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A. EXECUTIVE SUMMARY 
 
The medical center’s new executive leadership continues to implement Huron initiatives, 
significantly improving the financial position by pressing to collect non-recurring prior 
year revenues, and through enhanced reimbursements made possible by the Affordable 
Care Act (ACA).  The medical center expects to end with positive net income for the 
current year. 

The Sheriff began FY 14/15 with a projected $46 million budget shortfall stemming from 
negotiated salary and benefits increases, increased staffing levels, and higher internal 
service rates.  The Sheriff reduced that estimate by $16.3 million to $29.7 million.  That 
change is due to higher revenue estimates and revised estimates for overtime, comput-
er lines, aircraft maintenance and utilities for the remainder of the fiscal year.  Likewise, 
the District Attorney now projects a $5.9 million shortfall, down from the $10 million ini-
tially projected.  The Executive Office recommends funding half of each of the deficits 
projected by the Sheriff and the District Attorney to cover labor increases, understand-
ing additional funding may be required if the ongoing efforts of these departments do 
not achieve further savings. 

The Fire Department projects a $3.9 million shortfall due primarily to an anticipated 
$2.6 million increase in labor costs for state firefighters.  The Executive Office recom-
mends funding $2 million for Fire to enable the department to pay most of its obliga-
tions for anticipated labor increases to CalFire.  The remainder of the deficit is for sta-
tion repairs and other capital maintenance, an administrative rate adjustment, training 
costs, and a lease not funded in the final budget.  The department projects this deficit 
might increase by $1.9 million because of shortfalls in receivables owed for current and 
prior year services rendered by the county.   

Although for several years under Board direction the Public Defender attempted to col-
lect registration fees from defendants, actual receipts fell far short of the estimated $1 
million budgeted per year, which results in de facto general fund support at year’s end.  
In addition, the department has additional unanticipated expenses exacerbated by state 
funding shortfalls.  Consequently, the Executive Office recommends funding $1.2 mil-
lion now to recognize the actual net cost to the department borne by the general fund. 

The allocation for court facilities has remained fixed since FY 09/10, in spite of rising 
costs.  At this time, appropriations are exhausted and invoices for mandated services 
remain unpaid.  Consequently, the Executive Office recommends an additional $1.5 
million to cover these current year costs. 

The Board has committed discretionary tax revenue toward specific purposes, including 
revenue sharing agreements with the City of Banning and the March Joint Powers Au-
thority, and the newly established Cabazon Community Revitalization Act Infrastructure 
Fund and Wine Country Infrastructure Fund.  This report includes $1.2 million for these 
commitments, including an additional $120,000 for the City of Banning and $145,000 for 
the March Joint Powers Authority to cover estimated increased revenue sharing obliga-
tions, $715,177 in initial funding for the Cabazon fund and $227,586 for the Wine Coun-
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try fund. 

Among the ongoing challenges the hospital director highlights is significant investment 
needed to upgrade or replace equipment, information technology, and other infrastruc-
ture needs at the medical center.  To address this, the Executive Officer recommends 
terminating the $1.5 million per year commitment to the University of California, River-
side, School of Medicine and investing it instead in the capital needs at the medical cen-
ter. 

The Executive Office also recommends funding $5.2 million in mission-critical, Board-
approved capital improvements that are either under way or in the planning stages. 
They include department relocation costs associated with the East County Detention 
Center construction, shower stall restoration at the Smith correctional facility, the 911 
backup generator for the Alessandro facility. 

The Executive Office recommends revising several revenue estimates at this time to 
acknowledge receiving revenues anticipated to exceed original budget estimates.  This 
includes a $4.6 million net increase in property taxes, $5.5 million in allocation of RDA 
residual assets, $498,000 in unrestricted contractual revenue, and $4.7 million in re-
stricted contractual revenue being released from reserve for the commitment toward the 
UCR medical school.  The Executive Office also recommends transferring $1.2 million 
in general purpose solar payment revenue into the general fund, and appropriating 
$226,647 of the solar payments committed for community benefit for capital improve-
ments at the Lake Tamarisk Club House, leaving a balance of $430,066 committed for 
community benefit 

In summary, this report contains $32.5 million in reductions to contingency and $16.5 
million in increases.  The $16 million net reduction leaves contingency at $12.8 million. 

The significant current year financial challenges above frame substantial future chal-
lenges.  The FY 15/16 budget cycle began in early February when the Board approved 
budget policies and rate packages.  Budget submittals were due from departments 
March 16, and the Executive Office has worked with departments since then to craft the 
recommended budget, which the County Executive Officer will present to the Board on 
June 15.  At that time the Board will be asked to approve the recommended budget to 
provide base spending authority on July 1, and to open budget hearings.  Once the 
year-end results are in, the Executive Office will return to the Board in September with 
final budget recommendations. 

The challenges faced in the FY 15/16 budget cannot be minimized.  Projections indicate 
labor increases to date might leave many departments without much in year-end sav-
ings.  If these projections prove out, there may be little surplus year-end fund balance to 
carry over into next year.  Consequently, in an attempt to glean some year-end savings, 
the County Executive Officer issued a directive on April 23 that subjected purchase of 
services and supplies to Executive Office review and sign-off. 

Next fiscal year, further labor increases go into effect, in addition to pension obligations 
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and internal service rate increases, creating considerable financial strain for depart-
ments.  Unfortunately, discretionary revenues are not keeping pace with these cost in-
creases.  Departments were instructed to submit budgets on target and absorb these 
increases; most were able to comply but not without sacrifice.  Several departments, 
including the Sheriff, District Attorney, and Assessor, have sizeable budget deficits they 
are not able to absorb. The Department of Public Social Services projects caseload 
growth that might require additional funding to meet service demands.  In total, there is 
nearly $127 million in requests for funding over the allocated budget targets that the 
Executive Office is evaluating, of which $65 million, or 52 percent, is attributable to the 
Sheriff’s department.  The Executive Office expects to pare the total down for Board 
consideration at budget hearings in June. 

The Executive Office is working cooperatively with departments to manage these 
challenges.  In the face of these significant factors, it is clear that use of one-time 
funding will be unavoidable to close this fiscal year, and to cover the projected 
funding gap next fiscal year.  However, the Executive Office recognizes this is 
unsustainable, and that ongoing solutions must be implemented to bring the 
budget into structural balance within ongoing revenue sources by FY 16/17.  Giv-
en the scale and magnitude of the cost factors involved, and the fact all depart-
ments have for several years absorbed increases in labor, retirement, and other 
internal costs, it is clear the county cannot cut its way to structural balance.  
Consequently, it will be necessary for the Board to give careful consideration to 
the policy initiatives driving many of these cost increases. 
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B. ECONOMIC OUTLOOK  

GENERAL OUTLOOK 

California Unemployment 
The state’s unadjusted unemployment rate was 6.7 percent in February, down from 7.2 
percent in November.  By contrast, the U.S. unemployment rate was 5.5 percent in 
March, down from 5.8 percent in November.  In March 2015, 464,530 people were re-
ceiving regular unemployment insurance benefits in California, down from 510,919 in 
March 2014, and there were 44,502 new claims for unemployment insurance, down 
from 52,755 in the same period the year before. 

California Employment Trends 
The number of people in California holding non-farm payroll jobs in March increased by 
3.1 percent over the year before.  Total civilian employment in California rose to 17.7 
million.  Ten sectors posted job gains over the year, with construction, professional and 
business services, and leisure and hospitality posting the highest growth.  Only mining 
and logging sectors reflected lost jobs during the preceding year.  The state’s personal 
income increased 4.7 percent during 2014, leading the national increase of 3.9 percent. 

California Real Estate Trends 
Statewide, the pace of home sales decreased 2.4 percent since February 2014, and ex-
isting home prices increased 5.5 percent from February 2014.   

LOCAL OUTLOOK 

Unemployment 
In March, Riverside County’s unemploy-
ment rate declined significantly to 6.6 per-
cent, slightly higher than neighboring San 
Bernardino County’s rate of 6.4 percent.  
This represents a return to Riverside 
County’s historic, non-recessionary peri-
od. The annual average unemployment 
rate was 6.6 percent between 1995 and 
2008.  As of March 2015, Riverside Coun-
ty had a labor force of 1 million, with 
952,900 employed and an estimated 
67,000 unemployed. 
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Assessed Value 
The Assessor estimates that the FY 
15/16 roll will close 5.9 percent higher 
than last year.  This increase can be 
attributed to increased median home 
prices, a 1.998 percent increase in the 
Consumer Price Index on Prop. 13 
properties, new construction activity, 
and properties affected by Prop. 8 be-
ing revalued to current market value 
under Prop. 13. 

 

Recordation Activity 
Fiscal year-to-date document recording 
counts are down slightly; however, activity 
has improved considerably over recent 
months. The Clerk-Recorder projects coun-
ty documentary transfer tax revenues will 
meet budget estimates based on the in-
creasing property values and anticipated 
improvement in home sales.  

Building Permits 
From July 2014 through March 2015 (FY 
14/15), the Building and Safety Department 
issued 9,212 building permits compared to 8,479 for the same period last fiscal year, a 
9 percent increase.  Combined deposit-based fee and flat fee receipts for July 2014 
through March 2015 came in at $6.1 million compared to $6.4 million for the same peri-
od last year, a decrease of $313,917 or 5 percent.  Overall deposit-based fee receipts 

decreased during this period by 13 percent 
while flat fee receipts increased by 25 per-
cent.  This mixed trend of more cases but 
less overall deposit-based fee receipts re-
flects the “solar heavy” nature of cases be-
ing submitted to Building and Safety.  Plan-
ning applications for July through March of 
this fiscal year have increased to 556 com-
pared to 529 for the same period last fiscal 
year.  This increase of 27 cases consists of 
13 minor and 14 major cases.  Even though 
the number of cases taken in has risen, re-
ceipts for July through March of this fiscal 
year have dropped by $157,686.  
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FEDERAL UPDATE 
The House and Senate both approved their respective versions of the FY 2016 Budget 
Resolution.  These budget resolutions set broad parameters for current year federal 
spending, and as a blueprint for long-term spending.  Both versions would balance the 
budget within 10 years, largely at the expense of entitlement programs such as Medi-
caid, Medicare, and the Supplemental Nutrition Assistance Program (SNAP).   

A joint conference committee has been tasked with reconciling the House and Senate 
proposals.  Appropriation sub-committees continue to hold hearings in anticipation of 
drafting the FY 2016 spending bills later in the spring. 

Of particular interest to counties, FY 2016 domestic discretionary spending under both 
budget resolutions adheres to the sequestration caps imposed by the Bipartisan Budget 
Act of 2013.  This would keep FY 2016 spending largely flat for domestic discretionary 
programs.  However, during floor debates, the Senate adopted an amendment to lift 
those caps with unspecified offsets, indicating a bipartisan willingness in the upper 
chamber to negotiate a budget deal to remove or alter sequestration.  

A number of healthcare proposals have been introduced to address reauthorization of 
the Children’s Health Insurance Program, Sustainable Growth Rate, and Medicaid Dis-
proportionate Share Hospital (DSH).  In addition, hearings have been held to address 
industry concerns regarding the 340B Drug Pricing Program. 

MAP-21 reauthorization has been a priority within the House and Senate this session.  
Existing authority under MAP-21 is scheduled to expire on May 31 and another short-
term extension is likely.   

The County received $3.3 million in payments in lieu of taxes (PILT) last year.  Re-
quests were made by our delegation to fully fund the PILT program for the coming year. 

Our state’s delegation also issued a letter supporting full funding for the State Criminal 
Alien Act Assistance Program (SCAAP) in FY 2016, in anticipation of upcoming hear-
ings on the matter.  President Obama proposes once again to eliminate SCAAP, leaving 
Congress to reinstate funding to state and local governments to defray some of the 
costs of incarcerating illegal aliens. 

STATE UPDATE 

State Revenue 
The State Controller recently reported March revenues are $547 million above budget 
projections for the month.  Total revenues for the fiscal year through the end of March 
were $1.5 billion ahead of the Governor’s estimates.  Although its dependence on per-
sonal income taxes makes the state’s fiscal condition particularly vulnerable to econom-
ic downturns, income tax receipts are now driving California’s positive revenue num-
bers.  In March, personal income taxes came in $498 million above monthly estimates, 
corporate taxes were $77 million above monthly estimates, and sales tax receipts were 
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$15 million above monthly estimates. 

For the current fiscal year, total general fund revenue receipts exceeded forecasts by 
$1.5 billion, or 2.1 percent.  Spending is running $672 million above forecasts, or 0.7 
percent above estimates.  The final three months of the fiscal year give reason for both 
optimism and caution. 

Governor’s FY 15/16 Proposed State Budget 
The Governor presented his proposed FY 15/16 budget in January with a focus on fiscal 
discipline.  The legislature’s review of the Governor’s proposals is now under way, with 
each house’s relevant budget subcommittees meeting to review and potentially take ac-
tion on the various proposals. 

The county is actively reviewing the legislative proposals during the committee process, 
with our associations, (California State Association of Counties, Urban Counties Cau-
cus, and others), and our Sacramento based advocates.  The Board will be notified rou-
tinely as issues of county significance arise.  In addition, the Executive Office will coor-
dinate a review of the Governor’s May Revise once it is released in mid-May. 

LAO May Revise Scenarios 
The Legislative Analyst’s Office report issued April 7, 2015, outlines five possible sce-
narios for the May Revise, given the recent surge in state general fund revenues.  The 
report describes the impact of the increased current year general fund revenues to the 
FY 15/16 state budget.  It notes that the surge will boost K-14 school funding largely to 
the exclusion of other items and create a potential scenario under which balancing the 
state budget becomes more difficult in years to come. 

