








































































































FY09/10 Budget Outlook
Third Quarter Budget Report
April 28, 2009

ATTACHMENT D

'IREVISED IN ITIIS ENTIRETY*
04/24/09

Department Heads' Plans for FY 09/10
Summarized by Riverside County Executive Office

Although tidbits of good news about the economy have surfaced, there is little chance for
improvement that will significantly help the budget outlook. The assessment roll is
expected to fall 10 percent next year, so our single largest revenue source will be down by
$75 million. Sales tax projections foresee a 10 percent drop as well. The third-quarter
budget report details the many challenges we must face before the current year closes.
Contingency could be exhausted. Over $40 million in reserves already have been tapped
to cover revenue shortfalls, and more could be needed to cover department overruns
within the next two months.

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

Discretionary Revenue
(in $millions)
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In this year's mid-year budget report, the Executive Office summarized departments'
advance budget plans for FY 09/10. These preliminary and general plans focused on
departments' core services and steps necessary to compensate for a 10 percent cut in net
county cost (NCC) and any likely revenue losses.

This report provides an update using budget requests submitted by department heads and
incorporated into the proposed budget, scheduled for Board review on May 4, 2009.

The proposed budget was constructed assuming a modest $10 million beginning balance,
a striking reversal from recent budgets. Also, it was necessary to use about $30 million
from the reserve for economic uncertainty to cover current operations and replenish
contingency. lt is very likely the state will suspend $45 million in Riverside County property
tax to correct its own budget deficit, forcing us to siphon another $45 million from economic
uncertainty.

Discretionary revenue is near 2003 levels and likely to rebound modestly in future years,
but reserves are being depleted rapidly.

Optimistic projections have all Board designations - which includes the reserve for
economic uncertainty - falling from a recent high of $335 million to $90 million within about
14 months. Without departmental spending restraint, designations might be reduced to
zero within two years and reserves could be completely consumed during FY 09/10.

Board Designations
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The economic downturn affects all departments but those effects vary.

Public-protection departments dependent largely on the general fund and its
shrinking discretionary revenue for support. Additionally, four departments (Sheriff,
District Attorney, Fire, and Probation) budgeted almost 9160 million in public safety
sales-tax revenue in FY 08/09. The county expects to receive less than $140 million
this year and less than $130 million next in FY 09/10.
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.
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. Other departments depend, at least in part, on revenue streams that are shrinking
and have been forced to cut costs. Animal Services, Building and Safety, and
Planning already have implemented layoffs. 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 departments
and some outside the general fund fit into this group.

o A third group of departments is most vulnerable and could face the most severe
cuts. Departments in this group, DPSS for example, depend almost completely on
state or federal 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.

Departments had their net county cost (NCC) cut 10 percent. 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 also received the biggest cut.

The chart below shows the expected FY 09/10 cuts.

Department heads in March turned in budget requests that will be presented to the Board
on May 4. Beyond public protection, the need for service cuts and layoffs appears
slightly more moderate than foreseen in the mid-year report. Current-year cost cuts,
earfy retirements and some layoffs have allowed most departments to prepare for a fairly
smooth transition to the new year. Details of service cuts and layoffs follow later in this
report.

FY09/10 NCC & NCC Cuts
(in $millions)
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the Auditor-Controller, Human Resources and the
to cuts in core services. Likely layoffs or important

Public protection as a group has a poor budget outlook compared to the rest ofthe county.
Projected service cuts (closing fire stations and one jail for example) are extreme and
projected layoffs (over 850) are unprecedented.

Given what we know at this time, most departments seem reasonably poised to preserve
core services and meet expected targets. The same can't be said of several public
protection departments. Sheriff, District Attorney and Fire will be forced to cut core
services unless Board-approved budget targets are adjusted. Further economic
deterioration could require further service cuts or layoffs. Our best hope is to leave
department heads wide latitude to make adjustments where necessary.

Department heads' expected adjustments are grouped below into broad categories so that
the Board can appreciate where government programs will be most heavily affected. lt
should be noted again that cost-containment measures implemented during FY 08/09,
have moderated the need for layoffs or severe cuts in most departments.

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
Registrar of Voters could

as
lead

service cuts:
. Limiting County Counsel staff might force the county to contract out for new legal

services.
. Staff and budget limitations in HR will reduce or eliminate services such as the

classification unit, the job-match team, media production and general wellness.
. The Registrar of Voters will cut or eliminate volunteer training, voter outreach,

remote early voting and extended hours.

Department
Animal Control
Ca Children's Services
Child Support Services
Cooperative Extension
District Attorney
Fire
Human Resources-All
Mental Health 48
Office on Aging 4
Planning 24
Public Defender 31

Public Health 25
Sheriff 588
TOTAL 973

't5

5
19
1

110
89
14
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All departments in this group will need to cut costs, typically by reducing supplies and
services and leaving vacant positions unfilled. For some departments, cuts to
personnel and supplies are so substantial that important services will suffer:

. The Assessor/Clerk-Recorder's changes, including reduced staff levels are
mostly driven by falling workloads; the department might need to reduce public
hours or close a satellite office.

. The Auditor Controller will broadly limit the activities of the internal audits group.

