400300000{Information Technology - 800 MHz Radio Project R 13 13 0 0.0% 1
Grand Total . 21083 20774 318 692 88| 141
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Internal Audit - Workplan Status Report

"Attachment D"

AudHit tatus
Assignment Audit Project Notes D S : ?1 ozfm
Number !
v' =Complete = =InProcess ~—* =Scheduled ™ =NotScheduled
X =Cancelled 4 =Deferred
' Audit work completed, Final report in
2000-303 ‘Drstrict Attomey-Foliow-up review process. J
— Audit work completed, Final reportin
2008-026 Sub-recipient - Home Investment review process, &)
— Audit work completed, Final report in
2008-027 Sub-recipient - Workforce nvest review process, Y
2008011 |RCRMC - Professional Services Audit work wmp';‘r?é:f" Feport in review &)
2008-012 RCRMC - Pharmacy Audit work mmpl:l:;:.e t:;aft report in review| J
2008-013  |RCRMC - Operating Room-Purchasing Auxdit work mmp':‘::'éz?ﬂ report in review &)
. . Audit work completed, draft report in revie
2008-014 Cash Handling-Sheriff process, “’| &)
2008-015  |Cash Handiing-Assessor Audit work completed. g;ﬂﬂ report in l&\ﬂeur‘ O
2009-101 Treasurer-Tax Collector (1Q) Audit work wmplf,t:,dc'eg?ﬂ report In 'em} O
. . Audit work completed, draft reports in
2008-017 Countywide Ovemight Vehicle review process, )
2008-023 Malpractice Insurance Audit work compls;t;:.e :":ﬂ report in reviewl o
2000-304  |DPSS - Foster Care-Follow-up Audit work completed, draft repart in reviewf )
process.
2008-024 RCRMC Arlington Facility in process )
2009-003 County Counsel In process I
2008-020 Cash Handling-TLMA in process J
2008-018 Countywide Rate Review Int process )
2008-022 STD Disability Insurance In process J
2009-305 JFacilities Management-Fallow-up In process &)
2009-102 Treasurer-Tax Collector (2Q) In process O
2009-017  |Public Defender In process J
2009302 |Credit Card (CW)-Foliow-up In process J
2009-018 Purchasing Fleet Services in process J
2008-307 Patient Charges Follow-up Scheduled -
2009-103 Treasurer-Tax Collector (3Q) Scheduled -
2008019 Cash Handling-RCRMC Scheduled —_
2009-301 |Fire Protection-Non Forest-Foilow-up Scheduled -
2008-025 Mental Heatth - Western Region Scheduled —_
2009015 Purchasing Supply Services Scheduled e
2009-024 Countywide Contract Adminisiration Scheduled -
2009-025 Purchasing GPO's/Discounts Scheduled —
2009-026 Contract Rates Fire Department Scheduled —_
2000-27 Contract Rates Law Enforcement Scheduled -
2009-028 Wildomar-Elsinore Cemetery Districts Scheduled -
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Internal Audit - Workplan Status Report "Attachment D"

Audit . 5 Status as of
As’.::’g::‘r,n;nt Audit Project Notes December 31, 2008
v =Complete ={J =InProcess = =Scheduled ™ =NotScheduled
X =Cancelled A =Deferred
2009-005 DPSS (8 homes) Scheduled —_
2009-006  |DPSS (8 homes) Scheduled —
2009004  |DCSS Deferred A
2008-009 Community Action-Grants Deferred A
2009-011 Medical Assistance Grants-CHADPSS/OA Deferred A
2009-012 Human Resources-Property Insurance Defemed A
2009-002 Assessor-Clerk Recorder Deferred A
2000-013 information Technelogy Deferred A
2009-012 Human Resources-Property Insurance Deferred A
2009-014 Trans and Land Mgmt Agency-Code Enforcemen Deferred A
2008-016 Probation-fuvenie Hall Deferred A
2008-007 DPSS (§ homes) Deferrad A
2009008  |DPSS (8 homes) Deferred A
2008-001 Agricultural Commissioner & Follow up Deferred A
2008-028 Facilities Management-Capital Projects Deferred A
2009-019 RCRMC-Detention Health Services Deferred A
2009-010 Accounts. Recievable follow-up Deferred A
2009-020 RCRMC-Asset Management Deferred A
2009-021 Registrar Of Volers Deferred A
2009-022 Trans and Land Mgmt Agency-Building&Safety Deferred A
2008-023 Waste Management Deferred A
2009-401 Auditor-Controller-CSA Deferred A
2008-402 RCRMC-CSA Deferred A
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Attachment E
FY 09/10 BUDGET POLICY and SCHEDULE

The FY 09/10 budget will be developed in accordance with the following
standard policies:

1)

2)

3)

4)

5)

6)

7

Net County Cost (NCC): Ongoing discretionary funds authorized to
general fund departments by the Board in FY 08/09's final budget,
reduced ten percent, will be the basis for developing FY 09/10 proposed
budget NCC allocations. There is one exception to this general rule: NCC
will be increased for budget units in which Form 11's permanently
modified ongoing costs. All general-fund budget requests will be submitted
within the net county cost target as issued by the Executive Office.
Budget requests that exceed NCC targets may be returned by the
Executive Office to department heads for adjustment or will be modified by
the Executive Office to adhere to the prescribed NCC target.

Cost of Living Allowances (COLAs): All departments will absorb cost of
living increases.

Priorities in Budget Construction: Departments will budget first for
basic costs of doing business, such as rent, debt service and utilities.
Then, departments will budget for the costs of completing their missions,
such as essential materials and services. Finally, departments will budget
for non-essential costs, such as subscriptions, memberships and
redecoration.

Addbacks and Budget Hearings: In the event a department cannot
provide core services within its allocated NCC, the department will have
the option to address the Board of Supervisors during budget hearings,
scheduled to start on May 4, 2009. Addback requests are not to be
submitted with budgets due to shortfalls in available resources.

General Fund Support “Last In/First Out”: Uniess otherwise mandated
or restricted, all general fund departmental revenues shall be fully
expended in the year received, ensuring that general fund support is
provided only as needed. No department should assume year-end cost
savings or excess revenue to be departmental resources for future-year
budgeting.

Department Revenue: Revenue shortfalls will not be backfilled by the
general fund. Departiments should adjust their budgets accordingly for
expected reductions in all outside revenue including, but not limited to
property tax, grant funds, state funding, public safety sales tax, and
federal funding.

Funding Salaries and Benefits: Departments will budget for filled
positions only. Unfunded positions should be frozen in the Human

E -1
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Resource Management System. Departments are not to budget any
salary savings.

8) Submittal Deadlines: All departments will submit their FY 09/10 budget
requests to the Executive Office no later than March 09, 2009. To be
considered on time, budget requests must be complete and in accordance
with these budget policies.

FISCAL YEAR 2009-2010
BUDGET PREPARATION SCHEDULE

Due Date Milestone

County Executive Office distributes the budget policy, general fund NCC
01/30/08  targets, proposed ISF rates, and budget preparation materials to
departments.

The Board of Supervisors approves the FY 09/10 budget policy and new

02/03/09 ISF rates.

03/09/0¢  Department budgets are due to the Executive Office.

The Board of Supervisors approves the proposed budget and opens

05/04/09 budget hearings. '

The Board of Supervisors adopts the FY 09/10 final budget

06/30/09 o ommendations,
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Economics & Politics, Inc.

961 Creek View Lane
Redlands, CA 92373
(909} 307-9444 Phone

john@johnhusing.com

PROPOSITION 172 ESTIMATES
RIVIERSIDE COUNTY, FY 2008, FY 2009, FY 2010
SUMMARY

1. FY 2008 Riverside County government tax revenues accrued from Prop 172 totaled
$142.8 million, down -0.49%. This figure is net of the 4.51% of funds paid to other ju-
risdictions in the county. It represented $3.7 million less than the $146.4 million that Eco-
nomics & Politics, Inc. predicted last year, an error of —2.4%. The error was due to the
fact that the state grew fell -1.70% in FY 2008. It did not grow the 1.05% anticipated by
this analyst, which was a reduction from the CA Legislative Analyst’s Office estimates.

2. FY 2009 Riverside County tax revenue accruals from Prop 172 are forecasted at
$131.0 million, down -8.3%. This is $19.5 million or 13.0% less than the two year fore-
cast made in January 2008 of $§150.5 million. The state’s sales are expected to fall -5.5%
instead of the +4.7% growth forecasted by the CA Legislative Analyst’s Office.