The report indicates that certain revenues, potentially, could grow considerably in the 
near future, and that April 2015 personal income tax revenues will be the key indicator 
for assessing state revenues. 

Higher current year state revenues will require a dollar-for-dollar increase in the Prop. 
98 guarantee.  This higher level creates a new minimum funding level for FY 15/16 that 
is additionally increased, possibly requiring budget adjustments on the non-Prop. 98 
side of the budget. 

The five scenarios outline the effects increased revenues will have on the Prop. 98 
guarantee, the Prop. 2 (rainy day fund) requirements, and the FY 14/15 state budget 
trigger to provide funding for pre-2004 local government mandates.  The bottom line is 
significantly impacted by both the size and type of the revenue gains.  All five scenarios 
result in greater Prop. 2 requirements, meaning the state can pay down more of its debt 
and build up the rainy day fund for future economic downturns.  All five also show addi-
tional revenue available to repay local government mandates beyond the Governor’s 
January budget estimate of $533 million.  In four scenarios, increased revenues result in 
a budget problem requiring cuts to non-Prop. 98 programs. 
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C. THIRD QUARTER ACTIVITY  

DISCRETIONARY REVENUE 

Property Taxes  
Property tax revenue was budgeted at $295.8 million based on a forecasted 7.75 per-
cent increase in assessed values.  The Executive Office projects property tax revenue 
will exceed the original forecast by $4.6 million, and recommends adjustments to the 
revenue estimate at this time. 

Redevelopment Dissolution Related Revenue 
In 2011, the Governor signed ABX1 26, dissolving redevelopment agencies statewide, 
and the courts upheld the law.  Consequently, redevelopment agencies were dissolved 
February 1, 2012.  Under ABX1 26, redevelopment agencies’ assets not essential to 
meet enforceable obligations must be liquidated and distributed to taxing entities, such 
as the county.  At this time, the Auditor-Controller’s Office anticipates allocating $7.4 
million in residual assets to the county general fund this fiscal year, $5.4 million more 
than currently budgeted. At this time the Executive office recommends adjusting the 
revenue estimate to reflect this. 

Teeter Tax Losses Reserve Fund (TLRF) Overflow 
Under the California Teeter plan, the county advances participating local agencies their 
property tax allocations based on enrolled assessed valuation.  In return, the county col-
lects and retains the actual taxes received, 
plus any penalties and interest on delin-
quent taxes.  The tax losses reserve fund 
manages revenues and expenditures as-
sociated with the program.  Revenue that 
exceeds financing costs and the neces-
sary tax loss reserve is discretionary reve-
nue and is released to the general fund.  
As delinquency rates continue to decline, 
the associated overflow projection of $27 
million remains unchanged for this fiscal 
year.  As the real estate market stabilizes 
over the next several years, this revenue 
will continue to erode, as projected in the 
chart at left. 

Sales and Use Taxes 
Total sales and use tax receipts from the most recent quarter rose 5.3 percent from the 
same quarter a year ago for all jurisdictions in the county, according to Hinderliter de 
Llamas & Associates (HdL), Riverside County’s sales tax consultant.  This is notably 
higher than reported among other counties in the region, and the state as a whole.  The 
state’s overall growth rate was 3.6 percent over the same quarter a year ago. 
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Adjusted for one-time allocations and corrections, the county’s year-over-year change in 
sales and use taxes increased 12.2 percent last quarter, bumped by growth in consum-

er goods attributable to the expansion of the 
factory outlet development and increased 
allocations to the county use tax pool.  
Sales at wineries continue to grow modestly 
as that sector emerges. 

Construction-related sales and use tax re-
ceipts from solar projects were significant 
over the last two fiscal years, which drove a 
temporary increase both in Riverside Coun-
ty’s share of the pooled use tax allocated 
within the county and the county’s Prop. 172 
allocation factor.  However, such projects 
are short-lived, and receipts on those pro-

jects are now rapidly declining.  While another solar project outside of Blythe is now 
ramping up, the Executive Office cannot forecast when, or in what amounts, sales and 
use tax receipts from that project will occur. 

The county’s FY 14/15 budgeted estimate for sales and use tax revenue is $33.5 mil-
lion, which assumes some continued one-time receipts from solar projects this fiscal 
year, as well as growth in other sales sources.  Revenue from the expanded factory out-
lets is beginning to increase sales tax revenue.  However, the Board’s recent decision to 
set aside a portion of the revenue from that growth will dampen the effect on general 
fund.  Factoring in recent recoveries to the county’s favor of sales and use tax receipts 
misallocated in past years, HdL now projects the county will receive $32 million this fis-
cal year.  Factoring out those one-time windfalls in FY 14/15 and accounting for the 
wind down of the Triple Flip in FY 15/16, HdL currently projects the county will receive 
$31.5 million next fiscal year.  This fall, the state adjusted Prop. 172 revenue to correct 
a recently confirmed state error in computing the gas tax swap.  This one-time adjust-
ment was not built into budget assumptions.  Additional economic detail from HdL is 
contained in Attachment C. 

Interest Earnings 
The Treasurer’s estimate for general fund 
interest earnings continues to reflect the 
low level of interest rates as a result of 
current Federal Reserve (FED) monetary 
policy.  At this time, investor sentiment 
leans toward a late year increase in the 
federal funds rate, therefore having no 
material impact on earnings this fiscal 
year.  Economic indicators that can alter 
the FED's move to raise rates include 
lesser-than-expected inflation and/or 
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Property Taxes $296.3 $300.9 $4.6
RDA Residual Assets 2.0 7.5 5.5
Motor Vehicle In Lieu 208.6 208.6 0.0
Tax Loss Reserve 27.0 27.0 0.0
Fines and Penalties 22.8 23.3 0.5
Sales & Use Taxes * 33.5 33.5 0.0
Tobacco Tax 10.0 10.0 0.0
Documentary Transfer Tax 12.4 12.4 0.0
Franchise Fees 5.0 5.0 0.0
Interest Earnings 2.9 2.9 0.0
Misc. Federal and State 10.7 11.7 1.0
Other (Prior Year & Misc.) 6.7 19.2 12.5
Realignment 35.0 35.0 0.0

Total $672.9 $697.0 $24.1

General Fund 

Budgeted 
Estimate

Current 
Quarter 
Estimate

Variance 

 (in millions)
Projected Discretionary Revenue

weaker-than-expected job growth.  We will update the Board if there are any material 
general fund impacts. 

Events that can alter FED activity include lower-than-expected inflation due to the major 
decline in crude oil prices, a weakening and deflationary European economy, geopoliti-
cal unrest in the Middle East, and 
renewed terrorism threats in West-
ern economies.  Historically, those 
forces have driven a flight to quality 
to the U.S. bond market, specifical-
ly treasury securities, which will 
place further downside pressure on 
the general level of interest rates. 

Revenue Summary 
Projections of discretionary general 
fund revenues remain stable 
through the second quarter, 
summarized in the chart at right.  
Overall, net general fund 
discretionary revenues appear 
likely to increase $24.1 million 
beyond original estimates. That is 
due primarily to a net increase in 
forecasted property tax revenue of 
$4.6 million and one-time receipts 
of $5.5 million in residual 
redevelopment assets, in addition to the receipt of $5.9 million in SB90 reimbursement 
already recognized in the midyear report.  At this time, the Executive Office 
recommends the adjustments below to property tax revenue and RDA residual assets 
estimates, as well as adjustments for operating transfers of $4.7 million in restricted 
contractual revenue and $1.2 million in solar payment revenue discussed elsewhere 
below in this report. 

Recommendation 1:  That the Board of Supervisors approve and direct the Auditor-
Controller to make budget adjustments to appropriations for contingency and estimated 
property tax and RDA residual asset revenues totalling $10.6 million, as follows: 

Increase estimated revenue: 
10000-1300100000-700020 Property tax – current secured 7,655,000 
10000-1300100000-715070 RDV property tax residual assets 5,521,000 
10000-1300100000-781000 Contractual revenue - RDV      498,000 
 Total 13,674,000 
 
Decrease estimated revenue: 
10000-1300100000-701020 Property tax – current unsecured 574,000 
10000-1300100000-704000 Property tax – current supplemental 2,042,000 
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10000-1300100000-705000 Property tax – prior supplemental    484,000 
 Total 3,100,000 
 
Increase appropriations: 
10000-1109000000-581000 Appropriations for contingencies 10,574,000 
 
Anticipated use of unassigned fund balance: 
10000-1109000000-370100 Unassigned fund balance 10,574,000 

FUND BALANCE 

General Fund Commitments and Designations 
The county maintains a number of Board-established general fund commitments and 
fund balance designations.  The listing at right takes into account recommendations 
made during the year.  The Board’s previously established objective is to achieve and 
then maintain at least $250 million in unrestricted general fund reserves. 

The Executive Office is re-
viewing all committed and 
otherwise restricted fund 
balances to determine 
which remain essential, 
and which might be liqui-
dated into unassigned fund 
balance.  Human Re-
sources holds a general 
fund committed fund bal-
ance that is obsolete and 
no longer necessary.  The 
department requests that 
the remaining committed 
fund balance amount be 
released and closed out to 
the general fund unas-
signed fund balance. 

Recommendation 2:  That the Board of Supervisors approves and directs the Auditor-
Controller to make adjustments releasing a remaining committed fund balance for Hu-
man Resources of $6,344, as follows: 

Release committed fund balance: 
10000-1130100000-330100 Committed fund balance $6,344 
 
Increase unassigned fund balance: 
10000-1130100000-370100 Unassigned fund balance 6,344 
 
Increase appropriations: 
10000-1109000000-581000 Appropriations for contingencies 6,344 

Economic uncertainty $124.7 $124.7 $0.0 $124.7 $124.7
Budget stabilization 34.1 53.9 0.0 $53.9 50.6
Disaster relief 15.0 15.0 0.0 $15.0 15.0
Property tax system 6.1 0.0 0.0 $0.0 0.0
SB90 deferral 1.4 1.4 0.0 $1.4 1.4
Historic courthouse remodel 0.5 0.5 0.0 $0.5 0.5
CAC remodel 0.5 0.5 0.0 $0.5 0.5
Community improvement 0.0 0.0 2.0 $2.0 2.0
ACO internal audits unit 0.1 0.1 0.0 $0.1 0.1
DPSS realignment growth 4.3 4.3 0.0 $4.3 4.3
Legal liabilities 3.7 3.7 0.0 $3.7 3.7

      TOTAL $190.4 $204.1 $2.0 $206.1 $202.8

General Fund Commitments and Designations

 Balance 
Upon 

Approval  

 FY 14/15 
Beginning 
Balances 

 FY 12/13 
Ending 

Balances 

 Adj. for 
Budget 

Use 

(in millions)

 FY 13/14 
Ending 

Balances 
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Anticipated use of unassigned fund balance: 
10000-1109000000-370100 Unassigned fund balance 6,344 

APPROPRIATIONS FOR CONTINGENCY  
Appropriations for contingency are intended to cover urgent, unforeseeable events such 
as discretionary revenue shortfalls, unanticipated expenditures, uncorrectable 
departmental budget overruns and other mission-critical issues at the Board’s 
discretion.  The corrected Board-approved contingency level at the beginning of FY 
14/15 as contained in the final budget was $23.2 million, or 1.6 percent of ongoing dis-
cretionary revenue.  This report contains $32.5 million in uses of contingency and $16.5 
million in additions, for a net decrease of $16 million at this time, taking the contingency 
level to $12.8 million. 

D. MULTIYEAR BUDGET OUTLOOK 

FY 15/16 BUDGET PROCESS AND SCHEDULE  
The annual budget policies and schedule for FY 15/16 were distributed to departments 
during a budget kickoff meeting in early February.  Departments’ net county cost (NCC) 
targets remained mostly unchanged from current levels, except for adjustments to ac-
count for ongoing prior Board commitments and the funding increases indicated in the 

Cost 
Adjustment

Revenue 
Adjustment

Total         
Adjustment

Balance 
Available
23,234,386$ 

Adjustments to date:
SB90 Mandates reimbursement 5,867,859    5,867,859     
Reimbursement of Van Horn match 5,200,000    5,200,000     
Water Service Fiduciary Fund 270,400         (270,400)       
Correctional Health Services 5,000,000     (5,000,000)    
Tax sharing agreements 265,000         (265,000)       

5,535,400     11,067,859 5,532,459     28,766,845   

Actions recommended in this report:
Discretionary revenue estimate 10,574,000 10,574,000   
Release of committed fund balance for HR 6,344            6,344             
Capital improvement projects 5,200,000     (5,200,000)    
Sales tax consulting services 300,000         (300,000)       
Moreno Valley pass-through revenue 4,741,442    4,741,442     
Tax sharing agreements 265,000         (265,000)       
Cabazon CRA Infrastructure Fund 715,177         (715,177)       
Wine Country Infrastructure Fund 227,586         (227,586)       
Solar payments - general purpose 1,169,228    1,169,228     
Fire Department 2,000,000     (2,000,000)    
Sheriff's Department 16,442,869   (16,442,869)  
District Attorney's Office 2,950,000     (2,950,000)    
Court facilities 1,500,000     (1,500,000)    
Public Defender 1,207,000     (1,207,000)    
Prop. 47 inmate care 1,638,868     (1,638,868)    

32,446,500   16,491,014 (15,955,486)  

Contingency balance upon approval of this report = 12,811,359   

Beginning Balance:

12 



County of Riverside FY 14/15 Third Quarter Budget Report
 

 
five-year master plan discussed below.  These targets reflected the expectation that de-
partments would absorb labor cost increases without additional general fund support, 
except for existing Board commitments.   