. Facilities Management 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. Worsening the
problem, critical department revenue (Prop. 172 money) is declining quickly. A 10
percent cut to some of these departments, such as the Sheriff and District Attorney,
would be unprecedented. Likely layoffs or important service cuts:

. Some other departments, including Child Support, Planning, Public Guardian,
and Animal Services are signaling the need for a total of 60 layoffs.

o Advanced planning and other non-fee-generating activities will effectively cease,
including general plan updates and development ordinance revisions.

. In order to hit the Board's approved target, the Sheriff has signaled the need to
lay off 5BB staff, decrease the patrol ratio, shrink various special units and close
the Smith Correctional Facility.

o The District Attorney will need to lay off an estimated 110 staff to meet its target.
. The Fire Department has indicated it needs to lay off 89 staff and close seven

fire stations and cut or eliminate a variety of services to meet target.
r The Public Defender's office indicates the need to lay off 31 staff and declare the

office unavailable on about 40 percent of its cases.

All departments in this group 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:

. Probation might be able to avoid extensive cuts if the juvenile hall census
remains low and if the department is allowed to use available one-time money.

. Mental Health and Public Guardian will have resources for court-referred cases,
but not adulfprotective services or family referrals.
Animal Services will restrict or eliminate various public services including
enhanced animal adoption, spay/neuter promotions, and the phone center.
The Planning Department anticipates 24layotfs due to the elimination of general
fund support for general plan activity, and the reduction of overhead generated
in deposit base fee revenue, all advance planning and other non-fee generating
activities will effectively cease, including, but not limited to: General plan

lndate; Development Ordinance revisions; Review of adjacent Community
Projects, Neighborhood Preservation Overlays, Legislative review/commeni,
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Public Ways and Facilities

uepartments in this
r"rierv on'ilu";;:"frs^:'? tend to relv little or
contract along with o"3T-9*"l9et""i'r"ii"iti"T 

general-fund support' Many do rely

typicary by dr"reasinluelo-pment'trenJ; ;ll ffi: 
and must be prepared to expand or

oNodepartmu"tq:.Yqpri::"il;;#;'"iT',::'r,'lr1'"t"'"",T":n:#;f,'fJ$:within this group anticipates the neejroiLio#.""','",,.
In most cases departn
cuts or staff redr"tionJ.unt. 

have already adjusted to the economic slowdown with cost. No additional severe cuts are anticipated at this time.
Health and Sanitation

As with generar government, many hearth and sanitation services are vurnerablebecause departments ,ety on senera,r_f;il;pil; Tl"":.;ue;;;;il 
"i:," 

tend to seta tarse portion or their revenu; i'";l# J#."liy. ,vor.", 
19, ;;#;fi;iin',ni, s,.oroto face cuts from both ttre county aniin-""riiiJl'ii'."ry rayoffs or important seryice cuts:' Some departments, inciuoing Meniul' 

-ri"",,t, 
pubric Health and californiaChildren's Services are signaliig if.," n."o'tor. 

" 
total of 76 layoffs.' The cuts and eriminatio" ot r"nt"i r,""rth .services wi, Le widespread andsevere. rhey inctude closins a catneoiai'cit-;;;; Jijlr"i.i,lJi]lrsrams inTemecura and perris ctinicsl cancJtino lr ruou"ing various coniract services,and increasing the waiting time ror treatir*t in ,"it and juvenire facirities.o The cuts and erimination. of .community Hearth services wi, be widespread andsevere. pubric Hearth.wiil eriminate 25 percent 
"r-rr"ir"ii"i orir""'#n .u.nt"and proposes eliminating som-e evening and weekenJ'seri"""]En"uT.n,nunt"r

Health wiil suspend its ilregar-food prog-ram. case processing anJ'";rice" *ilrbe slowed for children with special healih needs.

All departments in this group pran to cut costs, typicaily by decreasing suppries and
services and by leaving vacant positions unfilled. For some departm",it", til 

"rt" 
to

personnel and supplies are so substantial that important services will suffer:

Public Assistance
As with health and sanitation, many public assistance services are vulnerable because
the departments rely on the general fund for support. However, many departments get
much of their revenue from the state and federal governments. it is typical foi a
department in this group to face a small cut from the county and a huge stite cut. The
Economic Development Agency (EDA) is the exception, supported primarily by the
general fund and federal revenue. some departments, including most under the Dpss
umbrella, could face dramatic cuts and layoffs if the state makes unexpectedly large
cuts. on the other hand, DPSS will be able to minimize service and personnel cuts
should the state follow through with current plans. Likely layoffs or important service
cuts:
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. One department, Office on Aging, reports the likely need to reduce staff by four.. Based on a projected 5 percent state reduction, DPSS expects to meet staff
reduction targets through aftrition of 140 or more existing employees.

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

. Changes anticipated by DPSS could reasonably be described as a restructuring.
The department could be forced to make sweeping changes to control costi.
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 stafi.

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

others including lnternal service Funds, Enterprise Funds, and Special Districts. The HR insurance division expects to lay off g internal service fund employees.. changes to services or personnel in this group are generally tied to a decreased
demand for services.

One week after the Board reviews this report, the FY 09/10 budget hearings will officially
begin. lt is expected that the Board - with the concerted effo-rt of depirtment heads,
elected officials, employee groups, and the Executive office - will list impiovements to the
proposed budget. The intent of those changes will be to protect the county,s current and
future viability, spread necessary cuts across the county and protect vital services
(sometimes at the expense of important ones).
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