Riverside County’s Prop 172 collections in FY 2009 are expected fall -8.3% for two rea-
sons. The county’s percent of California’s taxable transactions fell from 5.3348% in 2006
to 5.1783% in 2007 (a decline to 5.2218% was used in forecasting). The lower percent is
used to determine its share of the state FY 2009 Prop 172 pic. The county’s decline in
share occurred because the county’s 2007 sales fell -2.7% while state’s sales grew 0.2%.
The smaller share will be applied to a smaller pie. Thus, the CA Legislative Analyst’s Of-
fice had expected California’s retail sales to rise 4.7% in FY 2009 as they anticipated a
modest residential recovery and related retail sales. The reverse is now anticipated. They
forecast a fall of —4.6%. This analyst estimates the decline at -5.5% in FY 2009 as the
state and U.8S. recessions deepen. Thus, in the FY 2009°s first four months, the state’s col-
lections were off —4.5%, with the situation worsening. Sales were down —~7.4% in the Oc-
tober accrual received in December 2008. The county’s Prop 172 receipts were off —6.4%
for these four months due to its reduced share of the state’s declining receipts. Riverside
County’s government receives 95.49% of county receipts.

3. FY 2010 Riverside County tax revenue accruals from Prop 172 are forecasted at
$124.3 million, down -5.1%.

Riverside County’s Prop 172 collections are expected to fall again in FY 2010, off -5.1%.
The CA Legislative Analyst’s Office sees California’s retail sales increasing in FY 2010
by 2.8%. However, this analyst believes that a retail recovery starting in the second half
of the current year is highly unlikely. A state retail slowdown of —1.70% is thus used in
the forecast. Again, Riverside County will be hit with a double whammy as the extreme
difficulties in the Inland Empire’s economy will shrink its 2008 share of the state pie,
based upon its very weak sales. The share is assumed to fall from the 5.1783% based on
2007 sales to 4.9983% based on 2008 sales. That share will be applicable to FY 2010.
That is a -.1800% loss of share (115% of the —0.1563 loss the prior year). Applying that
to the lower California sales estimated for 2010, yields the -5.1% reduction in the county’s
Prop 172 receipts. Again, Riverside County’s government geis 95.49% of county receipts.

Economics & Politics, Inc. F-1 1/25/09
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ANALYSIS. These conclusions were developed based upon the following considerations:

1. Riverside County Share of California Prop 172 Revenues

Exhibit 1 shows that in calendar year 2003, Riverside County accounted for 4.7306% of
California taxable sales (net of a small administrative fee). It surged to 5.0537% in calen-
dar year 2004 and 5.2701% in 2005 before reaching 5.3348% in 2006. These increases
occurred because Riverside County’s annual sales growth rates were faster than those of
the state. In 2007, the situation reversed with county sales down -2.7% while the state’s
sales were up 0.3%. As a result, the county’s 2007 share of state sales fell by -0.1565% to
5.1783%. That figure is being used to determine the share of state Prop 172 accruals that
go to Riverside County in the 2009 fiscal year. A figure of 4.9983% is estimated for the
2008 share. It is used in calculating FY 2010 Prop 172 receipts. It was estimated by tak-
ing 110% of the prior year’s reduction of —0.1565% (—0.1800%) to create the 4.9983%
figure. This assumption was made due to the county’s falling retail sales in 2008.

- L)
. e ade 0 are o ate axable ale D JUSe

2003 2004 2005 2006 2007 2008e
CA Taxable Sales $460,096,468 $500,076,783 536,904,448 $559,652,237 $561,050,149
Administrative Costs 1,190,000 699,133 738,302 756,000 580,000
California Basis $458,006,468 $499,377.650 $536,166,146 $558,896,237 $560,490,149
RV County 21,709,135 25,237,048 28,256,491 29,816,237 295,023,608
RV County Percent 4.7306% 5.0537% 5.2701% 5.3348% 5.1783% 4.9983%

Source: CA Board of Equalization, Economics & Politics, Inc.
2. California Taxable Sales Collections

Riverside County’s Prop 172 revenue accruals are determined by applying its share of state
sales taxes (Exhibit ) to the taxable sales collections of the State of California. In Exhibit
2 (next page) the second column shows actual monthly state tax collections for FY 2008.
The level was down -1.70% over the prior year to $2.80 billion.

Column 2 shows the estimated California sales tax collections for FY 2009 of $2.65 bil-
lion, down -5.52%. This forecast is based upon actual changes in state sales collections
that were down —4.51% during the first 4-months of the fiscal year. The October 2008 ac-
cruals received in December were off -7.41% indicating a worsening situation. The result-
ing decline for FY 2009 of —5.52% is thus used. It is a deeper drop than the —4.6% esti-
mated by the normally conservative CA Legislative Analyst’s Office.

FY 2010 state tax collections are estimated to slow another —1.7% to $2.60 billion.
Again, this forecast is weaker than that of the California Legislative Analyst’s Office
(+2.8%). Unlike that office, this analyst does not believe that the state will be seeing posi-
tive growth in the last two quarters of calendar year 2009 and also anticipates there will be
a slight decline in first quarter of 2010 as well. The forecast is thus more conservative
than that being used in Sacramento.

3. Estimated & Actual Riverside County Prop 172 Revenues

¢ In column 4 of Exhibit 2, Riverside County’s total revenue accruals from Prop 172 are
shown and estimated, applying the formulas from Exhibit 1 to the state revenue figures
in Column 2. Note, accruals precede distributions by 2 months. The state’s monthly
collections for FY 2008 were multiplied by the county’s 5.3348% share of state sales
from calendar year 2006. The actual accruals were $149,567,813. The county’s Prop

Economics & Politics, Inc. F-2 1/25/09
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172 revenue accruals were -0.49% below the prior year. Note, this was above the
—1.70% decline in state receipts because Riverside County’s share of state revenues
was up from the prior year’s 5.2701%.

Exhibit 2.-Prop. 172 Tax Receipts
Riverside County, FY 2008 to FY 2010

1 2 3 4 5
Month California Riverside County Riv County Government
Accrued Sales Taxes Growth Rate Sales Taxes Growth Rate 95.49% Growth Rate
Jul-07 221,217,164 -1.68% 11,658,366 2.53% 11,132,387 2.53%
Aug-07 225,778,924 3.47% 11,898,777 7.90% 11,361,951 7.90%
Sep-07 261,817,712 -4.60% 13,798,055 -10.54% 13,175,542 -10.54%
Oct-07 216,975,162 -7.03% 11,575,191 -5.89% 11,052,964 -5.89%
Nov-07 214,906,911 7.16% 11,923,456 12.81% 11,385,517 12.81%
Dec-07 303,623,643 -2.07% 16,197,714 -0.87% 15,466,938 -0.87%
Jan-08 194,313,175 -8.04% 10,366,219 -5.91% 9,898,536 -6.91%
Feb-08 194,222,619 2.85% 10,361,388 4.11% 9,893,923 4.11%
Mar-08 265,021,978 3.48% 14,138,383 4.75% 13,500,525 4.75%
Apr-08 215,196,599 -4.67% 11,480,308 -3.50% 10,962,362 -3.50%
May-08 264,978,670 -3.72% 14,136,082 -2.54% 13,498,318 -2.54%
Jun-08 225,572,922 -3.21% 12,033,864 -2.03% 11,490,944 -2.03%
FY 08 $2,803,625,479 -1.70% $149,567,813 -0.49% $142,819,908 -0.49%
Jul-08 219,082,350 0.97% 11,687,605 0.25% 11,160,307 0.25%
Aug-08 212,270,812 -5.98% 11,324,223 -4.83% 10,813,319 -4.83%
Sep-08 251,799,403 -3.83% 13,432,995 -2.65% 12,826,952 -2.65%
Oct-08 200,906,613 -7.41% 9,334,413 -19.36% 8,913,281 -19.36%
Nov-08 198,991,531 -1.41% 10,304,378 -13.58% 9,835,486 ~13.58%
Dec-08 281,138,160 -7.41% 14,558 177 -10.12% 13,901,370 -10.12%
Jan-0% 183,625,950 . -550% 9,508,703 -8.27% 8,079,708 -8.27%
Feb-09 183,540,375 -5.50% 9,504,271 -8.27% 8,075,476 -8.27%
Mar-09 250,445,769 |. -5.50% 12,968,833 -8.27% 12,383,731 -8.27%
Apr-09 203,360,786 -5.50% 10,530,632 -8.27% 10,055,531 -8.27%
May-09 250,404,843 -5.50% 12,966,714 -8.27% 12,381,707 -8.27%
Jun-09 213,166,411 5.50% 11,038,396 -8.27% 10,540,388 -8.27%
FY 09 $2,648,733,004 ~5.52% $137,159,341 -8.30% $130,871,266 -8.30%
Jul-09 210,319,056 -4.00% 10,512,326 -10.06% 10,038,051 -10.06%
Aug-09 203,779,980 -4.00% 10,185,485 -10.06% 9,725,956 -10.06%
Sep-09 241,727,427 -4.00% 12,082,203 -10.06% 11,537,102 -10.06%
Oct-09 196,888,481 -2.00% 9,841,029 543% 9,397,041 5.43%
Nov-09 195,011,700 -2'.06% 9,747,222 -5.41% 9,307 466 5.41%
Dec-09 275,515,396 | -2.00% 13,771,019 5.41% 13,149,725 5.41%
Jan-10 180,412,498 -1.75% 9,017,514 -5.17% 8,610,679 5.17%
Feb-10 180,328,418 -1.75% 9,013,311 -5.17% 8,606,666 5.17%
Mar-10 246,062,968 -1.75% 12,298,905 -5.17% 11,744,027 5.17%
Apr-10 205,394,394 - 1.00% 10,266,178 -2.51% 9,803,009 -2.51%
May-10 252,908,882 1.00%. 12,641,063 2.51% 12,070,768 -2.51%
Jun-10 215,298,075 1.00% 10,761,191 -2.51% 10,275,689 -2.51%
FY 1o $2,603,647,284 -1.70% $30,137,464 -5.12% $124,266,179 5.12%
Source: CA Board of Equalization, CA Legislative Analyst’s Office, Economics & Politics, Ing.
Economics & Politics, Inc. F-3 1/25/09
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» The state’s monthly actual & estimated revenue accruals for FY 2009 are multiplied by
the county’s 5.1783% share from calendar year 2007 to derive Riverside County’s es-
timated annual Prop 172 accruals of $137,159,341, down —8.330%. The relatively
weak forecast is made because California’s sales tax collections (see step #2) are ex-
pected to decline --5.52%. Also, the county’s recent retail sales weakness has reduced
its share of state tax collections below the 5.3348% in 2006 (see step #1I) that had been