Departments’ FY 15/16 budget submittals were due in to the Executive Office on March 
16.  The Executive Office plans to return June 15 with the FY 15/16 recommended 
budget for Board approval.  Recommended budgets provide core spending authority for 
the new fiscal year and, by law, must be approved by the Board on or before June 30 to 
have legal spending authority in place on July 1.  Budget hearings can commence im-
mediately after the Board approves the recommended budget.  After considering open 
testimony from departments and the public during these hearings, the Board may pro-
vide further policy direction for the final budget. 

The Executive Office will then prepare any necessary adjustments based on that Board 
direction and year-end financial results, and return to the Board in early September with 
any recommended adjustments necessary to adopt the FY 15/16 final budget. 

BUDGET POLICIES AND STRATEGIC OBJECTIVES 
As outlined in the midyear report, the FY 15/16 budget is being developed with the fol-
lowing Board objectives in mind: 

Strategic Objectives:  Allocation of the county’s limited discretionary resources pri-
oritized based on the following strategic organizational objectives: 

• Public Safety – Existing commitments to mission-critical public safety functions. 

• Healthy Communities – Essential services that address public health mandates 
and foster healthy homes and workforces. 

• Business Friendly Operations – Maximizing use of fees and taxes most effec-
tively, and making the county an efficient, timely business partner. 

Financial Objectives:  In addition to the basic requirements for a balanced budget 
required by the state Budget Act, the Executive Office also strives to meet the follow-
ing long-term financial objectives: 

• Structural Balance:  Achieving a structurally balanced budget in which ongoing 
expenditures do not exceed ongoing revenues, and that limits use of one-time 
resources only to one-time expenditures. 

• Prudent Reserves:  Achieving and maintaining prudent reserves and working 
capital. 

• Restricted fund balance and net assets:  Avoiding accumulation of unexpend-
ed restricted fund balance and net assets, except where necessary for prudent 
reserves, working capital, or specified purposes. 

• Committed and Assigned Fund Balance and Net Assets:  Holding commit-
ments and assignments of fund balance or net assets only as long as necessary 
to provide for the purpose for which they are established.  Releasing those as-
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sets that are no longer necessary and applying them either to other one-time us-
es or reserves. 

• One-time Resources:  In line with the financial objective of achieving structural 
balance, one-time resources derived from unexpected or excess revenue or cost 
savings will be set aside to build reserves. They will not be used to backfill ongo-
ing operations, to the extent possible given the county’s severe financial con-
straints. 

SHORT & LONG-TERM FACTORS INFLUENCING STRATEGIC OBJECTIVES 
A number of factors are contributing to the county’s ongoing financial constraints: 

• Labor Costs:  Multi-year labor contracts that back loaded salary and benefit in-
creases are coming into full fruition next year, substantially increasing labor costs 
across the board. 

• Pension Costs:  Deferred pension obligations also are finally coming due, in-
creasing the county’s annual costs. 

• Liability Insurance:  The county’s self-insurance funds have been spent down 
and the confidence level needs to be raised, further increasing liability costs. 

• Public Safety Realignment:  The impact of the state shifting responsibility for 
prisoners to the county without adequate funding continues to strain the county’s 
entire public safety and health care sectors. 

• Discretionary Revenue:  Although growth in discretionary revenues is improv-
ing, it is not growing as fast as the county’s cost commitments. 

LONG-RANGE PLAN 
In September 2013, the Executive Office presented the five-year public safety plan pro-
jecting additional operating expenditures and increased debt service costs, together 
with anticipated growth in estimated discretionary general fund revenue.  As the table 
below reflects, the plan outlines the fiscal effect of Board-approved initiatives over the 
next five years weighed against projected revenue growth, including FY 14/15 final 
budget actions and current information.  This plan was used to adjust the FY 15/16 net 
county cost targets for the Sheriff, Fire, Correctional Health, and Probation, in addition 
to increasing the Prop. 172 revenue allocations for the Sheriff and Fire. 

The Sheriff received half the funding to move toward a patrol ratio of 1.2 officers per 
1,000 residents, with additional funding provided as needed.  Previous estimates in-
cluded debt service for new buildings, funding the Executive Office expects will not be 
needed until FY 15/16. 
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FY 14/15 FY 15/16 FY 16/17 FY 17/18 FY 18/19
PROJECTED REVENUES
Discretionary Revenues 46.8$        31.6$             27.3$        28.9$        29.5$        
Prop 172 Allocation 21.8          22.1               12.7          0.2            5.2            

68.6$        53.7$             40.0$        29.1$        34.7$        

BOARD COMMITMENTS
Operational Costs Amt Amt Amt Amt Amt
Sheriff 24.3          36.7               34.9          22.3          17.2          
Correctional Health 10.0          2.4                 2.9            4.4            2.0            
Fire - Salaries & Benefits 10.1          2.9                 0.4            0.4            0.4            
Probation 4.6            2.3                 2.4            3.4            0.2            

49.0$        44.3$             40.6$        30.5$        19.8$        

Capital Costs 2.6            13.3               4.0            0.5            -            
TLMA 1.2            1.8                 0.8            0.2            0.2$          
Registrar of Voters 3.6                 
Water Fiduciary Fund 0.3                 
Other 15.8          (9.6)                -            -            -            

68.6$        53.7$             45.4$        31.2$        20.0$        
-$          -$               (5.4)$         (2.1)$         14.7$        

Five-Year Master Plan
(dollars in millions)

BALANCE/(DEFICIT)

Total Labor Costs

PROJECTED REVENUES

TOTAL COMMITMENTS

 

PRELIMINARY FY 15/16 RECOMMENDED BUDGET OVERVIEW 

Projected Discretionary General Fund Revenues 
As noted above and detailed in the economic forecasts included with this report, the 
county’s general fund discretionary revenues are forecast to increase modestly over the 
next few years.  In fact, on several revenue sources Beacon Economics stepped back 
slightly its forecast of the year before, acknowledging the area’s continued economic 
challenges.  Additional one-time SB90 reimbursement included in the Governor’s Janu-
ary budget could be factored in, but using one-time resources for ongoing operations is 
not sustainable.  It should be used only as a bridge to the extent projected growth in on-
going revenue will make up the difference in future years.  It is not clear at this time that 
discretionary revenue growth will be adequate in FY 16/17 to completely cover use of 
the SB90 reimbursement for ongoing operations in FY 15/16. 

Projected Year-end General Fund Fund Balanace 
Given the anticipated substantial current year cost increases are not likely to be covered 
by contingency and savings in other budget units, the Executive Office is not factoring in 
an assumed amount of surplus beginning fund balance at this time.  To achieve some 
savings, the county Executive Officer instituted a purchasing freeze on April 23, 2015.  If 
year-end savings are ultimately achieved this fiscal year, any resulting surplus fund bal-
ance may be factored into final budget recommendations. 

Requested Discretionary General Fund Spending 
Based on a rollover of FY 14/15 net county cost targets adjusted for technical factors 
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and ongoing policy commitments, the baseline budget targets total $737.8 million.  In 
mid-March, departments submitted budget requests totaling nearly $127 million more.  
Of that, 52 percent is attributable to the Sheriff’s department, whose budget targets and 
Prop. 172 allocations were already increased to accommodate projected costs for labor 
increases, hiring to meet required staffing levels for the new jail, and to meet the 
Board’s objectives for the patrol ratio, increased internal service rates, and the acquisi-
tion of two new helicopters. 

Budget Strategy 
The Executive Office’s strategy is to present the Board a recommended budget based 
on these allocated targets together with a summary of the additional requests for fund-
ing for discussion during budget hearings.  Based on the priorities set by the Board at 
that time, and revised revenue and fund balance projections based on fiscal year-end 
actual results, the Executive Office will return in September with further recommenda-
tions for the final adopted budget.  Consistent with the Board’s fiscal objectives outlined 
above, these recommendations will strive to achieve structural balance, minimize use of 
one-time funding for ongoing operations, and build and maintain adequate reserves. 

E. DEPARTMENTAL STATUS 

INTERDEPARTMENTAL AND CAPITAL PROJECTS 

Capital Improvement Program (CIP) 
The following capital improvement projects are either under way or in the planning stag-
es for which the Executive Office now recommends funding: 

ECDC relocation expenses $2,500,000 
Smith correctional facility shower restoration 400,000 
911 backup generator for Alessandro location 750,000 
CAC security & other miscellaneous projects 1,550,000 

Total 5,200,000 
 
Recommendation 3:  That the Board approve and direct the Auditor-Controller to make 
budget adjustments to appropriations and unassigned fund balance for the capital im-
provement program and contingency by $5,200,000, as follows: 

Increase estimated revenue: 
30700-1104200000-790600 Contributions from other county funds 5,200,000 
 
Increase appropriations: 
30700-1104200000-523360 Maintenance – tenant relocation 2,500,000 
30700-1104200000-537320 Interfund expense – improvements building 1,950,000 
30700-1104200000-546160 Equipment – other    750,000 
 Total 5,200,000 
 
In addition, on April 28, 2015, (Item 3-27), the Board of Supervisors approved the sec-
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ond amendment to the agreement with Sprint Nextel.  This amendment enabled a $2.8 
million reimbursement to the county for expenses associated with reengineering and 
redesigning the public safety radio system.  The rebanding and reimbursement obliga-
tion was mandated by the Federal Communication Commission (FCC) as a result of in-
terference from Sprint Nextel commercial radio transmission sites.  The Executive Office 
will use a portion of these funds to make the final payment to Motorola. 

Recommendation 4:  That the Board of Supervisors approve and direct the Auditor-
Controller to make budget adjustments increasing appropriations and estimated reve-
nues for the Executive Office by $2,800,000, as follows: 

Increase estimated revenues: 
30700-1104200000-781120 Rebates and refunds $2,800,000 
 
Increase appropriations: 
30700-1104200000-520240 Communications equipment 2,800,000 

Developer Agreement / Development Mitigation Program 
On September 24, 2013, (Item 3-58), the Board of Supervisors authorized expenditures 
to reopen the San Jacinto Animal Shelter.  While shelter construction was completed in 
2010, the facility’s opening was delayed by financial constraints.  Commencing shelter 
operations in 2013 required upgrades to mechanical systems and additional furniture, 
fixtures, and equipment.  After discussion between the Department of Animal Services 
and the Executive Office, it was determined that construction-related costs be funded 
through the developer agreement/development mitigation program.  The developer 
agreement commitment list includes funding for the shelter project for $275,000. 

Recommendation 5:  That the Board approve and direct the Auditor-Controller to make 
budget adjustments increasing appropriations and use of restricted fund balance in the 
developer agreement fund by $275,000, as follows: 

Increase appropriations: 
30500-1103700000-551100 Contributions to other funds $275,000 
 
Anticipated use of restricted fund balance: 
30558-1103700000-322103 Restricted for capital project sub-fund 275,000 

Contributions to Other Funds 
The Contributions to Other Funds budget unit is used to track allocations of general 
fund support to other county funds and outside agencies.  Adjustments totaling $6.4 mil-
lion necessary to fund other recommendations contained elsewhere in this report in-
clude funding $5.2 million to the capital improvement fund, $265,000 to the accumulated 
capital outlay fund for increased tax sharing obligations, in addition to $715,177 for the 
initial funding of the newly established Cabazon community revitalization and infrastruc-
ture fund and $227,586 for the Wine Country infrastructure fund. 

Recommendation 6:  That the Board approve and direct the Auditor-Controller to make 
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budget adjustments to appropriations and fund balance in contingency and contributions 
to other funds by $6,407,763, as follows: 

Decrease appropriations: 
10000-1109000000-581000 Appropriation for contingencies $6,407,763 
 
Increase unassigned fund balance: 
10000-1109000000-370100 Unassigned fund balance 6,407,763 
 
Increase appropriations: 
10000-1101000000-551100 Contributions to other funds 6,407,763 
 
Anticipated use of unassigned fund balance 
10000-1101000000-370100 Unassigned fund balance 6,407,763 

GENERAL GOVERNMENT 

Executive Office 
The Executive Office expects to remain within its budget target at the end of FY 14/15. 

On June 7, 2011, the Board committed $10 million to support the proposed University of 
California, Riverside, (UCR) School of Medicine.  Subsequently, Amendment No. 1 ap-
proved April 10, 2012, authorized another $1.5 million annually, for a total of $20 million 
in support through July 1 2020.  At this time, the county has paid UCR  $11 million to 
support the medical school. 

In June 2013, a budget compromise between legislators and the Governor authorized 
$15 million per year in ongoing funds for the UCR School of Medicine.  Now that UCR 
has secured state funding, and because county financial challenges continue, the Ex-
ecutive Office recommends terminating the agreement with UCR, and that the remain-
ing $9 million be used to fund services required and expected by county residents. 

Recommendation 7:  That the Board of Supervisors 1) approve termination of the 
memorandum of understanding between the University of California, Riverside , and the 
County; approved by the County Board of Supervisors on June 7, 2011, and subse-
quently amended on April 10, 2012, committing $20 million in funding to support the 
UCR School of Medicine; 2) direct County Counsel to provide 30 day notice of termina-
tion to UCR, effective June 30, 2015; and, 3) direct the County Executive Officer to re-
purpose discretionary tax increment pass-through revenue reserved for this purpose 
toward funding essential county services. 

Legislative and Admistrative Support 
During the second quarter, the county received $2.5 million in Prop. 172 funds and $2.3 
million in realignment funds misallocated by the state over a period of years in calculat-
ing the gas tax swap.  Hinderliter de Llamas & Associates (HdL), Riverside County’s 
sales tax consultant, played a pivotal role in discovering the error and recovering this 
funding, and HdL is compensated on a tiered rate based on the amount of the recov-

18 



County of Riverside FY 14/15 Third Quarter Budget Report
 

 
ered misallocations.  Based on the amount recovered, HdL was paid $300,000.  The 
Executive Office requests a $300,000 budget adjustment to cover this one-time cost. 

Recommendation 8:  That the Board of Supervisors approve and direct the Auditor-
Controller to make budget adjustments increasing appropriations for Legislative and 
Administrative Support and decrease unassigned fund balance by $300,000, as follows: 

Increase appropriations: 
10000-1102900000-525440 Professional services $300,000 
 
Anticipated use of unassigned fund balance: 
10000-1102900000-370100 Unassigned fund balance 300,000 
 
Decrease appropriations: 
10000-1109000000-581000 Appropriation for contingency 300,000 
 
Increase unassigned fund balance 
10000-1109000000-370100 Unassigned fund balance 300,000 

RDA Capital Improvement Fund 
The RDA capital improvement fund receives allocations of redevelopment pass-through 
revenue owed the county per various legacy agreements related to city redevelopment 
project areas.  Those agreements stipulate the deposit of the pass-through into a dedi-
cated capital improvement fund and other conditions.  This fund is unrelated to the 
county’s own redevelopment or successor agency funds.   

When the Board of Supervisors decided to contribute $20 million to the UCR School of 
Medicine over a period of years, the Executive Office began reserving pass-through 
revenue from the Moreno Valley project area for that payment.  Consistent with recom-
mendations elsewhere above in this report, the Executive Office now recommends liq-
uidating that reserve and applying $1.5 million per year toward matching a grant for re-
placing mission-critical equipment at the Riverside County Regional Medical Center 
(RCRMC), beginning this fiscal year.  The Executive Office recommends transferring 
the remaining balance into general fund contingency, contingent on the actual amount 
of pass-through revenue from the Moreno Valley project area allocated by the Auditor-
Controller’s office in June. 

Recommendation 9:  That the Board of Supervisors approve and direct the Auditor-
Controller to make budget adjustments increasing appropriations and use of restricted 
fund balance in the RDA capital improvement fund and increasing appropriations and 
estimated revenue in general fund contingency by $6,241,442, as follows: 

Increase estimated revenue: 
31540-1100100000-781000 Contractual revenue - RDV $   148,749 
 
Increase appropriations: 
31540-1100100000-551100 Contributions to other funds 6,241,442 
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Anticipated use of restricted fund balance: 
31542-1100100000-321101 Restricted program money 6,092,693 
 
Increase estimated revenue: 
40050-4300100000-790600 Contribution from other county funds 1,500,000 
 
Increase appropriations: 
40050-4300100000-546160 Equipment - other 1,500,000 
 
Increase estimated revenue: 
10000-1109000000-790600 Contribution from other county funds 4,741,442 
 
Increase appropriations: 
10000-1109000000-581000 Appropriation for contingencies 4,741,442 

Casa Blanca Pass-through Fund 
On September 1, 1992, (Item 3.35), the Board approved a pass-through agreement be-
tween the County of Riverside and the City of Riverside.  The specified pass-through 
revenue from the city’s Casa Blanca redevelopment project area is obligated toward 
operating the county’s health clinic built in the Casa Blanca neighborhood with the city 
redevelopment agency’s assistance.  At this time, the clinic requests approval to apply 
$276,215 in one-time, prior year fund balance to replace and acquire exam and proce-
dure tables and other non-fixed asset equipment. 

Recommendation 10:  That the Board of Supervisors approve and direct the Auditor-
Controller to make budget adjustments to appropriations and use of restricted fund bal-
ance for the Casa Blanca pass-through fund by $276,215, as follows: 

Increase appropriations: 
22850-1100100000-551100 Contribution to other funds $276,215 
 
Anticipated use of restricted fund balance: 
22850-1100100000-321101 Restricted program money 276,215 
 
Increase estimated revenue: 
10000-4200700000-790600 Contribution from other county funds 295,415 
 
Increase appropriations: 
10000-4200700000-526900 Instrument – Minor Medical Equipment 44,500 
10000-4200700000-546160 Equipment – Other 24,700 
 Total 69,200 
 
Increase in unassigned fund balance: 
10000-4200700000-370100 Unassigned fund balance 226,215 

Health and Juvenile Services Fund 
The health and juvenile services fund receives revenue pursuant to a tax sharing clause 
in a cooperative agreement with the City of Palm Desert and its Successor Agency, 
which per the terms of that agreement must be used for health, mental health, and 
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juvenile services in eastern Riverside County.  The amount of revenue anticipated by 
year end is slightly greater than budgeted, so consequently a budget adjustment is 
necessary to distribute the full proceeds. 

Recommendation 11:  That the Board of Supervisors approve and direct the Auditor-
Controller to make budget adjustments increasing appropriations and estimated reve-
nue for the Health and Juvenile Services Fund by $11,000, as follows: 

Increase estimated revenue: 
22430-1100100000-781000 Contractual revenue - RDV $11,000 
 
Increase appropriations: 
22430-1100100000-536240 Other contract agencies 11,000 

Accumulative Capital Outlay Fund 
The accumulative capital outlay fund is used to track certain county tax sharing obliga-
tions, such as the agreements with the City of Banning and the March Joint Powers Au-
thority, and certain settlement agreements.  Due to the increase in receipts attributable 
to the factory outlets, the county will likely owe the City of Banning an estimated addi-
tional amount of $120,000.  In addition, due to true-up adjustments for back due 
amounts owed, the county will likely owe the March Joint Powers Authority $145,000 
more than originally estimated for this fiscal year.  Consequently, the Executive Office 
recommends increasing the contribution to and appropriations for this fund by $265,000. 

Recommendation 12:  That the Board of Supervisors approve and direct the Auditor-
Controller to make budget adjustments to appropriations and estimated revenue for the 
Accumulated Capital Outlay Fund by $265,000, as follows: 

Increase appropriations: 
30000-1100300000-536200 Contributions to non-county agency $265,000 
 
Increase estimated revenue: 
30000-1100300000-790600 Contributions from other county funds 265,000 

Cabazon Community Revitalization Act Infrastructure Fund 
The Cabazon community revitalization act infrastructure fund was established pursuant 
to Board direction given on December 10, 2013, (Item 3-7b) to receive 25 percent of the 
incremental growth in general fund sales and use tax revenue from the expansion area 
of the Desert Hills factory outlets in Cabazon.  Pursuant to that direction, the Executive 
Office now recommends budget adjustments to enable transfer of the projected current 
year share of that sales tax revenue out of the general fund and into the Cabazon 
Community revitalization act infrastructure fund.  Appropriation from this fund will be 
made separately on a project by project basis. 

Recommendation 13:  That the Board of Supervisors approve and direct the Auditor-
Controller to make budget adjustments increasing estimated revenue and restricted 
fund balance for the Cabazon community revitalization act infrastructure fund by 
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$715,177, as follows: 

Increase estimated revenue: 
30360-1100100000-790600 Contribution from other county funds $715,177 
 
Increase restricted fund balance: 
30360-1100100000-330109 Committed fund balance – capital projects 715,177 

Wine Country Infrastructure Fund 
The Wine Country infrastructure fund was established pursuant to Board direction given 
on September 9, 2014, (Item 3-6) to receive 25 percent of the general fund sales and 
use tax revenue from the area within the Wine Country Plan.  Pursuant to that direction, 
the Executive Office now recommends budget adjustments to enable transfer of the pro-
jected current year share of that sales tax revenue out of the general fund and into the 
Wine Country infrastructure fund.  Appropriation from this fund will be made separately 
on a project by project basis. 

Recommendation 14:  That the Board of Supervisors approve and direct the Auditor-
Controller to make budget adjustments increasing estimated revenue and restricted 
fund balance for the Wine Country infrastructure fund by $227,586, as follows: 

Increase estimated revenue: 
30370-1100100000-790600 Contribution from other county funds $227,586 
 
Increase restricted fund balance: 
30370-1100100000-330109 Committed fund balance – capital projects 227,586 

Solar Program 
At the beginning of FY 14/15, there was a beginning equity balance of $465,041 at-
tributable to the general purpose share of the solar payment revenue carried over from 
prior years.  In addition, the fund received $938,982 in annual payments from two solar 
projects this fiscal year, of which $704,237 is the general purpose portion.  At this time, 
the Executive Office recommends increasing appropriations for the solar program 
budget by $101,790 to enable transfer of the full general purpose portion of the fund’s 
equity into county general fund contingency.  In addition, the Economic Development 
Agency requests $226,647 to reimburse County Service Area 51 for the costs of asbes-
tos abatement, new lighting and fixtures, upgrades to the HVAC electrical system, and 
resurfacing the parking lot at the Lake Tamarisk Clubhouse.  These actions will leave a 
balance of $430,066 remaining committed for community benefit. 

Recommendation 15:  That the Board of Supervisors approve and direct the Auditor-
Controller to make budget adjustments to appropriations and use of committed fund 
balance for the solar payments fund by $328,137 and to contingency by $1,169,228, as 
follows: 

Increase appropriations: 
22840-1104100000-551100 Contributions to other funds $328,137 
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Use of committed fund balance: 
22840-1104100000-330156 Committed fund balance – solar community benefit 226,347 
22840-1104100000-330157 Committed fund balance – solar general purpose 101,790 
 Total 328,137 
 
Increase estimated revenue: 
10000-1109000000-790600 Contribution from other county funds 1,169,228 
 
Increase appropriations: 
10000-1109000000-581000 Appropriation for contingencies 1,169,228 

Board of Supervisors / Clerk of the Board 
During the second quarter, the Clerk of the Board’s expenditures were well within budg-
eted appropriations.  Revenues are low compared to budgeted estimates, but are typi-
cally not realized until third quarter.   

Assessment Appeals Board 
The Assessment Appeals Board faces an ongoing challenge processing assessment 
appeals, which continue above historic averages.  There is a two-year mandate for 
appeals to be heard, and the filing fee is refunded if the property owner prevails.  At the 
current time, both expenditures and revenues are well within budgeted amounts,and no 
budget adjustments are anticipated at this time.  The department will continue to 
monitor on-going expenditures and revenues. 

County Counsel 
Currently the office of County Counsel projects that it will end the fiscal year within its 
budget target. 

Auditor-Controller 
The Auditor-Controller reports that revenue related to the e-payables program is gener-
ating less than originally forecasted, and reimbursements related to the redevelopment 
dissolution are lower than anticipated.  While these are possible shortfalls, the depart-
ment expects to meet its budget target for the year with various cost saving measures 
and a request to utilize committed funds previously set aside for an operational review 
of the Internal Audits Division and a countywide risk assessment.  With these projects 
now complete, the department requests use of the remaining funds for critical projects 
involving 1099 reporting, Laserfiche forms, and maintenance. 

Recommendation 16:  That the Board of Supervisors approve and direct the Auditor-
Controller make budget adjustments increasing appropriations and releasing committed 
fund balance for the Auditor-Controller by $72,000, as follows: 

Release committed fund balance: 
10000-1000100000-330152 Committed fund balance – ACO Internal Audit $72,000 
 
Increase unassigned fund balance: 
10000-1000100000-370100 Unassigned fund balance 72,000 
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Increase appropriations: 
10000-1300100000-525440 Professional services 50,000 
10000-1300100000-522310 Maintenance – building and improvement 22,000 
 Total 72,000 
 
Anticipated use of unassigned fund balance: 
10000-1300100000-370100 Unassigned fund balance 72,000 

Human Resources (HR)  
Human Resources’ revenues are trending higher than budgeted due to an additional 
services agreement, increased contributions, and other reimbursements.  In addition, 
Human Resources is experiencing additional expenditures related to payroll costs, 
refreshing computers, and additional professional services.  Budget adjustments are 
recommended to increase appropriations and the offsetting revenues.  Human 
Resources will continue to monitor this fund closely. 

Recommendation 17:  That the Board of Supervisors approve and direct the Auditor-
Controller to make budget adjustments to appropriations and estimated revenues for 
Human Resources by $342,800, as follows: 

Increase estimated revenues: 
10000-1130100000-777520 Reimbursement for services $ 55,500 
10000-1130100000-781220 Contributions and donations 223,300 
10000-1130100000-781360 Other miscellaneous revenue   64,000 
 Total 342,800 
 
Increase appropriations: 
10000-1130100000-510040 Regular salaries 172,500 
10000-1130100000-518100 Budgeted benefits 57,500 
10000-1130100000-523640 Computer equipment – non-fixed assets 155,300 
10000-1130100000-525440 Professional services 204,500 
10000-1130100000-572800 Intra-Miscellaneous (98,000) 
10000-1130100000-572900 Intra-personnel (149,000) 
 Total 342,800 

Registrar of Voters 
The Registrar of Voters (ROV) expects to exceed anticipated revenue at the end of FY 
14/15 due to the unanticipated 30 local ballot measures that were added to the Novem-
ber 2014 ballot and salary savings from retirements and vacancies in the department.  
The department is also contemplating relocating to a new facility, purchase of new vot-
ing equipment in the future, and starting a marketing campaign to increase vote-by-mail 
voters.  For third quarter, the ROV will need additional appropriations to cover additional 
costs of elections related to the additional local ballot measures not previously included 
in the department’s budget.  The department requests budget adjustments increasing 
estimated revenue and appropriations by $700,000. 