a key element of the FY 2008 formula,

s The state’s monthly estimated revenue accruals for FY 2010 are multiplied by the
county’s 4.983% share estimated for calendar year 2008 to derive Riverside County’s
fiscal year Prop 172 accruals of $124,266,179, down -5.12%. The loss will be more
than the California’s estimate of —1.70% (step #2) as the county’s share of state sales
tax revenues will be smaller than the 5.1783% applied to FY 2009 because its retail
sales are expected to again grOw slower than those of the state in 2008 (step #1).

4. Riverside County Government’s Share of County Prop 172 Accruals

In column 6 of Exhibit 2, the actual and estimated monthly Prop 172 accruals for River-
side County are multiplied by the 95.49% that have historically gone to county govern-
ment. This yields the actual accruals to be used for county budget purposes.

o For FY 2008, Riverside County government’s accruals were $142.819,908, down
-0.49% from the prior fiscal year.

» TFor FY 2009, Riverside County government’s accruals are estimated at $130,971.256,
down -8.30% from the prior fiscal year.

» For FY 2010, Riverside County government’s accruals are estimated at $124,266.179,
down -5.12% from the prior fiscal year.

NOTE: In reviewing the analysis it is important to remember that the U.S. government is consid-
ering the largest economic stimulus package since the huge deficit budgets of World War II. If
this strategy is successful, it should brighten the picture reviewed here,
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RIVERSIDE COUNTY TAXABLE SALES

SUMMARY
1. FY 2008 total taxable transactions in Riverside County were $28,156,005,000, down

-6.1% from the prior fiscal year. In January 2007, the forecast was for
$29,937,550,000. The forecast was high by $1,781,545,000, an overestimate of 6.0%.
The difference came about because the housing crisis started driving the economy down
more than expected.

FY 2009, the county’s taxable transactions are estimated at $26.089.676,000. This
would represent a decline of -7.3% from FY 2008. This forecast is a downward ad-
justment of $4,669,011,000 (-15.2%) from the two year FY 2009 estimate of
$30,758,686,000 made in January 2008. Fiscal year 2009 will likely be the roughest year
since the Great Depression, a situation far worse than anyone predicted, making this ad-
justment necessary.

FY 2010, the county’s taxable trausactions are estimated at $24,919,487,000. This
would represent a decrease of -4.5% from the FY 2009 estimate. This should be the last
major year of the long downturn anticipated in this severe business contraction. If Presi-
dent Obama’s massive stimulus package is a success, this part of the sales tax reduction
might be avoided.

ANALYSIS

These conclusions were developed based upon the following considerations:

1.

Taxable Retail Sales in Riverside County during any year have historically depended
upon one variable, the average annual Wage & Salary Employment in San Bernardino
& Riverside counties of the prior year.

Using a correlation based upon data from FY 1984 to FY 2008, these variables led to the
prediction that Riverside County’s FY 2009 taxable sales would be $28,670,295,000 +
$5,162,239 with 99% confidence.

Based upon experience, the actual estimate was made deducting 50% of the lower range
or $2,581,119,000. This was done due to the analyst’s view that the slowing of county
home sales will decrease population growth and both will slow the rate of retail sales
growth in the county. This yielded the FY 2009 forecast of taxable sales at
$26,089.676,000. This would represent a —7.3% decline from FY 2008.

For FY 2010, the correlation was rerun assuming the FY 2009 level in #2. The model led
to the forecast that Riverside County's Taxable Retail Sales would be $27,004,747,000 +
$5,213,148,000 with 99% confidence.

The analyst is of the opinion that in FY 2010, the county will still see the housing crisis
going on, though with the end in sight. For this reason, 40% of the lower range or
$2,085,259,000 was deducted to arrive at the FY 2010 forecast of $24,919.487.000. This
would represent a further —4.5% decrease from the forecast for FY 2009.

Economics & Politics, Ine. F-5 1/25/09
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In detail, the estimates cited were developed in response to the following questions:

WHAT IS THE HISTORY OF RIVERSIDE COUNTY’S TAXABLE RETAIL SALES?

Therte is a one quarter lag from the time retail sales occur to the time when they affect county tax
revenues. Sales tax revenues for FY 2008 (July 1, 2007 to June 30, 2008) are affected by sales
activity from April 1, 2007 to March 31, 2008, etc. Riverside County retail sales for FY 1984
through FY 2008 were compiled using data for these months (Exhibit 3).

__Exhibit 3.-Taxable Retail Salt.;s, Riverside County (000), FY 1991 to 2008

Sales | Quarter  Sales Quarter Sales | Quarter Sales Quarter Sales Quarter Sales Quarter

Quarter Sales
1983-2 1,004,353( 1987-2 1,705,170 79971-2 2,237,096| 7995-2 2,611,193| 1999-2 | 3,787,668| 2003-2 | 5,414,236 2007-2 | 7,445,499
1983-3 992,164| 1987-3 1,593,249 7991-3 2,175,708| 1995-3 2,488,680| 1999-3 | 3,647,531 2003-3 i 5,371,765| 2007-3 | 6,856,828
1983-4 1,149,702| 1987-4 1,828 477| 1981-4 2367 963| 1995-4 2,796,947| 1999-4 | 4,177,199 20034 | 5,945,766] 20074 | 7,377,068
1984-1 1,170,466| 1988-1 1,749.817| 7992-1 2,1092,630( 1996-17 2,716,830| 2000-1 | 4,018,142| 2004-1 | 5,818,529 2008-1 | 6,476,610
FY 84 4,316,685 FY§8 6,876,813| FY92 8,973,397 FY96 10,613,650 FY o0 |15630,540] FY 04 |[22,550,296| FY o8 28,156,UIE"
1984-2  1,250,522( 1988-2 1,885,874| 1992-2 2370,201| 1996-2 2,797,788| 2000-2 | 4,289,030| 2004-2 | 6,288,751 2008-2 | 6,797,588
1984-3 1,136,050| 7988-3 1,807,563| 1892-3 2,188,697 1956-3 2,648,118{ 2000-3 | 4,087,147 2004-3 | 6,245,806

1984-4 1,316.908| 19884 2,106,627| 1992-4 2,475,905 1996-4 2,976,125 2000-4 | 4,585130| 2004-4 | 6,884,052

1985-1 1,330,171) 1989-1 2,030,880| 71993-1 2,215,835 7997-1 2,848,595 2007-1 | 4,294,472| 2005-1 | 6,339,661

FY 85 5,033,651 FY89 7,830,944 FY 93 9,250,638 FY 97 11,270,626 FY 071 |17,255,779| FY 05 (25,758,280

1985-2  1,382,156( 7989-2 2,230,560| 1993-2 2,344,444 7997-2 2983676 2001-2 | 4,618,996 2005-2 | 7,176,851