Recommendation 18:  That the Board of Supervisors approve and direct the Auditor-
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Controller to make budget adjustments increasing appropriations and estimated reve-
nue by $700,000, as follows: 

Increase estimated revenue: 
10000-1700100000-771210 School election service $  50,000 
10000-1700100000-771230 City election service  650,000 
 Total 700,000 
 
Increase appropriations: 
10000-1700100000-523760 Postage-mailing 165,000 
10000-1700100000-523800 Printing/binding 300,000 
10000-1700100000-532600 Capital lease – purchase principal 160,000 
10000-1700100000-546160 Equipment – other   75,000 
 Total 700,000 

Economic Development Agency/Facilities Management (EDA/FM) 

Economic Development Program 
The department requests a budget adjustment of $397,894 due to an increase in reim-
bursements from EDA Administration sub-funds and the Economic Development fund. 

Recommendation 19:  That the Board approve and direct the Auditor-Controller to 
make budget adjustments decreasing estimated revenues and increasing appropria-
tions by $181,000, as follows: 

Decrease estimated revenues:  
21100-1900100000-778330 Interfund – salary reimbursement $181,000 
 
Increase appropriations: 
21100-1900100000-573400 Intra-fund expense – salary and benefit reimb. (181,000) 

Neighborhood Stabilization Program (NSP) 
The Neighborhood Stabilization Program requests a budget adjustment of $449,142 
due to a projected shortage of revenue, and anticipates using restricted fund balance to 
make up the shortfall. 
 
Recommendation 20:  That the Board approve and direct the Auditor-Controller to 
make budget adjustments decreasing estimated revenues and increasing use of re-
stricted fund balance for the Neighborhood Stabilization Program by $449,142, as fol-
lows: 

Decrease estimated revenues: 
21370-1900200000-766000 Fed – community redevelopment hm $449,142 
 
Anticipated use of restricted fund balance: 
21371-1900200000-321101 Restricted program money 218,733 
21374-1900200000-321101 Restricted program money 230,409 
 Total 449,142 
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County Fair & National Date Festival 
The County Fair took place from February 13 through 22, 2015.  The department re-
quests a budget adjustment of $69,817 to cover the following costs:  $34,736 for in-
creased costs for special events; $12,675 for an increase in RCIT costs; and, $22,406 
for increased HR temporary assistance program expenses for physicals and back-
ground checks for seasonal employees.  Increases in carnival and concessions revenue 
from the annual fair will offset these additional costs. 

Recommendation 21:  That the Board approve and direct the Auditor-Controller to 
make budget adjustments to appropriations and estimated revenues for the Fair and 
National Date Festival by $102,190, as follows: 

Increase estimated revenues: 
22200-1920100000-741060 Carnival $129,049 
22200-1920100000-741360 Concessions 22,027 
22200-1920100000-790600 Contributions from other county funds   32,373 
 Total 183,449 
Decrease estimated revenues: 
22200-1920100000-741020 Admissions 81,259 
 
Increase appropriations: 
22200-1920100000-523270 Special events 51,736 
22200-1920100000-521640 Maintenance – software 15,675 
22200-1920100000-525080 Temporary assistance pool services   34,779 
 Total 102,190 

Energy 
The Energy division requests a budget adjustment of $1.5 million for increases in elec-
tricity, fuel, and water charges primarily attributed to newly purchased and leased coun-
ty buildings including the Riverside County Innovation Center, the Mental Health build-
ing located on Rustin, and the RCIT data center.  Increased costs are also due to un-
seasonably high temperatures during the winter and spring. 

Recommendation 22:  That the Board approve and direct the Auditor-Controller to 
make budget adjustments increasing appropriations and estimated revenues for the 
Energy division by $1,500,000, as follows: 

Increase estimated revenues:  
10000-7200600000-777610 Utilities $1,500,000 
 
Increase appropriations: 
10000-7200600000-529500 Electricity 900,000 
10000-7200600000-529510 Heating fuel 300,000 
10000-7200600000-529550 Water    300,000 
 Total 1,500,000 
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Parking 
The Parking division estimates ending the year with a deficit of $169,293 – improved 
from the midyear projection.  Monthly county parking charges have remained at $35 per 
month for over ten years.  The Indio surface lot and the Indio parking structure will open 
in May 2015, with later than anticipated revenues.  The department is evaluating various 
alternatives for the FY 15/16 budget to increase revenues. 

Facility Renewal (Formerly Deferred Maintenance) 
During the FY 14/15 budget process, EDA requested and received approval for an addi-
tional $700,000 to address high priority, at-risk life-cycle and regulatory requirements.  
The status of the seven funded projects is as follows:  the boiler replacement at the 
Academy of Justice is complete; the equipment is ordered for the boiler replacement at 
Juvenile Probation and the U.S. District Court (anticipated completion in May 2015); and 
the boiler replacement for the Robert Presley Detention Center and the county adminis-
trative center in Riverside are in the design and procurement process (with a completion 
date of June 2015).  Funding is being reallocated between projects to address actual 
budget needs of the most critical projects.  The midyear budget report addressed an in-
crease in metal theft due to the demand for copper, brass, and aluminum.  The depart-
ment installed wireless security cameras and other security devices at at-risk sites, 
which reduced the recurrence of theft issues. 

Project Management Office (PMO) 
The Project Management Office requests a budget adjustment to accommodate in-
creased demand for project management services by customers and fund an unex-
pected retirement. 

Recommendation 23:  That the Board approve and direct the Auditor-Controller to 
make budget adjustments increasing appropriations and estimated revenues for the 
Project Management Office by $418,080, as follows: 

Increase estimated revenues:  
10000-7200500000-778330 Interfund revenue – salary reimbursement $418,080 
 
Increase appropriations: 
10000-7200500000-510040 Regular salaries 171,360 
10000-7200500000-518100 Budgeted benefits 66,640 
10000-7200500000-525500 Salary benefit reimbursement 45,707 
10000-7200500000-528500 Project cost expense 350,000 
10000-7200500000-575300 Intra-fund expense – facilities projects (215,627) 
 Total 418,080 

PUBLIC PROTECTION 

Fire 
The Fire Department continues to have a budget deficit in the amount of $3.9 million.  
This is a reduction of $300,000 from the second quarter reported deficit due to antici-
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pated salary savings for county positions.  Approximately $2.6 million of the deficit is 
due to increases in salary and benefits for state fire fighters.  The $2.6 million is the 
county’s portion, and was adjusted to reflect six months of costs per the state’s recently 
ratified bargaining agreement.  The remaining $1.3 million deficit is for station repairs, 
vehicle maintenance and repairs, administrative rate adjustment, training and a lease 
not funded in the final budget.  As with previous years, the department will look at cost 
saving measures to reduce the deficit amount further. 

Although the Fire Department has reduced its deficit from $4.2 million to $3.9 million, a 
budget adjustment is necessary for Fire to pay its obligations.  Specifically, the depart-
ment needs a $2 million budget adjustment to cover the fourth quarter estimated invoice 
owed per the cooperative agreement with the California Department of Forestry. 

In addition, the Fire Department reports an additional possible revenue shortfall of $1.3 
million due to the City of Canyon Lake’s back due payments owed the county under our 
cooperative agreement for provision of fire services to that city.  Of this amount, 
$549,621 is the unpaid receivable from FY 13/14 accrued into FY 14/15.  The remainder 
is the unpaid balances due for services rendered by the county during the first two quar-
ter in FY 14/15.  It is unclear at this time when the county will receive these payments, 
and this revenue shortfall may increase as the year progresses.  The estimated shortfall 
will total $1.9 million by the end of FY 14/15 if no payments are received. 

Recommendation 24:  That the Board approve and direct the Auditor-Controller to 
make budget adjustments increasing appropriations and estimated revenues for the Fire 
Department by $2,000,000, as follows: 

Decrease appropriations: 
10000-1109000000-581000 Appropriations for contingency $2,000,000 
 
Increase unassigned fund balance: 
10000-1109000000-370100 Unassigned fund balance 2,000,000 
 
Increase appropriations: 
10000-2700200000-525440 Professional services 2,000,000 
 
Anticipated use of unassigned fund balance: 
10000-2700200000-370100 Unassigned fund balance 2,000,000 

Sheriff 
The Sheriff projects a $29.7 million budget deficit at year-end.  This is a $10.2 million 
improvement from the estimated $40 million deficit projected at midyear and $16 million 
less than anticipated at the beginning of the fiscal year.  This year began with a $46 mil-
lion structural deficit from three years of unfunded negotiated raises and phased-in hir-
ing for patrol and corrections totaling $34 million, as well as $9 million from increased 
internal service fund charges and $3 million of unfunded prior year encumbrances.  This 
deficit has been exacerbated by unexpected retirements with payouts trending higher 
than anticipated.  The improvement at third quarter is the result of revised estimates for 
revenues, computer lines, aircraft maintenance and utilities.  Although the Sheriff’s fiscal 
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situation is better than initially anticipated, the issues raised during budget hearings re-
main. 

During budget hearings, the Sheriff cautioned that overtime costs related to AB109 rea-
lignment of public safety and unincorporated staffing continues.  The Board’s decision to 
grant standby pay to the SWAT unit is an unfunded liability that will need to be funded 
as long as the policy is in place.  Additional funding will also be required in FY 15/16 to 
meet the expectations created by Board policies. 

The 2011 realignment of public safety transferred funding for court security from the 
Superior Courts to counties; however, the amount was based on service levels and ex-
penses from FY 94/95, shortly before courts were transferred to the state.  The state 
allocation is insufficient to provide the required level of service.  The negotiated salaries 
and benefits since the mid 1990’s are not covered at all.  The Executive Office commit-
ted to paying $1.1 million this year, as it has for the past two years, to partially mitigate 
the cost of the mandated service. 

Recommendation 25:  That the Board of Supervisors approve and direct the Auditor-
Controller to make budget adjustments decreasing appropriations for Contingency and 
estimated revenue for the Sheriff’s Department by $1,112,301, as follows: 

Decrease estimated revenue 
10000-2500100000-773690 Trial court funding – unallowable  $162,301 
 
Anticipated use of unassigned fund balance 
10000-2500100000--370100 Unassigned fund balance 162,301 
 
Decrease estimated revenue 
10000-2500500000-773690 Trial court funding – unallowable  900,000 
 
Anticipated use of unassigned fund balance 
10000-2500500000-370100 Unassigned fund balance 900,000 
 
Decrease estimated revenue 
10000-2500700000-773690 Trial court funding – unallowable    50,000 
 
Anticipated use of unassigned fund balance 
10000-2500700000--370100 Unassigned fund balance 50,000 
 
Decrease appropriations: 
10000-1109000000-581000 Appropriations for contingency 1,112,301 
 
Increase unassigned fund balance: 
10000-1109000000-370100 Unassigned fund balance 1,112,301 
 
In December 2014, the Board approved the purchase of two new helicopters.  Insur-
ance proceeds totaling nearly $2 million from the crashed helicopter were used to make 
the down payment.  The Board authorized the Executive Office to add appropriations 
each fiscal year to make the necessary loan payments.  At the third quarter, a $479,000 
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payment was due. 

Recommendation 26:  That the Board of Supervisors approve and direct the Auditor-
Controller to make budget adjustments increasing appropriations and revenue for Sher-
iff’s Patrol and decreasing appropriations for contingency by $479,000, as follows: 

Decrease appropriations: 
10000-1109000000-581000 Appropriations for contingency $479,000 
 
Increase unassigned fund balance: 
10000-1109000000-370100 Unassigned fund balance 479,000 
 
Increase appropriations 
10000-2500300000-532600 Capital lease-purchase principal 479,000 
 
Anticipated use of unassigned fund balance: 
10000-2500300000--370100 Unassigned fund balance 479,000 
 
The Sheriff continues to make progress in hiring for the East County Detention Center 
and to increase patrol staffing in the unincorporated area.  The department is committed 
to budget savings wherever possible.  The budget situation has improved since the be-
ginning of the fiscal year but a significant gap remains.  The Executive Office’s “just in 
time” funding strategy has left the Sheriff’s deficit unresolved at a time when the de-
partment is expected to meet the Board’s mandate to achieve unincorporated patrol 
staffing of 1.2 deputies per 1,000 population by FY 17/18, as well hiring 406 positions 
for the new jail in Indio.  The Sheriff agrees with this strategy, as long as necessary 
funding is provided by year-end. 

The Executive Office greatly appreciates the cooperation of the Sheriff and his staff dur-
ing this difficult time, and recognizes this structural deficit needs to be addressed in part 
now, taking into consideration that continued efforts by the Sheriff may yield further sav-
ings by year’s end.  Consequently, the Executive Office recommends funding half of the 
Sheriff’s currently projected deficit to cover labor increases, with the understanding ad-
ditional funding may be required if the Sheriff cannot achieve further savings. 