1985-3 1,281,663 7989-3 2,100,459| 1993-3 2218,484| 7997-3 2,888,303 2001-3 | 4,379,758| 2005-3 | 7,129,552

1985-4 1,408,556( 7989-4 2,434,460| 79934 2,496,513 7997-4 3,251,797 2001-4 | 4,938,329 20054 | 7,610,427

1986-1 1,483,880( 7990-7 2,337,479 71994-1 2,337,918| 7998-7 3,073,621 2002-1 | 4,550,988 2006-1 | 7,190,512

FY 86 5,556,255 FY 90 9,102,958] FY 94 9,397,359| FY 98 12,197,397| FY 02 |18,497,072| FY 06 (29,107,342

7986-2 1,424,434 1990-2 2.431,581| 1994-2 2,442 585| 1998-2 3,287,945| 2002-2 | 4,896,534| 2006-2 | 7,715,947

1986-3 1,467,548 1990-3 2,276,545 71994-3 2,374,585| 1998-3 3,178,162| 2002-3 | 4,760,280 2006-3 | 7,257,754

1986-4 1,583,026| 1990-4 2477,028| 79944 2659,445[ 1998-4 3,601,126 2002-4 | 5,282,191] 2006-4 | 7,652,024

1987-1 1,613,825) 1997-1 2,130,354| 19957 2.423,798| 1999-7 3,464,547| 2003-1 | 4,977,368} 2007-1 | 7,344,214

FY 87 6,088,831 FY 97 9,315,606 FY95 9,900,413 FY99 13,531,780 FyY 03 (19,916,373 Fy o7 |29,969,939

Note: 1. FY 08 applies to 2nd Quarter-07 to 1st Quarter-08 due to lag between time of sales and when county revenues are affected.

Source: CA State Board of Equalization

WHAT FORCES BEST PREDICT RIVERSIDE COUNTY TAXABLE SALES?

Given the historical trend of taxable sales, it was necessary to determine what combination of
economic variables best correlated with them. A series of regressions were run using a wide va-
riety of variables. This work identified one variable as crucial, the Average Annunal Wage &
Salary Employment in the Inland Empire for the year before the April through March period
relevant to taxable sales (Column I Exhibit 4).

Not only does this variable statistically correlate closely to taxable sales, it makes a nice theoreti-
cal fit. People cannot spend if they have not been employed in the past. Regressions, run to de-
termine how well these variables could predict past Riverside County retail sales levels, had a
strong correlation of 97.9% over the 13 years including FY 1995 to FY 2008 (Exhibit 5). To be
very specific, the equation that resulted from this work was:

Taxable Sales (000)q) = (-12,346,260,000) + 31.53 * Employment . ;)

(t = current year, i-1 = prior year)

For FY 2009, the result was $28,670,295,000 plus or minus $5,162,239 with 99% confidence.
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Exhibit 4.-Taxable Sales Forecast, Riverside County, FY 2009-FY 2010 Forecast

Rsguared 95.0% FTest@ 99%is Significant Confidence Interval @ 99.0%
#1 #2 #3
Riverside-San Berpardino Co. Riverside County
Employment Taxable Sales (000) Model Estimates (000)
In Prior Year Same Year Growth Estimate Deviation % Deviation

FY 1983 452,767 4,316,685 | FY 1984 1,830,766 (2,385,919) -55.3%
FY 1984 472 600 5,033,651 FY 1985 16.6% 2,556,167 (2,477,484} -49.2%
FY 1985 505,883 5,556,255 | FY 1986 10.4% 3,605,686 {1,950,569) -35.1%
FY 1986 548,175 6,088,831 FY 1987 9.6% 4,876,197 (1,212,634) -19.9%
FY 1987 583,483 6,876,813 | FY1988 12.9% 6,052,635 (824,178) -12.0%
FY1988 620,158 7,830,944 [ FY 1989 13.9% 7,209,103 (621,841) -7.9%
FY 198% 656,267 9,102,958 | FY 1990 16.2% 8,347,701 (755,257) -8.3%
FY 1990 702,467 9315506 | FY 1991 2.3% 9,804,519 489,013 5.2%
FY 1991 739517 8,973,397 | FY 1992 -3.7% 10,972,811 1,999,414 22.3%
FY 1992 743,642 8,250,638 | FY 1993 31% 11,102,884 1,862,246 20.0%
FY 1993 752,250 9,397,359 | FY 1994 1.6% 11,374,330 1,976,971 21.0%
FY 1994 757,558 9,900413| FY 1995 5.4% 11,541,717 1,641,304 16.6%
FY 1995 780,967 10,613,650 | FY 1996 7.2% 12,279,859 1,666,209 15.7%
FY 1996 807,858 11,270,626 | FY 1997 6.2% 13,127,809 1,857,183 16.5%
FY 1997 832,700 12,197,397 | FY 1998 8.2% 13,911,148 1,713,751 14.1%
FY 1998 870,925 13,531,780 | FY 1999 10.9% 15,116,491 1,584,711 11.7%
FY 1999 916,692 15,830,540 | FY 2000 15.5% 16,558,645 929,105 5.9%
FY 2000 975,158 17,256,779 | FY 2001 10.4% 18,403,266 1,147,487 6.6%
FY 2001 1,021,258 18,497,072 | FY 2002 7.2% 19,856,930 1,359,858 74%
FY 2002 1,067,342 19,916,373 | FY 2003 7.7% 20,994,741 1,078,358 5.4%
FY 2003 1,093,683 22,550,296 | FY 2004 13.2% 22 140,697 (409,599) -1.8%
FY 2004 1,131,417 25,758,280 | FY 2005 14.2% 23,330,537 {2.427,743) -9.4%
FY 2005 1,194,967 29,107,342 | FY 2006 13.0% 25,334 450 (3,772,892} -13.0%
FY 2006 1,254,933 29,969,939{ FY 2007 3.0% 27,225,370 (2,744,569 -9.2%
FY 2007 1,293,550 28,156,005 | FY 2008 -6.1% 28,443,073 287,068 1.0%
FY 2008 1,300,772 26,089,676 | FY 20090 -1.3%

FY 2009 1,260,279 24,919,487 | FY 2010e 4.5%

Note: Fiscal Year 08 applies to 2nd Quarter-07 to Lst Quarter-08 due to lag between time of sales and when county revenues affected
As indicated, the analysis was rerun assuming the validity of the FY 2009 estimates. It yielded:
Tuxable Sales (000)q) = (-11,847,808,000) +30.83 * Employmentg.;,
(t = current year, t-1 = prior year)
For FY 2010, the result: $27,004,747,000 plus or minus $5,213,148,000 with 99% confidence.

Exhibit 4 shows the variables, the actual and estimated retail sales and amount of error for each
past year as well as the predictions for FY 2009 and FY 2010:

1. Block #1 of Exhibit 4 shows Inland Empire Wage & Salary data. Note each row shows
data lagged by one year.

2. Block #2 shows the history of Riverside County taxable sales taken from Exhibit 3.
Block #3 shows the annual fiscal year of Riverside County Retail Sales estimates from
the model for FY 1984 to FY 2010.

Economies & Politics, Inc. F-7 1/25/09



Attachment F

WHAT ARE THE RETAIL SALES FORECASTS FOR FY 2009 & FY 2010?

At the bottom of Block #2 of Exhibit 4, estimates are shown for taxable sales in FY 2009 at
$26,089,676,000 and FY 2010 at $24,919,487.000. They were derived as follows:

1.

As indicated, for FY 2009, the model yielded an estimate of Riverside County ‘sretail
sales at $28,670,295,000 + $5,162,239,000. As indicated above, the county’s deepening
recession is having a commensurate impact on retail sales. Thus, the actual estimate was
made deducting 50% of the lower range or $2,581,119,000. This yielded the forecast of
$26,089.676,000 for FY 2009 Riverside County’s taxable sales, a —7.3% decline from
FY 2008.

TECHNICAL DATA ON MODEL

The R? was 95.0%. Using the t-statistic, with 24 degrees of freedom,
there was a 99% chance that employment lagged one year was statisti-

cally significant in predicting the retail sales level. An F test showed
the correlation was very highly significant (0. /% level). With a stan-
dard error of $1,839,059,000, and 23 degrees of freedom, 99% confi-
dence was found at + $5,162,239,000 using a student t value of 2.807.

In FY 2010, the model was rerun assuming the accuracy of the FY 2009 estimate. It
yielded an estimate of $27,004,747,000 + $5,213,148,000. The analyst believes that dur-
ing FY 2010, the county will be in the housing crisis but with the end in sight. For this
reason, 40% of the lower range or $2,085,259,000 was deducted. This yielded the fore-
cast of $24,919,487,000 for FY 2010 Riverside County taxable sales, a —4.5% decrease
over the FY 2009 forecast.

DOES DATA EXIST THAT GIVES INSIGHT INTO HOW WELL FY 2008 RIVERSIDE
COUNTY TAXABLE SALES MAY PERFORM?

There is, as yet, one quarter’s data available on FY 2009 for Riverside County. The Riverside
County Transportation Commission shows revenue from that period off -8.7%. Meanwhile,
Graph 1 shows that Riverside County can no longer expect to outperform the state (Graph 1):

In 2nd quarter 2007: California’s growth was +0.9%; Riverside County’s rate was --3.9%.
In 3™ quarter 2007: California’s decline was —1.9%; the county’s rate was —35.5%.

In 4° quarter 2007: California’s decline was —1.2%, the county’s rate was —11.6% accord-
ing to data from the Riverside County Transportation Commission.

In 1* quarter 2008, California’s decline was —3.7%; the county’s rate was slightly better
at —3.4% (RCTC).

In 2™ quarter 2008, California’s decline was —2.3%; the county’s was —7.6% (RCTC).

The recent weak performance by the county reflects the fact that the Inland Empire’s economic
base is heavily dependent upon construction money flowing into the region.

Economics & Politics, Inc. F-8 1/25/09




Attachment F

Graph A.-Taxable Sales Growth Rates

Quarterly, California & Riverside County, 1992-2008
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HOW DO COUNTYWIDE TAXABLE SALES RELATE TO RIVERSIDE COUNTY
GOVERNMENT REVENUES?

These taxable sales forecasts are the basis for determining the total amount of money that all ju-
risdictions in Riverside County will collect in FY 2009 and FY 2010, However, they are only a
guide to how much any single jurisdiction such as Riverside County will collect. In fact, taxable
collections in the unincorporated areas have under and over-performed countywide growth. They
had grown much faster than countywide growth in recent years (Exhibit 5). This reversed in FY
2007 as the housing lull had a disproportionately strong impact on unincorporated area retail
sales primarily due to the loss of building material sales. However, it reversed again in FY 2008
primarily because very strong merchandise sales in unincorporated Riverside County overcame
reductions in building materials and the industrial group.

Year Countywide County Government Percent Difference Multiple

FY 99 10.9% 9.0% -2.0% 0.82
FY 00 15.5% 12.5% -3.0% 0.81
FY 01 10.4% 11.4% 1.0% 1.10
FY 02 7.2% 1.5% -5.7% 020
FY 03 7.7% 9.0% 1.3% 1.17
FY 04 13.2% 16.7% 3.4% 1.26
FY 03 14.2% 21.1% 6.9% 1.49
FY 06 11.2% 20.0% 8.8% 1.79
FY 07 2.0% -0.8% 2.8% -0.38
FY 08 6.1% 8.9% 14.7% 1.46

Source: CA Board of Equalization, Hinderliter de LLamas

Given the wide variation, it has been the practice to assume that the countywide and county gov-
ernment taxable sales growth would be approximately the same. This convention is used for the
county government forecasts of retail sales revenue growth of —7.3% for FY 2009 and —4.5% for
FY 2010 (footnotes: Exhibit 7, next section). Note that FY 2009s first quarter (second quarter
sales in FY 2008) showed a decline of -9.7% from that period of the prior year.
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UNINCORPORATED RIVERSIDE COUNTY
SALES TAX REVENUE, FY 2009 & FY 2010

SUMMARY

1.

FY 2008 revenue from unincorporated area taxable sales, exclusive of county &
state pool funds, was $37,739.553, up 8.9% from FY 2007. The forecast was for
$34,936,692. The forecast error was $2,802,591 (8.0%). Another $3,535,450 came from
county & state pools. The estimate was 34,017,751, The main error occurred because of
what appeared to be a one time discount general merchandise stores leap in unincorpo-
rated Riverside County from FY 2007-FY 2008. This overcame a steep decline in build-
ing material sales (-81.4 million) and industrial sales (-3428 million).

FY 2009 revenue from unincorporated area taxable sales, exclusive of county &
state pool funds, is forecasted to be $32,129.527, down =7.3%. The original long term
estimate for the fiscal year was $35,880,260. The lower anticipated FY 2009 revenues
are the result of the expectation of a continuation of the severe recession now affecting
Riverside County. The growth slowdown is estimated to equal the anticipated county-
wide reduction of ~7.3% in FY 2009. Another $3,212,953 is forecasted for the county &
state pools which recently dropped from a long term average of 11.5% of county reve-
nues to 9.4%. A 10.0% factor was assumed here.

FY 2010 revenue from unincorporated area taxable sales, exclusive of county &
state pool funds, is forecasted to be $30,683,699, down —4.5%. The estimate is equal
to the anticipated countywide decline of —4.5% in FY 2010. Another $3,068,370 is ex-
pected from the county & state pools using the 10.0% factor relative to county revenues.
This weak period is forecasted as the recession is expected to linger. The forecast will
need to change if the massive stimulus package proposed by President Obama is effec-
tive.

ANALYSIS

These conclusions were developed based upon the considerations below. Again, in reviewing the
analysis, it is important to remember that the U.S. government is considering the largest stimulus
package since the huge deficit budgets of World War II. If this strategy is successful, it should
brighten the picture reviewed here.

HOW HAS UNINCORPORATED RIVERSIDE COUNTY’S SALES TAX REVENUE
CHANGED SINCE FY 2001?

Exhibit 6 shows unincorporated Riverside County’s sales tax revenue since FY 2001, exclusive
of state & county pool funds. The data come from Hinderliter, de LLamas & Associates and are
based on California State Board of Equalization reports.
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NOTE: FY 2008 is made up of Quarters 3-4 of 2007 and Quarters 1-2 of 2008. However,
since taxes are not collected until the quarter after sales occur, the actual period of
sales for FY 2008 are Quarters 2-3-4 of 2007 and Quarter 1 of 2008 (dpril {, 2007-
March 31, 2008).

Dt © aXanle Sales Reve e, Rive de CO arporated z ¥ () D08
Retail Sector FY 01 FY 02 FY 03 FY 04 FY 03 FY 06 FY 07 FY 08 FY 07-08 Change
Apparel Stores 1,721,934 1,776,000 1,994,810 2,387,037 | 2,928,941 3,038,506 | 3,432,941 3,680,010 247 069 7.2%
Gn. Merchandise 635,677 642,437 729,304 903,557 | 1,468,671 1,300,278 | 1,368,047 | 5,311,739 3,943,602 288.3%
Specialty Stores 898,210 902,009 ( 1,027.465| 1,002,307 1,312,344 1,459,304 1,592,810 1,723375 130,565 8.2%
Food Stores 1,692,639 1,774,434 2020845] 1,977,572] 2,156,264| 2485178] 2,669,047 3,037,006 367,959 13.8%
Eating & Drink 1,381,903 1,504,414 1,534,785 1,764,595 2,034,384| 2,339,940| 2398640! 2465593 66,953 2.8%
Building Related 5,032,261 4,983,595 5434705 6,588,940 9,261,654 11,239,690 10,136,462 8,655084] (1,481 378)| -14.6%
Vehicle 4,284,236 | 4,115319{ 4,731,408] 5,410,138| 5,355,287 | 7,970,182 8,301,568 8,172,517 (129,051) -1.6%
Personal Service 825,903 827,154 BG7,458 999,789 1,168,119| 1,352,097| 1,686,067 1,518,867 (167,200)| -2.9%
Industrial 1,689,199 1,946,801 2,009,383 2104447 2155667 2,557,138 2588813 2160665| (428,148)| -16.5%
Other 358,191 300,351 220,404 843,963 214,423| 1,092,385 448 564 979,015 530,451 118.3%
Part Time 59,476 55,313 51,628 47,049 48,855 46,930 36,724 32,540 (4,188)] -11.4%
State Adjust. 50,603 74,286 (26,794) {2,523) 1,066 40,741 0 3,142 3142 NA
TOTAL $18,631,230 | $18,902,114 | $20,595,502 | $24,026,870 | $29,105,575 | $34,922,379 | $34,669,684 | $37,739,663{ $3,079,869 8.9%
Unincorporated 11.4% 1.5% 9.0% 16.7% 211% 20.0% -0.8% 8.9%
Full County 10.4% 7.2% 7.7% 12.0% 16.3% 11.2% 2.0% 6.1%
Notes: 1. Forecast at percentages of Riverside Co. growth forecasis: 100.0% -1.3% 100.0% | 4.5%
2. Forecasts: FY 2009: |  $32,129,627 | -7.3% | FY 2010: | $30,683,699 | 4.5%

Source: Hinderliter, de LLamas & Associate, CA State Board of Equalization, Footnotes by Economics & Politics, Inc.