Recommendation 27:  That the Board approve and direct the Auditor-Controller to 
make budget adjustments to appropriations and unassigned fund balance for the Sheriff 
and contingency totaling $14,863,870, as follows: 

Decrease appropriations: 
10000-1109000000-581000 Appropriations for contingency $14,863,870 
 
Increase unassigned fund balance: 
10000-1109000000-370100 Unassigned fund balance 14,863,870 
 
Increase appropriations: 
10000-2500100000-510040 Regular salaries 363,407 
10000-2500100000-518100 Budgeted benefits 121,930 
 Total 485,337 
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Anticipated use of unassigned fund balance: 
10000-2500100000-370100 Unassigned fund balance 485,337 
 
Increase appropriations: 
10000-2500200000-510040 Regular salaries 461,337 
10000-2500200000-518100 Budgeted benefits   86,480 
 Total 547,817 
 
Anticipated use of unassigned fund balance: 
10000-2500200000-370100 Unassigned fund balance 547,817 
 
Increase appropriations: 
10000-2500300000-510040 Regular salaries 6,936,726 
10000-2500300000-518100 Budgeted benefits 2,416,823 
 Total 9,353,549 
 
Anticipated use of unassigned fund balance: 
10000-2500300000-370100 Unassigned fund balance 9,353,549 
 
Increase appropriations: 
10000-2500400000-510040 Regular salaries 2,174,595 
10000-2500400000-518100 Budgeted benefits    802,188 
 Total 2,976,783 
 
Anticipated use of unassigned fund balance: 
10000-2500400000-370100 Unassigned fund balance 2,976,783 
 
Increase appropriations: 
10000-2500500000-510040 Regular salaries 508,323 
10000-2500500000-518100 Budgeted benefits   74,003 
 Total 582,326 
 
Anticipated use of unassigned fund balance: 
10000-2500500000-370100 Unassigned fund balance 582,326 
 
Increase appropriations: 
10000-2500600000-510040 Regular salaries 1,262 
 
Anticipated use of unassigned fund balance: 
10000-2500600000-370100 Unassigned fund balance 1,262 
 
Increase appropriations: 
10000-2500700000-510040 Regular salaries 454,149 
10000-2500700000-518100 Budgeted benefits 143,010 
 Total 597,159 
 
Anticipated use of unassigned fund balance: 
10000-2500700000-370100 Unassigned fund balance 597,159 
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Increase appropriations: 
10000-2501000000-510040 Regular salaries 188,453 
10000-2501000000-518100 Budgeted benefits   85,455 
 Total 273,908 
 
Anticipated use of unassigned fund balance: 
10000-2501000000-370100 Unassigned fund balance 273,908 
 
Increase appropriations: 
10000-2501100000-510040 Regular salaries 36,015 
10000-2501100000-518100 Budgeted benefits   9,714 
 Total 45,729 
 
Anticipated use of unassigned fund balance: 
10000-2501100000-370100 Unassigned fund balance 45,729 

District Attorney 
Michael Hestrin was sworn in as the county’s 15th District Attorney on January 5, 2015. 
At midyear, the office projected a $7.5 million deficit.  During the past three months, the 
executive team and staff have reduced the deficit by $1.6 million.  The year-end projec-
tion is a $5.9 million deficit, a 40 percent reduction from the September 2014 estimate.  
This deficit results from significant increases to existing costs, primarily negotiated sala-
ries and benefits.  Although he committed to rebuilding the office, Mr. Hestrin has also 
worked to reduce costs and increase revenue.  The office is committed to providing 
public safety through outstanding prosecutorial, investigative and victim services.   

They continue to work with the Executive Office to seek solutions, reduce the deficit, 
and return the budget to structural balance.  At this time, in consideration of escalating 
labor costs, the Executive Office is prepared to recommend funding half the District At-
torney’s projected deficit and will continue to monitor the department’s progress. 

Recommendation 28:  That the Board approve and direct the Auditor-Controller to 
make budget adjustments to appropriations and use of unassigned fund balance for the 
District Attorney and contingency by $2,950,000, as follows: 

Decrease appropriations: 
10000-1109000000-581000 Appropriation for contingencies $2,950,000 
 
Increase unassigned fund balance 
10000-1109000000-370100 Unassigned fund balance 2,950,000 
 
Increase appropriations: 
10000-2200100000-510040 Regular salaries 2,950,000 
 
Anticipated use of unassigned fund balance 
10000-2200100000-370100 Unassigned fund balance 2,950,000 
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Department of Child Support Services 
The Department of Child Support Services’ (DCSS) state allocation was reduced by 
$207,961, and the department immediately reduced services and supplies to ensure a 
balanced budget.  Year-end state and federal revenue posts in September, so DCSS 
will need a temporary cash advance of approximately $500,000 from the general fund.  
This cash loan, which comprises approximately 1.4 percent of the department’s $35.4 
million dollar budget, occurs annually and is always repaid upon receipt of state and 
federal reimbursement. 

Court Facilities 
All funds were expended prior to the end of the third quarter:  invoices for mandated 
services are unpaid.  The County allocation is the same as it was in FY 09/10, although 
costs have increased.  Pursuant to Government Code §70353(a), “Each county shall 
remit the county facilities payment determined by this article to the Controller, for depos-
it into the Court Facilities Trust Fund.  One-quarter of each county’s facilities payment 
shall be remitted to the Controller quarterly on October 1, January 1, April 1, and July 1.  
Any payment that is not made when required by this subdivision shall be considered de-
linquent, and subject to the penalties specified in subdivision.”  With demolition of the 
Indio County Administrative Center it was necessary to amend the court transfer 
agreement, and the state is now charging a higher fee to the county.  The state also re-
quired an initial payment that was retroactive to the beginning of the fiscal year.  The 
April 1, 2015, payment was made from another court-related fund that must be reim-
bursed. 

Other expenditures have been significantly higher than anticipated.  Costs to repair the 
historic courthouse following demolition of the old jail are three times higher than esti-
mated.  The state changed the process for charging utilities and maintenance services 
at shared facilities.  The county now pays a quarterly amount and a true-up follows after 
eighteen months to a quarterly pre-payment followed a year later by a true-up.  County 
internal service fund charges are higher.  The Southwest Detention Center transporta-
tion program and the county-wide jail and juvenile hall master plan are also paid through 
this fund. 

Recommendation 29:  That the Board of Supervisors approve and direct the Auditor-
Controller to make budget adjustments increasing appropriations for Court Facilities and 
decreasing appropriations for contingency by $1,500,000, as follows:  

Decrease appropriations: 
10000-1109000000-581000 Appropriations for contingency $1,500,000 
 
Increase appropriations: 
10000-1103900000-528500 Project cost expenses 750,000 
10000-1103900000-536200 Contribution to non-county agency 500,000 
10000-1103900000-537320 Interfund expense – building improvements    250,000 
 Total 1,500,000 
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Community Recidivism Reduction Grant Program 
The California Budget Act of 2014 allocates funds to the Board of State and Community 
Corrections (BSCC) for the Community Recidivism Reduction Grant Program.  The 
competitive grant program invites non-profit agencies to apply for one-time funding for 
efforts that reduce the likelihood either adults or juvenile offenders will reoffend.  The 
Executive Office and the Community Corrections Partnership (CCP) determined a list of 
needs, and during the fourth quarter Purchasing will release a request for proposals to 
award $475,000.  Funds must be spent prior to the end of June 2018.  Eligible providers 
must demonstrate a five-year history of crime prevention and recidivism reduction ser-
vices to juveniles or adults.  Eligible services include but are not limited to:  warrant re-
duction, treatment, life skills, transportation to services, mentoring, literacy, job training 
and employment.  No award will be over $50,000 according provisions of the law.  The 
Executive Office will report annually to the Board, the CCP, and the BSCC. 

Probation Department 
The financial statements submitted show a $194,241 projected year-end net savings.  
This is based upon actions taken by the department to continue cost saving measures 
implemented at the beginning of the financial crisis.  During the third quarter, the de-
partment also continued recruitment and hiring efforts to fill vacancies, as well as posi-
tions supporting SB678 Evidence Based Probation Supervision Practices and AB109 
Realignment of Public Safety.  The Board of Supervisors authorized the following $3.3 
million in additional funding for the department to implement critical components of the 
five-year public safety master plan. 

• Youth Treatment and Education Center (YTEC) $2.2 million:  In order to meet 
the requirements of the 2007 Local Youthful Offender Rehabilitative Facility Con-
struction Financing Program the county is required to commit to occupying any 
new facility within 90 days of construction completion, July 19, 2016.  The de-
partment and Human Resources are working aggressively to fill positions so that 
staff will have adequate training prior to the facility opening.  The department an-
ticipates having a significant portion of the positions filled by year-end. 

• Institutional Staffing (fixed post) Positions $473,000: Additional funding sup-
ports increasing juvenile facility staffing to a ratio of one staff member for every 
seven juveniles based on California’s Peace Officer Standards and Training rec-
ommendation.  

• Pretrial Services $657,000: Fleet Services ordered three vehicles that will be 
delivered at the beginning of the fourth quarter.  The department is working with 
Purchasing to develop a Request for Proposal for an automated court reminder 
system.  The Probation Officer requested and is also monitoring the impact of 
Prop. 47 on the population of jail inmates who could benefit from pre-trial release. 

The Governor’s proposed FY15/16 budget includes the following public safety impacts: 

• Realignment:  AB109 programmatic funding is projected to grow to $1.06 billion.  
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Riverside County’s project base increase would be $6.5 million.  The new base 
allocation is estimated at $54.27 million.  This amount does not include any FY 
14/15 growth that will be distributed in October 2015. 

• Post Release Community Supervision Offenders with Enhanced Credit 
Earnings:  The state’s proposed budget includes an additional $16 million for 
county probation departments to supervise the temporary increase in offenders 
on Post Release Community Supervision resulting from the three-judge panel’s 
orders.  The department received $1.18 million of the $11.3 million budgeted this 
fiscal year. 

• SB678 Funding:  County probation departments’ implementation of evidence-
based practices has significantly impacted the state’s efforts to reduce the prison 
population.  The Governor’s budget includes $125 million statewide; if the same 
formula is utilized, Probation anticipates receiving $3.13 million in FY 15/16. 

Title IV-E has been problematic since September 2013, when the federal Administration 
for Children and Families (ACF) reviewed practices in two California county probation 
departments administering foster care candidacy cases for minors at imminent risk of 
removal from their homes.  There is nothing new to report.  Probation filed claims that 
have not been paid, which could amount to $1.02 million annually.  The department will 
continue to monitor the budget and legislative process and communicate any issues or 
concerns to the Executive Office and the Board of Supervisors. 

Law Office of the Public Defender 
The Law Office of the Public Defender (LOPD) now projects a budget deficit of 
$362,000.  This includes unanticipated position needs, moving expenses, low turnover 
rate, and a countywide courtroom wireless system.  Shortages in state funding and pos-
sible lawsuit arbitration costs have affected the budget as well. 

In the midyear report, the LOPD received authorization and funding for three Deputy 
Public Defender III and two Paralegal II positions to handle the 4,000 Prop. 47 cases 
currently filed by the office and potential 10,000 or more over a three year period.  It has 
been determined that savings resulting from a delay in the Banning court expansion and 
attrition will offset a portion of this cost for the current fiscal year.  Funding needs for FY 
15/16 are being determined during the budget process.  In July 2013, the $19 million 
renovation of the former District Attorney building on Main Street in Riverside for the 
LOPD and Probation’s use was debt financed.  Construction is delayed, with an ex-
pected project completion date in FY 15/16. 

Included in the department’s budget is a revenue estimate for collection of public de-
fender registration fees.  The revenue was estimated at $1 million in the final budget.  
However, as in past years, actual collections have not been realized.  Consequently, at 
this time the Executive Office recommends this revenue estimate be decreased and re-
placed with direct ongoing general fund support. 

Recommendation 30:  That the Board of Supervisors approve and direct the Auditor-
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Controller to make budget adjustments decreasing estimated revenue for the Law Offic-
es of the Public Defender by $994,000, increasing appropriations for the Law Offices of 
the Public Defender by $213,000, and decreasing appropriations for general fund con-
tingency by $1,207,000, as follows: 

Decrease appropriations: 
10000-1109000000-581000 Appropriation for contingency 1,207,000 
 
Increase unassigned fund balance: 
10000-1109000000-370100 Unassigned fund balance 1,207,000 
 
Increase appropriations: 
10000-2400100000-510040 Regular salaries 213,000 
 
Decrease estimated revenue: 
10000-2400100000-781360 Other miscellaneous revenue 994,000 
 
Anticipated use of unassigned fund balance: 
10000-2400100000-370100 Unassigned fund balance 1,207,000 

Indigent Defense 
The indigent defense budget is still on target to meet its NCC goal for FY 14/15; howev-
er, this ultimately depends on the volume of cases the courts send to indigent defense 
counsel. 

Grand Jury 
The Executive Office anticipates the grand jury to remain within its budget target at the 
end of FY 14/15. 

Department of Animal Services 
In the midyear budget report, Animal Services reported anticipating a shortfall related to 
the opening of the previously moth-balled San Jacinto Animal Shelter, approved by the 
Board of Supervisors on September 24, 2013 (agenda item 3-58).  The intent was to 
fund the shelter through shelter fees and municipal partnerships; however, those plans 
have been slow to materialize.  The Board of Supervisors recently approved an agree-
ment for shelter services with the City of Menifee.  In addition, Animal Services is cur-
rently in discussions with a number of cities in the region with the hope of securing addi-
tional partnerships.  The department currently projects a $2.4 million year-end deficit. 

Looking forward to FY 15/16, Animal Services will incur additional costs of approximate-
ly $4.4 million related to negotiated salary increases and internal service fund increases, 
in addition to the costs associated with operating the San Jacinto Animal Shelter.  Dur-
ing budget hearings, the department head will review the situation with the Board of Su-
pervisors in greater detail. 

Agricultural Commissioner 
The Agricultural Commissioner’s third quarter revenue and expenditures are within FY 
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14/15 budget targets. 

PUBLIC WAYS AND FACILITIES 

Aviation 
The department requests a budget adjustment of $189,154 for additional costs related 
to water damage at French Valley Airport and other emergency services at Hemet-Ryan 
and Jacqueline Cochran Airports; sewer and plumbing repair at Jacqueline Cochran 
and French Valley Airports; mandatory appraisal services; and, county counsel services 
for leasing consultation.  Additional lease revenue due to the settlement of a past ac-
count due will offset these costs. 