WHAT ARE THE FY 08 & FY 09 UNINCORPORATED SALES TAX FORECASTS?

In the footnotes to Exhibit 6, forecasts of Riverside County sales tax revenues, exclusive of state
and county pool funds, are made for FY 09 & FY 10. The growth is assumed to occur at the
same rate as countywide retail sales taxes. Thus, the rates are: FY 09 = -7.3% and FY 10 =
4.5%. For a while, the county government’s sales taxes had tended to outgrown the countywide
retail sales rate. However, going forward that advantage is assumed to be lost as the economy
sinks deeper into recession.

1.

The county government sales tax revenue estimate for FY 2009 is thus forecasted as

=1.3% below the $37,739,553 in FY 2008, or $32,129,527. In addition, the county will
receive an estimated $3,212,953 in county and state pool funds for a total of $35,342,480.
These pools had run at 11.5% of locally generated funds but that fell to 9.4% in FY 2008.

it is assumed at 10.0% here.

County government’s sales tax revenue estimate for FY 2010 is forecasted at —4.5% be-

low the $32,129,527 estimated for FY 2009 or $30,683,699. Also at 10%, the county will
receive an estimated $3,068,370 in county and state pool funds for a $33,372,069 total.
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WHAT ARE THE MOST RECENT QUARTERLY

UNINCORPORATED SALES TAXES?

Attachment F

Exhibit 7 presents data on unincorporated sales tax collections for the most recent five quarters.
For FY 2008, while county retail tax revenue was up 8.9%., the table shows that quarterly growth
were mostly about equal to the same quarters of the prior year, except for one odd period:

L. In the first quarter relevant to FY 2008 (dpril 1, 2007 to June 30, 2007), unincorporated

sales tax revenues grew 2.9% from the same period of FY 2007.

2. In FY 2008's second relevant quarter (July I, 2007 to September 30, 2007), revenues
grew soared 33.1% from that quarter of 2007 due to an odd increase in a single sector.

3. InTY 2008’s third relevant quarter (October 1, 2007 to December 31, 2007), unincorpo-

rated sales tax revenues were below that period of the prior year by —1.1%.

4. Interestingly, in FY 2008’s fourth relevant quarter (January I, 2008 to March 31, 2008),
unincorporated retail sales tax revenues were 0.9% above that period of the prior year.

Importantly, in the early part of FY 2009, the county’s retail collections slowed:
5. In the first quarter relevant to FY 2009 (A4pril 1, 2008 to June 30, 2008), unincorporated

ales tax revenues were —9.7% below the same period of FY 2008.

Riverside County Unincorporated, By Quarter

xhibit 7.-Taxable Retail Sales Revenue, FY 2008 — FY 2009

FY 2008 FY 2009
When Sales Occurred: 1-07 2-07 307 4-07 1-08 2-08
When Revenues Affected: 2nd 3rd 4th 1st 2nd 3rd
Apparel Stores Group 957,934 820,629 1,106,083 841,376 911,922 836,149
General Merchandise Group 336,555 574,502 3,534,066 570,933 632,238 579,370
Specialty Stores Group 425,044 449 832 452,248 389,660 421,635 484,788
Food Stores 698,108 769,767 614,306 782,769 870,164 774,110
Eating & Drinking Group 504,243 601,749 587,327 635,321 631,195 757.076
Building Related Group 2,414,128 2,401,348 2,133,006 2,156,393 1,964,337 1,753,838
Vehicle Group 2,041,759 2,022,687 1,858,415 2,073,292 2,218,122 2,023,376
Personal Service Group 437,564 384,123 342 355 345,029 447 360 321,494
Industrial Group 698,264 572,022 523,377 470,601 594,665 579,063
Other 119,990 532,843 214,848 105,672 125,652 135614
Part Time Permitees 9,074 7.237 11,134 6,717 7,451 8,914
State Adjust & Rounding 0 355 1,616 1,024 148 493l
TOTAL 8,742,662 9,137,005 | 11,388,731 8,388,788 8,824,889 8,252,285
% Change from prior FY 7.0% 2.9% 33.1% 1.1% 0.9% 08.7%

Source: CA State Board of Equalization, Hinderliter, de LLamas & Associates
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ASSESSED VALUATION ESTIMATE

RIVERSIDE COUNTY, FY 2010
By John E. Husing, Ph.D.

SUMMARY

1. Riverside County Fiscal Year 2009 assessed valuation was $233.7 billion, up $2.6 bil-
lion from $231.1 billion in FY 2008 (1.1%). Economics & Politics, Inc.’s estimate for
FY 2008 was $240.5 billion (4.0%). The forecast error was $6.8 billion too high or 2.8%.
Fundamentally, the overestimate occurred because the deduction for Proposition 8 was
estimated at $7.0 billion when the actual deduction was $16.2 billion as the market dete-
riorated substantially after the estimates were made.

2. FY 2010 assessed valuation is forecasted at $220.4 billion, down -$13.3 billion from
FY 2009 or -5.7%.

Riverside County’s real estate markets have weakened considerably due to the severe
downturn occurring in the housing industry. Residential sales have weakened and home
values have decline substantially. Industrial leasing has also fallen with the decline in
import activities at the ports of Los Angeles and Long Beach. Office market leasing has
begun to decline with the withdrawal of escrow, title, home insurance and construction
headquarters operations.

This forecast was made assuming about 66% of an estimated 100,000 reappraisal and
29% of 14,000 newly permitted work was put on the books by December 24, 2008. Last
year, by December 22, 2007, those figures were respectively 60% of 80,000 and 67% of
28,000. Thus, the number of properties to be revalued after December 24" is roughly the
same as last year. Last year, at mid-year, the assessment roll had increased $8.3 billion by
mid-year from these two sources with $6.8 billion added afterward. This year, at mid-
year, it had decreased $1.0 billion from these two sources with an addition decrease of
$1.0 billion anticipated from the additional appraisal work. Meanwhile, it was assumed
that the downturn would cause Prop 8 revaluations of an additional $14.3 billion
taking the cumulative total to $30.5 billion. There is no downward adjustment to the
2% increase allowed on parcels subject to Proposition 13 since California inflation was
well above 2%.

ANALYSIS

For FY 2010, Riverside County’s assessed valuation is forecasted to change by $13,319,367,088
(-3.7%) to reach $220,386,781,619. As a result, assessed valuation will have only the second
percentage decline since 1986, the other being in FY 1997 (-0.9%) (Exhibits 8-9). [Note: This
does not include the personal property change which is annually a small part of the shift.]
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Exhibit 8.-Assessed Valuation, FY 86 to FY 2010e
Riverside County, Fiscal Year
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This outcome is forecasted based upon the gains from increases in valuation due to changes of
ownership and reappraisals plus new construction, a full 2.0% Prop 13 adjustment on 67% of
Riverside County’s properties, no change in business fixtures valuations, and a $14.2 billion up-
ward shift in the Prop 8 adjustment to $30.5 billion. Below, the detailed calculations are outlined.

Exhibit 9.-Assessed Valuation Growth, FY 1986 TO FY 2010e

Fiscal Year Date Land Siructures Total Change %Change
FY86 07/01/85 10,370,679,230 16,617,241,727 $26,987,920,957 $3,191,571,000 13.4%
FY87 07/01/86 11,519,495, 788 18,765,081,988 30,284,577,776 3,296,656,819 12.2%
FY88 07/01/87 13,219,728,694 21,786,972,156 356,006,700,850 4,722,123,074 15.6%
FY89% 07/01/88 15,002,752,218 24,515,246,334 39,517,998,550 4,511,297.700 12.9%
FY%0 67/01/89 17,609,382 949 28,302,126,908 46,911,509,857 7,393,511,307 18.7%
FY91 07/01/90 21,820,061,995 34,945,187.611 56,765,249,606 9,853,739,749 21.0%
Fy92 07/01/91 24,639,885,741 39,091,910,428 63,731,796,170 6,966,546,564 12.3%
FY93 07/01/92 26,111,965,577 41,716,605,229 67,828,570,806 4,096,774,636 6.4%
FY9%4 07/01/93 27,091,217,872 43,217,810,618 70,309,028,490 2,480,457 684 37%
FY95 07/01/94 7,156,125,625 43,352,238,815 70,508,364,440 199,335,950 0.3%
FY% 07/01/95 27,028,211,924 43,595,485,755 70,627,697.679 119,333,239 0.2%
FY97 07/81/96 26,539,556,675 43,438,107,342 69,874 664,017 (653,033,662) -0.9%
FY98 07/01/97 26,604,125,285 44 580,146,245 71,184,274,530 1,209,607,513 1.7%
FY99 07/01/98 26,354,678,254 45,502,640,195 71,857,318,449 673,046,919 0.9%

FY2000 07/01/99 27.570,773,518 48,622,740,269 76,193,513,787 4,336,195,338 6.0%
FY2001 07/01/40 29,652,673,690 54,510,507,750 84,163,081,440 7,960,567,653 10.5%
FY2002 07/01/41 32,043,484 668 61,013,239,173 93,056,723,841 8,893,642,401 10.6%
FY2003 67/01/02 35,014,544 283 69,219,621,221 104,234,165,504 11,177,441,663 12.0%
FY2004 @7/01/03 38,469,436,701 78,067,384,039 116,536,820,740 12,302,655,236 11.8%
FY2005 47/01/04 43,783,004,202 89,743,266,172 133,526,350,374 16,989,529,634 14.6%
FY 2006 07/01/05 52,383,421,211 108,106,474,744 160,489,895,955 26,963,545,581 20.2%
FY 2007 07/01/2006 66,060,463,091 131,747,869,869 197 808,332,960 37,318,437,005 23.3%
FY 2008 07/61/2067 76,838,721,323]  154,308,467,223 231,147,188,546) 33,338,855,586 16.9%
FY 2009 07/411/2008 82,800,159,346] 150,905,989,361 233,706,148,707 2,558,860,161 1.1%
FY 2010e 220,386,781,619| (13,319,367,088) 5.7%
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1. Riverside County’s prior year assessed valuation, FY 2009, was $233,706,148,707. This
amount is divided into valuation categories in Exhibit 10.

Exhibit 10.-Assessed Valuation by Category

Riverside County, FY 2009

Type of Property Assessed Value
Land 149,933,163,647
Structures 898,037,635
Business Fixtures 74,798,079
Trees & Vines 150,805,989, 361
TOTAL FY 2009 233,706,148,707

Source: Riverside County Assessor’s Office

2. In the Assessor’s Office’s work flow, three adjustments are made to the prior year’s as-
sessed value to get the starting point for the new Fiscal Yeat’s valuation (Exhibit 11):

A. The business fixture assessment is deducted. The entire amount is re-estimated dur-
ing the spring of the next calendar year. This deduction was $898,037,635.

B. Prior Fiscal Year’s remaining Prop 8 deduction is added back into the base. This was
$16,245,114,324.

C. Properties unaffected by the Prop 8 deduction are increased 2.0% for the annual
Proposition 13 adjustment. This year, about 67% of parcels (less the fixture valua-
tion) were assumed involved. The 2% increase is estimated at $3,108,883,699.

The starting point for estimating the FY 2010 assessed valuation is $252,162,109,095.

Exhibit 11.-Initial Adjustments to Assessed Valuation

Riverside County, FY 2010

Adjushnents Assessed Valne

FY 2009 Assessed Value 233,706,148,707
Deduct Fixtures 888,037,635
232,808,111,072

Add back Cumulative Prop 8 16,245,114,324
249,053,225,396

Add Prop 13 (67% of parcels) 3,108,883,699
FY 2010 Initial Valuation 252,162,109,095

3. Starting on July 1* of each new Fiscal Year, the Assessor’s office begins altering the as-
sessment roll to allow for valuation changes from properties with changes in ownership
and new construction. By December 31, 2007, this work had caused the Riverside
County assessment roll to rise above its starting point. Excluding business fixtures
($37,480), valuation went from $252,162,109,095 in Exhibit 11 to $251,120,368,421 (not
shown), a change of -$1,041,780,674. When all work is completed, FY 2010 reappraisals
are expected to fall an equal amount with the total reduction from this source from the FY
2009 level of - $2,083,561,347. The logic behind this prediction is:

A. According to Exhibit 12, it is estimated that the FY 2010 assessed valuation will be
impacted by 100,000 reappraisals due to ownership changes, up 23.8% from FY
2009. Of these, 66,000 or 66% were completed as of December 31%. Last year,
59.5% was completed by December 6™ (see Exhibit 12).
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Exhibit 12.-Change Of Ownership Reappraisal Work Completed For FY 2009

FY 2009 FY 2008
Report Estimaied Percent Report Estimated Percent
Date Annual Year to Date Complete Date Annual Year to Date Complete
100,000 80,769
11/21/2008 100,000 48,022 48.0% 80,769
12/24/2008 100,000 66,000 66.0% | 12/06/2007 80,769 48,022 §9.5%

B. According to Exhibit 13, it is estimated that the FY 2010 assessed valuation will be
impacted by just 14,000 reappraisals due to new construction or refurbishing, down
50.6% from FY 2009. Of these, 4,060 were completed as of December 24™ or 29%.
Last year, 67.7% were completed by December 6™,

FY 2009

Report
Date

Estimated
Annual

Year to Date

Percent
Complete

Report
Date

Estimated
Annaual

Year to Date

Percent
Complete

1112172008
12/24/2008

14,000
14,000
14,000

4,060

29.0%

1210612007

28,352
28,352
28,352

19,187

67.7%

C.

Economics & Politics, Inc. F-16

Combining Exhibits 12 & 13, Riverside County expected that the FY 2009 assessed
valuation to be impacted by the reappraisal of 114,000 parcels with either ownership
changes or new construction. The figure last year was 109,121 so the estimated num-
ber represents a —4.5% downward adjustment in the volume of parcels to be consid-
ered. Given that estimate, Steps #A and #B showed that 70,060 or 61.5% were com-
pleted by December 24, 2008 (last year the figure was 61.6% by December ™).

With an estimated 61.5% of the work on reappraisals completed, Riverside County’s
FY 2010 assessed valuation base decreased by -$1,041,780,674.

With 61.5% of the reappraisal work completed, there is 38.5% left to be completed
for FY 2010. If the valuation continued changing in proportion to what had been
done, it would decrease another 38.5% or $653,380571,559. However, it is assumed
here that the continuing decline in property values will cause the figure to be another
decline of -$1,041,780,674 (Exhibit 14). That conservative assumption is in keeping
with the recent tendency for calculations to underestimate the size of shifts in the sec-
ond half of the assessment work,

This would bring the total change in valuation to - $2,083,561,347 (Exhibit 14 line 2).
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Adjustments Assessed Value
FY 2009 Valuation 233,706,148,707
add Change from Reappraisals ($2,083,561,347)
231,622,587,360

add Prop 13 (deduction made: 2.0% allowed) 3,108,883,692
234 731,471,058

add Change in Business Fixture Valuation (2.5%) (89,803,764)
234 641,667,295

decrease from additional Prop 8 (14,254,885 ,676)
FY 2010 Assessed Valuation (estimate) 220,386,781,619
FY 2009 Assessed Valuation 233,706,148,707
Change (13,319,367,088)
Percent Change -5.7%

4. For FY 2010, Riverside County’s assessed valuation figure will not require a second ad-
Justment due to California’s inflation rate. In 2008, prices in California rose far over the
2.0% pace that is the upward limit for adjusting property values under Proposition 13.
The full §3,108,883,699 estimated increase in the rolt will thus apply to FY 2010.

5. Riverside County’s assessed valuation has not been helped by changes in its fixture
valuation. In FY 2009, the fixture valuation went from $901,300,558 to $898,037,635, a
decrease of $3,262,923 or —0.4%. For FY 2010, it is assumed that the number will fall by
—10.% to $808,233,872, or -$89,803.764 change in the fixture valuation.

6. Finally, it is estimated that by the beginning of FY 2010, the increase in Prop 8 reapprais-
als in Riverside County will be $14,254,885,676, the deduction for this change is the re-
sult of the housing market’s serious difficulties due to foreclosures dominating sales.

7. In Exhibit 14, it is estimated that the assumptions outlined above will result in a FY 2010
assessed valuation of $220,386,781.,619, a change of -$13,319,367,088 (-5.7%) from FY
2009. This 1s the worst performance for assessed valuation prior to 1980.

Exhibit 15.- Elements of Assessed Valuation Change, FY 2009 ‘

Categories Adjustments Share

Reappraisals (2,083,561,347) 15.6%

Prop 13 (2%) 3,108,883,699

deduct Prop 13 under 2% 0
Net Prop 13 Increase 3,108,883,699 -23.3%
Fixture Valvation Change (89,803,764) 0.7%
Prop 8 Change (shrinkage) (14,254,885 ,676) 107.0%
FY 2009 Net Change {$13,319,367,088) 100.0%

8. In Exhibit 15, the range of factors that resulted in the - 13,319,367,088 (-5.7%) change in
valuation between FY 2009 and FY 2010 are detailed.
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SECONDARY INFORMATION

Riverside County’s net Assessed Valuation change in FY 2010 is estimated at -$13.319.367,088
(=5.7%) over FY 2009. The absolute decrease will be likely the highest in the county’s history.
The rate of decrease of —5.7% will be first time since 1980, the other being FY 1997 (-0.9%), that

the assessed valuation has fallen. Secondary information on Riverside County’s real estate sup-
ports this forecast.