Recommendation 31:  That the Board approve and direct the Auditor-Controller to 
make budget adjustments increasing appropriations and estimated revenues for County 
Airports by $189,154, as follows: 

Increase estimated revenues:  
22100-1910700000-741500 Temporary use lease $189,154 
 
Increase appropriations: 
22100-1910700000-522310 Maintenance – building and improvement 59,377 
22100-1910700000-522390 Maintenance – improve sewer 51,980 
22100-1910700000-525440 Professional services 51,835 
22100-1910700000-537020 Interfund expense – legal services   25,962 
 Total 189,154 

HEALTH AND SANITATION 

Department of Public Health 
The Department of Public Health expects to meet its net county cost target for FY 
14/15.  The department anticipates additional funding for several programs before year-
end, including Black Infant Health, Maternal, Child and Adolescent Health, and 
HIV/AIDS, any necessary budget adjustments will be submitted for Board approval. 

The department requests the use of one-time gas tax swap funds in the amount of 
$434,969, to cover costs associated with the relocation of staff from the health admin-
istration building to a new facility in the La Sierra area.  The following programs have 
been relocated:  Public Health Emergency Preparedness and Response, Emergency 
Medical Services, Nutrition/Women, Infants and Children (WIC) and the WIC call center, 
Family Planning, Immunization, and Staff Development. 

The department has sufficient funds and requests approval to purchase one high capac-
ity copier that will be shared by the Disease Control Branch and the Public Health La-
boratory.  Public Health also requests a budget adjustment to reflect the appropriate al-
location of administrative support costs between Public Health and California Children’s 
Services. 
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Recommendation 32:  That the Board of Supervisors 1) authorize the Purchasing 
Agent to purchase one (1) high capacity copier; and, 2) approve and direct the Auditor-
Controller to make budget adjustments to appropriations and estimated revenue for the 
Department of Public Health, as follows: 

Increase estimated revenues: 
10000-4200100000-751500 CA – realignment 434,969 
 
Increase appropriations: 
10000-4200100000-524500 Administrative support direct $4,500,000 
10000-4200100000-525440 Professional services 434,969 
10000-4200100000-546140 Equipment – office 8,000 
10000-4200100000-572800 Intra-fund expense – miscellaneous (4,500,000) 
 Total 442,969 
Decrease appropriations: 
10000-4200100000-523800 Printing/binding 8,000 
 
Increase appropriations: 
10000-4200200000-524500 Administrative support direct 900,000 
10000-4200200000-572800 Intra-fund expense – miscellaneous (900,000) 
 
Increase estimated revenues: 
21770-4200100000-767220 Federal – other operating grants $59,493 
 
Increase appropriations: 
21770-4200100000-523660 Computer supplies 1,075 
21770-4200100000-523680 Office equipment non-fixed assets 216 
21770-4200100000-546160 Equipment – other 58,202 
 Total 59,493 
 
The department requests a budget adjustment to purchase Smart Boards, to be used at 
their the new location, which will allow for connection to computers and the internet to 
provide real-time situational awareness and a common operating picture for Public 
Health Department Operations Center decision makers.  Funds are available through 
the FY 14/15 Center for Disease Control grant. 

Recommendation 33:  That the Board of Supervisors approve and direct the Auditor-
Controller to make budget adjustments increasing appropriations and estimated reve-
nue for the Department of Public Health by $4,000, as follows: 

Increase appropriations: 
21750-4200100000-546160 Equipment – other $4,000 
 
Increase estimated revenues: 
21750-4200100000-767220 Fed – other operating grants 4,000 

California Children’s Services 
The California Children’s Services program expects to meet its net county cost target for 
FY 14/15.  Higher caseloads for the CCS therapy unit will result in an increase in reve-
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nue.  The department requests a budget adjustment, included above, to allocate the 
administrative cost for services provided by the Department of Public Health to CCS. 

Department of Environmental Health 
The Department of Environmental Health’s third quarter revenue and expenditures are 
within FY 14/15 budget targets. 

Riverside County Regional Medical Center General Fund Programs 

Ambulatory Care 
The Department of Ambulatory Care, consisting of the ten family care clinics, expects to 
meet its net county cost target for FY 14/15.  The department projects revenue and ex-
penditures will be less than anticipated, due primarily to difficulty in recruiting and retain-
ing medical providers.  The department has seen a decrease in patient visits, which is 
affecting revenue.  However, an increase in anticipated MediCal capitated payments 
and a projected increase in Realignment revenue will offset the expected decrease. 

As the first year of reporting under the Affordable Care Act is completed, the department 
continues analyzing the effects on both Realignment funding and MediCal capitated 
payments.  The increase in the number of county residents covered under MediCal ex-
pansion may negatively impact funding received in other areas, such as Realignment.  
The department will continue to monitor and report such impacts as they become 
known. 

The department requests addition of one (1) patient accounts officer to ensure compli-
ance with regulations imposed by the federal government.  The department does not 
anticipate that there will be a budget impact this fiscal year, and included the position 
along with funding in the FY15/16 budget request. 

Recommendation 34:  That the Board of Supervisors approve amending Ordinance 
No. 440 as indicated in Attachment B to add one (1) Patient Accounts Officer for the 
Department of Ambulatory Care. 

Medically Indigent Services Program (MISP) 
The Medically Indigent Services Program (MISP) expects to meet its net county cost 
target of $2.2 million for FY 14/15. 

Correctional Health 
The department continues to recruit and fill positions for both juvenile detention and 
adult correctional facilities.  In addition, electronic health care medical record (EMR) 
system implementation continues.  Although the estimated cost for the EMR was ap-
proved on November 24, 2014, (Item 3-106), unanticipated infrastructure and equip-
ment costs will require additional funding, which will be submitted to the Board for ap-
proval.  Depending on the timing of costs associated with the EMR, general fund sup-
port may be needed to cover expenditures this year that occur earlier than budgeted. 
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Department of Mental Health 

Mental Health Treatment 
The North Side Integration Health Clinic on Blaine Street in the City of Riverside was 
moved to a larger facility on Rustin Avenue during the third quarter.  The new facility will 
be an integrated outpatient clinic where the department partners with County operated 
community health centers to provide primary care.  The facility will also allow the De-
partment of Mental Health to house multidisciplinary teams to provide treatment, case 
management and linkage to community services.  Treatment services will range from 
crisis intervention to short-term therapy and vocational services.  Mental Health Ser-
vices Act funds were used to make the purchase.  The department now requests that 
the Board adjust the budget to reflect moving revenue and expenditures from the ad-
ministration budget to the treatment budget. 

Recommendation 35:  That the Board of Supervisors approve and direct the Auditor-
Controller to make budget adjustments to appropriations and estimated revenue for 
Mental Health by $33,156,939 for the Rustin Avenue a capital facility purchase, as fol-
lows: 

Decrease appropriations: 
10000-4100400000-542040 Building – capital projects $33,156,939 
 
Decrease estimated revenue: 
10000-4100400000-751040 CA – Mental Health Services Act 33,156,939 
 
Increase appropriations: 
10000-4100200000-542040 Building – capital projects 33,156,939 
 
Increase estimated revenue: 
10000-4100200000-751040 CA – Mental Health Services Act 33,156,939 

Detention Mental Health 
The department reports that it faces significant, unavoidable budget impacts and re-
quests general fund support to avoid deficits at year-end.  Voters approved Prop. 47 on 
November 4, 2014, allowing for reconsideration of certain felony convictions, as re-
quested by the offender, reducing them to a misdemeanor.  At this time, no funding is 
available to mitigate the effects of the proposition.  The state is responsible for the cost 
of care when an individual is held, usually at Patton State Hospital, due to felony charg-
es.  However, if this same individual’s charges are reduced under Proposition 47, then 
the county bears the burden of care.  Currently, eleven individuals are at Patton where 
the daily bed rate is $626.  Existing revenue or reimbursement sources are not available 
to pay for the care.  Every effort is being made to move these individuals to less expen-
sive inpatient treatment.  Treatment costs since November 5, 2014, are estimated at 
$1.6 million.  The FY 15/16 estimate is $2.9 million.  The department of Mental Health 
requests funding to pay for the inpatient treatment services provided since November 5, 
2014. 
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Recommendation 36:  That the Board of Supervisors approve and direct the Auditor-
Controller to make budget adjustments to appropriations for Mental Health and contin-
gency by $1,638,868 for inpatient mental health treatment now provided by the county 
to misdemeanor felons pursuant to Prop. 47, as follows: 

Decrease appropriations: 
10000-1109000000-581000 Appropriation for contingencies $1,638,868 
 
Increase unassigned fund balance: 
10000-1109000000-370100 Unassigned fund balance 1,638,868 
 
Increase appropriations: 
10000-4100200000-530280 Private care provider 1,638,868 
 
Anticipated use of unassigned fund balance: 
10000-4100200000-370100 Unassigned fund balance 1,638,868 

PUBLIC ASSISTANCE 

Department of Public Social Services (DPSS) 
In the third quarter budget report, the Department of Public Social Services (DPSS) re-
ported Medi-Cal caseload growth of 53 percent through February 2015.  Most of the 
other self-sufficiency and social services programs also showed increases, but in the 
following lesser percentages:  in-home supportive services increased 10 percent, adult 
protective services increased 9 percent, foster care increased 8 percent, child welfare 
services increased 6 percent, CalFresh increased 5 percent and welfare to work and 
adoptions increased 4 percent.  CalWORKS, however, experienced negative growth of 
1 percent. 

For the third quarter, Medi-Cal monthly enrollment averaged 19,670, which represented 
a 15 percent increase over FY 13/14.  In addition, DPSS recently collaborated with the 
state and system vendors to clean-up a large backlog of cases and make benefits more 
readily available to applicants.  As of March 2015, 91 percent of the pending backlog 
cases were resolved.   

Aggressive recruiting and hiring continues in all major program areas in an effort to ac-
commodate program growth and keep pace with the 12 percent annual attrition rate.  In 
addition, the department is still using some carefully monitored temporary assistance 
and overtime to bridge the staffing gap.   

Looking forward, DPSS will be making a proposal for Board consideration to opt-in to 
the Approved Relative Caregiver (ARC) funding option program.  This program, enacted 
through SB855 in June 2014, established the foster care program rate for approved rel-
ative caregivers, ineligible to receive Aid to Families with Dependent Children–Foster 
Care (AFDC-FC), at the same level as children who are eligible to AFDC-FC payments.  
If approved, DPSS will agree to pay all approved relative caregivers the same rate paid 
to foster care providers, potentially retroactive to January 2015.  The department is cur-
rently assessing the number of cases that would be impacted through decisions to opt-
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in and provide retroactive payments. 

For FY 15/16, DPSS requested a significant increase in general fund support to expand 
operations in child protective services, adult protective services, and foster care, con-
sistent with the caseload growth experienced in FY 14/15 and projected into FY 15/16. 

Riverside County Children and Families Commission (RCCFC) 
First 5 Riverside recently moved into their new facility, located at 585 Technology Court, 
in Riverside.  An open house is scheduled for May 13, 2015, immediately following the 
Commission meeting.  Riverside County Children and Families Commission updated 
their anticipated use of fund balance to $6.7 million, which includes unbudgeted capital 
reserve expenses.  Funds unused this fiscal year remain available for service contracts 
through FY 15/16.  The year-end projected fund balance is $39.5 million.  The Commis-
sion has obligated nearly all of this balance for services in subsequent years. 

During the third quarter of FY 14/15, the Children and Families Commission filed the 
First 5 California annual report for FY 13/14.  The strategic plan for 2011-2016 was re-
viewed, pursuant to Health and Safety Code Section 130140(E).  The commission also 
continues to work on their 2017-2022 strategic plan.  In addition to determining the fo-
cus of funding investment, decisions on the use of fund balance to further established 
goals are being considered. 

Community Action Partnership (CAP) 
Community Action Partnership (CAP) expenditures are in alignment with the budget; 
there are no significant budget changes for this quarter. 

Veterans’ Services 
Veterans’ Services is on target to meet its FY 14/15 net county cost target. 

Office on Aging 
The Office on Aging expects to end the fiscal year within budget.  The department re-
quests a budget adjustment totaling $78,169, of which $63,169 is for the carryover of an 
extension of grant agreements with Desert Healthcare District, JFK Memorial Hospital, 
and Eisenhower Medical Center for care transitions intervention services.  In addition, 
$15,000 is for the memorandum of understanding between Riverside County In-Home 
Supportive Services (IHSS) Public Authority and Office on Aging to provide IHSS pro-
vider training through qualified and professional staff. 

Recommendation 37:  That the Board of Supervisors approve and direct the Auditor-
Controller to make budget adjustments increasing appropriations and estimated reve-
nues for Office on Aging by $78,169, as follows: 

Increase estimated revenues: 
21450-5300100000-774500 Health services $78,169 
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Increase appropriations: 
21450-5300100000-510040 Regular salaries 42,538 
21450-5300100000-518100 Budgeted benefits 24,375 
21450-5300100000-523700 Office supplies 250 
21450-5300100000-523800 Printing/binding 750 
21450-5300100000-526530 Rent-lease buildings 900 
21450-5300100000-527780 Special program expense 5,238 
21450-5300100000-527880 Training other 1,443 
21450-5300100000-529000 Miscellaneous travel expense 749 
21450-5300100000-529040 Private mileage reimbursement   1,926 
 Total 78,169 

EDUCATION, RECREATION, AND CULTURE 

Cooperative Extension 
The Cooperative Extension’s third quarter expenditures are within FY 14/15 budget tar-
gets.  However, increases in negotiated labor costs and internal service fund rates, in-
cluding general liability and property insurance charges, are projected to negatively af-
fect the Cooperative Extension’s ability to provide services to its constituents.  The 
memorandum of understanding between the county and the University of California re-
gents obligates the county to provide annual funding for staff support, business opera-
tions, and mileage reimbursement for the program. 