Exhibit 16.-Existing & New Homes Sales, Riverside County
Seasonally Adjusted, By quarter, 1988-2008
=
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A. Home Sales. Riverside County’s new and existing home sales were a seasonally adjusted
record of 17,692 units in 4™ quarter 2005, They began plunging, reaching a low of 6,864
units in 4™ quarter 2007. At that point, foreclosure sales began in earnest causing volume
to jump, reaching 11,365 seasonally adjusted units by 3™ quarter 2008 (Exhibit 16).
However, 65% to 70% of those sales were foreclosure sales. This is bringing down the
comparables used for assessing homes and causing Prop 8 adjustments to soar.

Exhibit 17.-Price Trends, Median New & Existing Homes
Riverside County, 1988-2008, Quarterly $4298,203

Sousce: DataQuick
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B. Home Prices. Riverside County’s new and existing homes reached a median price of
$428,293 in 3" quarter 2006. Since then, the median fell to $247,913 by 3™ quarter 2008.
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Prices were down 42.1% in this two year period (Exhibit 17). The median new home
price was $318,250 in 39 quarter 2008 with volume of just 1,857 units. As these new
homes were added to the assessment roll, they caused it to rise but by much less per unit
than in recent years. Existing homes were at a median of $235,000 in third quarter 2008.
With foreclosures making up over 65% of these units, they are the comparables that are
causing the Prop 8 downward adjustment to the county’s assessed valuation roll.

Exhibit 18.-Single Family Residential Permits

Riverside County, 1990-2008

20,478 29,994

6,976 7607 7012 7,690 ¢ 405 7021

)
F&F &L PSS s

2008 is based upon three quarters & historic trend
Source: Construction Industry Research Board, Economics & Politics, inc.

. Permits. Looking ahead, single family permits in Riverside County have plunged from a

high of 29,994 in 2005 to just 3,809 in 2008, down —87.3% (Exhibit 18). Essentially, the
new home market is shutting down and new value put onto the roll from new units is
evaporating. At the same time, total value of both residential and non-residential permits
fell from $8.1 billion in 2005 to $2.6 billion in 2008, down -$5.5 billion or —68.2% (Ex-
hibit 19). The slowdown is extending beyond just the residential sector.

Exhibit 19.-Total Building Permit Valuation

Riverside County, 1990-2008 (hillions)
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Source: Comstruction Industry Research Board, Economics & Politics, Inc.
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D. Industrial Real Estate. For several consecutive quarters, the Inland Empire’s industrial
markets have seen gross absorption stabilized at about 20.0 million square feet. However
by third quarter 2008, that has fallen to 12.6 million square feet (Exhibit 20).

Exhibit 20.-industriat Space Gross Absorption
Inland Empire, 1981-2008 (moving 4-quarter total)
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Source; Grubb & Ellis & Economics & Pelitics, Inc.

The slowing has occurred because import volumes at the ports of Los Angeles and Long
Beach have fallen dramatically. Where imports grew by 934,000 containers in 2006, they
fell by -59,000 in 2007 and -747,000 in 2008. This impacts Riverside County’s industrial
market as most of its industrial growth is from handling imported containers (Exhibit 21).

Exhibit 21.-Growth of Imported & Exported Containers
Ports of Los Angeles-Lang Beach, 1998-2008 (000)

(747}
1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008

Source: Port lmport Export Reporting Service (PIERS), collected from Vessel

Inland industrial construction is still occurring (/2.6 million square feet in September
2008) and Riverside County’s share will add to its assessed valuation. However, lease
rates and values of all industrial property will fall because vacancy rates are rising:

» The Inland Empire’s vacancy rate reached 8.6% in September 2008, up from 2.8%
in first quarter 2006. It will go higher with lease rates falling and affecting the
value of industrial real estate in the region.

¢ In the March JPA area, where Riverside County’s newest activity is occurring, the
rate reached 23.0% in third quarter 2008. This is the space that will have the
greatest problem in the next one or two years.

There are three difficulties driving this problem. First, the U.S. recession has slowed im-
ports. Second, the dollar is worth 17.2% less versus international currencies today than at
its peak in 2002. This means imports are more expensive for us. Third, the Clean Truck
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Program at the ports has morphed into an attempt by the Teamsters to organize port driv-
ers. Los Angeles Mayor Viilaraigosa is supporting that effort by requiring drivers to the
Port of Los Angeles to be employees of trucking companics so they can be organized.
The increased fees and that effort at the ports are causing shipping firms to reduce the
cargo that they are bringing to Southern California.

E. Office Real Estate. The Inland Empire’s office market has weakened dramatically in
2008. While firms are finding it difficult to serve inland clients from their coastal loca-
tions, the affect of their migration inland has been more than blunted by the loss of de-
mand for office space by firms related to the construction industry. This includes firms
involved in housing finance, escrow, title and insurance as well as development firms.
The sudden weakness is seen in the dramatic plunge in net space absorption that peaked
at just under 2.0 million square feet in late 2005 but had fallen to an annual rate of —
327,883 square feet by third quarter 2008 (Exhibit 22).

Exhibit 22.-Office Net Space Absorption

Moving 4-quarters, Inland Empire, 1991-2008
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As a result, the Inland Empire’s vacancy rate has reached 19.9%. In early 2007, it was 7.3%,
third lowest in the U.S. The absorption slowdown along with accelerated new construction
created this change with 1.6 million square feet still being built in 3™ quarter 2008 with va-
cancies potentially reaching 25%. Riverside County’s share of this space will add to its as-
sessed valuation. However, the value of all office space will likely fall as lease rates decline.

Exhibit 23.-Office Vacancy Rate
Inland Empire, 1891-2008
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Economics & Politics, Inc.

961 Creek View Lane
Redlands, CA 92373
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(909) 748-0620 Fax

ichni@johnhusing.com

DMV MOTOR VEHICLE
LICENSE FEE SUBVENTION: FY 2008 TO FY 2010

Starting in FY 2005, the conventional Motor Vehicle License Fee (MVLF) program no longer
exists for counties. It has been replaced by the “triple flip”. In this process, the state authorizes
county auditors to pay counties from the property tax funds flowing into the Educational
Revenue Augmentation Fund (ERAF) by an amount equal to what counties would be due under
the 2% formula for the MVLF. The payments are due on January 31% and May 31%. In
exchange, the state will pay the equivalent amount to the school districts to make up for this
amount. Since FY 2006, the county payments are mandated to grow or shrink at the same rate
as its assessed valuation growth. This is anticipated at —5.7% in FY 2010.

FY 2007-2008

In FY 2008, the basis for Riverside County’s payments will be:

e FY 2006-2007 Payment Basis $187,559.,010
This amount will be increased by the gross taxable assessed valuation increase:

s Percent Change 16.85%

e Additional Base: $187,559,010 X 16.85% = $31,611,422

FY 2007-2008 Payment Due $219,170.432

These payments will be made due Riverside County’s general fund in two payments:

¢ January 31, 2008 $109,585,216

+« May 31, 2008 $109,585,216
Estimate Made in January 2006: $216.598,879
Error -$2,571,553
Error Percentage -1.19%

Payment each $109,585,216 NOT the forecasted $108,299,438

Error made as Assessed Valuation increase was more than forecast of 15.48%
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FY 2008-2009
In FY 2009, the starting point for the basis for Riverside County’s payments will be:
e [Y 2007-2008 Payment Basis $219.170.432
This amount will be increased by the gross taxable assessed valuation increase:
¢ Percent Change 1.1%
s Additional Base: $219,170,432 X 1.1% = $2,426,369
e FY 2008-2009 Payment Due $221,596.801
These payments will be made due Riverside County’s general fund in two payments:
e January 31, 2009 $110,798,401
o May 31, 2009 $110,798.401
Estimate Made in January 2007: $228.014,485
Error -$6,417,684
Error Percentage -2.81%

Payment each $110,798,401 NOT the forecasted $114,007,243

Error made as Assessed Valuation increase was less than forecast of 4.00%

FY 2009-2010
In FY 2010, the starting point for the basis for Riverside County’s payments will be
e FY 2008-2009 Payment Basis $221,596,801
This amount will be decreased by the gross taxable assessed valuation increase:
¢ Percent Change -5.7%
e Additional Base: $219,170,432 X —5.7% = -$12,629,232
» FY 2009-2010 Payment Due $208,967,570
These payments will be made due Riverside County’s general fund in two payments:
s January 31, 2010 $104,483,785
s May 31, 2010 $104,483,785
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