ENTERPRISE FUNDS 

Riverside County Regional Medical Center (RCRMC) 
Because of efforts on the part of hospital leadership and staff, along with the on-going 
implementation of Huron initiatives, RCRMC anticipates revenue will exceed expendi-
tures by $21.1 million by year-end due to collection of non-recurring prior year revenues 
along with enhanced revenue reimbursement from the Affordable Care Act (ACA).  In 
spite of anticipated capital expenditures, the medical center projects ending the year 
with positive net income. 

RCRMC will continue to face challenges as the receivables backlog is further reduced 
and the non-recurring revenue will not be available to offset on-going expenses in FY 
15/16.  In addition, the hospital relies on a significant amount of governmental Medicaid 
waiver revenue, which is ultimately impacted by other public hospital costs and subject 
to change based on the ACA.  Furthermore, the hospital director continues to indicate 
that a significant investment will be needed to acquire new equipment, integrated infor-
mation technology, and meet other infrastructure needs. 

Waste Management 
To date, Waste Management’s revenue and expenditures are within expectations for 
this fiscal year. 
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INTERNAL SERVICE FUNDS 

Facilities Management 

Custodial Services 

The Custodial Services division requests a budget adjustment of $250,000 to align ap-
propriations to meet operational needs for cleaning services, and allow the provision of 
uninterrupted services to customers.  Custodial Services is structurally imbalanced, and 
estimates ending the year exceeding estimated appropriations for salaries and benefits 
and operating costs and with an operating deficit.  Operating costs have increased due 
to new buildings and increased services.  Sufficient cash reserves are available to pro-
vide for expenses not covered through the normal rate recovery process.  The division 
will operate conservatively and closely monitor the estimated deficit.   

Recommendation 38:  That the Board approve and direct the Auditor-Controller to 
make budget adjustments increasing appropriations and estimated revenues for the 
Custodial Services division by $250,000, as follows: 

Increase estimated revenues:  
47200-7200200000-777480 Reimbursement of cost-administrative overhead $250,000 
 
Increase appropriations: 
47200-7200200000-520815 Cleaning and custodial supplies 250,000 

Maintenance 
On November 24, 2014, (Item 3-27), the Board adopted a rate increase for the Mainte-
nance Services division, with the revised rate effective December 11, 2014.  Payment 
collection occurs in arrears; therefore, little impact has been made on the financial con-
dition of the fund. 

Purchasing & Fleet Services 

Central Purchasing 
Purchasing is on track to remain within FY 14/15 budget targets.  There are significant 
salary savings due to difficulty filling Procurement Contract Specialist positions ap-
proved by the Board. 

Printing Services 
Sale of 'packet work' is lower than projected, as DPSS has reduced orders.  Manage-
ment sees a reduction in form printing as a permanent shift in the market and, as a re-
sult, Printing Services will reduce payroll by transferring one employee to Central Mail.  
Furthermore, management is evaluating the market for sign and banner printing within 
the county.  If sales grow for sign shop products, Printing Services will consider staffing 
changes and equipment additions to meet this need. 
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Supply Services 
Supply Services appears on track to meet budget targets for FY 14/15. 

Central Mail 
Central Mail Services appears on track to meet budget targets for FY 14/15. 

Fleet Services 
Overall, Fleet Services appears on track to meet budget targets for FY 14/15.  A signifi-
cant drop in fuel cost is good news for the county. 

The Treasurer-Tax Collector requests the addition of one vehicle.  Fleet Services re-
quests authorization to purchase this vehicle, an appropriation increase of $31,000 for 
the purchase of this vehicle, and an appropriation increase of $600 for vehicle deprecia-
tion.  These appropriations increases will be offset by additional revenue and use of un-
restricted net assets. 

Human Resources requests the addition of one vehicle.  Fleet Services requests au-
thorization to purchase this vehicle, an appropriation increase of $28,000 for purchase 
of this vehicle, and an appropriation increase of $500 for vehicle depreciation.  These 
appropriations increases will be offset by additional revenue and use of unrestricted net 
assets. 

Recommendation 39:  That the Board of Supervisors 1) authorize and direct the Pur-
chasing Agent to acquire one (1) replacement vehicle for the Treasurer-Tax Collector 
and one (1) replacement vehicle for Human Resources; and 2) direct the Auditor-
Controller to make budget adjustments increasing appropriations, estimated revenue, 
and use of available net assets for Fleet Services by $60,100, as follows:  

Increase appropriations: 
45300-7300500000-535562 Depreciation – vehicle $  1,100 
45300-7300500000-546320 Vehicles – cars/light trucks 59,000 
 Total 60,100 
Increase estimated revenue: 
45300-7300500000-777620 Vehicle cost recovery 59,000 
 
Anticipated use of net assets: 
45300-7300500000-380100 Unrestricted net assets 1,100 

Riverside County Information Technology (RCIT) 
The Riverside County Information Technology Department (RCIT) requests a budget 
adjustment to align expenditures with estimated revenues.  The FY 14/15 budget for 
RCIT was developed by the prior department administration and anticipated generating 
$4.97 million in department savings.  However, despite vacancies in the majority of key 
managerial positions, slowing initiatives, curtailing overtime and standby expenses, and 
continuing to carefully monitor expenses and maximize revenues through year-end, the 
department currently anticipates ending the year with a $1.6 million operating deficit.  
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Recommendation 40:  That the Board of Supervisors approve and direct the Auditor-
Controller to make adjustments to appropriations and net assets for RCIT by 
$4,976,171, as follows: 

Increase appropriations: 
45500-7400100000-520320 Telephone service $1,000,000 
45500-7400100000-521340 Maintenance – communications equipment      500,000 
45500-7400100000-523640 Computer equipment – non-fixed asset      476,171 
45500-7400100000-533720 Cap lease-purchase interest   1,100,000 
45500-7400100000-524660 Consultants   1,000,000 
45500-7400100000-525440 Professional services         900,000 
 Total   4,976,171 
 
Anticipated use of unrestricted net assets: 
45500-7400100000-380100 Unrestricted net assets   4,976,171 

General Liability Insurance 
Reimbursements of legal costs are higher than anticipated.  Claims losses are continu-
ing to trend higher, exceeding the funded confidence level.  Increased appropriations to 
pay claims are needed to ensure pending claims can be paid before year-end.  Human 
Resources will continue to monitor the spending on general liability claims. 

Recommendation 41:  That the Board of Supervisors approve and direct the Auditor-
Controller to make budget adjustments increasing appropriations and estimated reve-
nues for General Liability by $530,000, as follows: 

Increase estimated revenues: 
45960-1131000000-781360 Other miscellaneous revenue $530,000 
 
Increase appropriations: 
45960-1131000000-534280 Liability adj. expense 530,000 

Exclusive Care 
Exclusive Care revenues are trending higher than budgeted due to fee increases on 
participants and greater participation than expected.  Human Resources recommends 
budget adjustments to ensure appropriations are sufficient to cover fourth quarter ex-
penses. 

Recommendation 42:  That the Board of Supervisors approve and direct the Auditor-
Controller to make budget adjustments increasing appropriations and estimated reve-
nues for Exclusive Care by $3,254,000, as follows: 

Increase estimated revenues: 
45800-1132000000-781220 Contributions and donations $3,254,000 
 
Increase appropriations: 
45800-1132000000-525440 Professional services 400,000 
45800-1132000000-527780 Special program expense 365,000 
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45800-1132000000-534500 Hospital care service claims 2,489,000 
 Total 3,254,000 

Occupational Health and Wellness 
The Workers Compensation fund contributes to Occupational Health and Wellness staff 
salaries.  The department recommends a budget adjustment to address the contribu-
tions and offsetting appropriations for increased medical examination costs. 

Recommendation 43:  That the Board of Supervisors approve and direct the Auditor-
Controller to make budget adjustments increasing appropriations and estimated reve-
nues for Occupational Health and Wellness by $250,000, as follows: 

Increase estimated revenues: 
46120-1132900000-790600 Contributions from other county funds $250,000 
 
Increase appropriations: 
46120-1132900000-525060 Medical examinations – physicals 250,000 

SPECIAL DISTRICTS AND OTHER AGENCIES 

Flood Control and Water Conservation District 
Due to unanticipated extensive outside engineering review of encroachment permits, 
the Flood Control District requests a budget adjustment increasing appropriations for 
services and supplies within the district’s encroachment permit fund.  Most of the cost 
for this engineering review is deposit-based, and replenishment will occur through reve-
nue earned in the current fiscal year. 

Recommendation 44:  That the Board approve and direct the Auditor-Controller to 
make budget adjustments increasing appropriations and use of unrestricted net assets 
for the Flood Control Encroachment Permit fund by $60,000, as follows: 

Increase appropriations: 
40670-947160-524820 Engineering services $60,000 
 
Anticipated use of unrestricted net assets: 
40670-947160-380100 Unrestricted net assets 60,000 
 

National Pollutant Discharge Elimination System (NPDES) 
To date, expenditures within the NPDES fund are within third quarter FY 14/15 budget 
targets. 

Regional Parks and Open Space District 
The District Advisory Commission (DAC) is responsible for the oversight of the county 
fish and game fund.  At their March 5, 2005, meeting, the DAC voted to recommend 
appropriating $10,000 of committed fund balance in that fund towards the construction 
of the new outdoor classroom at Hidden Valley Nature Center.  
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Recommendation 45:  That the Board of Supervisors approve and direct the Auditor 
Controller to make budget adjustments increasing appropriations and use of committed 
fund balance for the Regional Park and Open Space District by $10,000, as follows: 

Increase appropriations: 
25500-931103-527780 Special program expense $10,000 
 
Anticipated use of fund balance: 
25500-931103-330100 Committed fund balance  10,000 
 
In FY 04/05, the Parks District transferred ownership and administration of the county 
community parks fund, to the Economic Development Agency (EDA).  It is mutually 
agreed and currently recommended the fund and all related assets and administration 
should transfer back to the District.  A narrative and budget adjustments necessary to 
effect that transfer from EDA are included elsewhere as part of this report. 

County Service Areas (CSAs) 
For the third quarter, four County Service Area (CSA) funds require budget adjustments.  
Three CSAs require budget adjustments for water costs and maintenance activities, and 
one CSA requires a budget adjustment for transfer of funds to the Parks Department. 

CSA 126 is in the Highgrove area, and requests a budget adjustment of $30,000 for a 
high increase in water rate. 

Recommendation 46:  That the Board of Supervisors approve and direct the Auditor-
Controller to make budget adjustments increasing appropriations and use of restricted 
fund balance for CSA 126 by $30,000, as follows: 

Increase appropriations:  
24325-912601-529550 Water $30,000 
 
Anticipated use of restricted fund balance: 
24325-912601-321101 Restricted program money 30,000 
 
CSA 143 (Rancho California Park) requests a budget adjustment of $400,000 for high 
water usage and replacement of plants with drought tolerant vegetation.   

Recommendation 47:  That the Board of Supervisors approve and direct the Auditor-
Controller to make budget adjustments increasing appropriations and use of restricted 
fund balance for CSA 143 by $400,000, as follows: 

Increase appropriations:  
24550-914301-522320 Maintenance grounds $300,000 
24550-914301-529550 Water 100,000 
 Total 400,000 
 
Anticipated use of restricted fund balance: 
24550-914301-321101 Restricted program money 400,000 
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The NPDES County Service Area is CSA 152.  CSA 152 requests a budget adjustment 
of $50,000 to implement drain basin upkeep activities. 

Recommendation 48:  That the Board of Supervisors approve and direct the Auditor-
Controller to make budget adjustments increasing appropriations and use of restricted 
fund balance for CSA 152 by $50,000, as follows 

Increase appropriations:  
24625-915201-522320 Maintenance – grounds $50,000 
 
Anticipated use of restricted fund balance: 
24625-915201-321101 Restricted program money 50,000 
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Attachment A Summary of Recommendations 

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

Recommendation 1:  That the Board of Supervisors approve and direct the Auditor-
Controller to make budget adjustments to appropriations for contingency and estimated 
property tax and RDA residual asset revenues totalling $10.6 million, as follows: 

Increase estimated revenue: 
10000-1300100000-700020 Property tax – current secured 7,655,000 
10000-1300100000-715070 RDV property tax residual assets 5,521,000 
10000-1300100000-781000 Contractual revenue - RDV      498,000 
 Total 13,674,000 
 
Decrease estimated revenue: 
10000-1300100000-701020 Property tax – current unsecured 574,000 
10000-1300100000-704000 Property tax – current supplemental 2,042,000 
10000-1300100000-705000 Property tax – prior supplemental    484,000 
 Total 3,100,000 
 
Increase appropriations: 
10000-1109000000-581000 Appropriations for contingencies 10,574,000 
 
Anticipated use of unassigned fund balance: 
10000-1109000000-370100 Unassigned fund balance 10,574,000 
 
Recommendation 2:  That the Board of Supervisors approves and directs the Auditor-
Controller to make adjustments releasing a remaining committed fund balance for 
Human Resources of $6,344, as follows: 

Release committed fund balance: 
10000-1130100000-330100 Committed fund balance $6,344 
 
Increase unassigned fund balance: 
10000-1130100000-370100 Unassigned fund balance 6,344 
 
Increase appropriations: 
10000-1109000000-581000 Appropriations for contingencies 6,344 
 
Anticipated use of unassigned fund balance: 
10000-1109000000-370100 Unassigned fund balance 6,344 
 
Recommendation 3:  That the Board approve and direct the Auditor-Controller to make 
budget adjustments to appropriations and unassigned fund balance for the capital 
improvement program and contingency by $5,200,000, as follows: 

Increase estimated revenue: 
30700-1104200000-790600 Contributions from other county funds 5,200,000 
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Increase appropriations: 
30700-1104200000-523360 Maintenance – tenant relocation 2,500,000 
30700-1104200000-537320 Interfund expense – improvements building 1,950,000 
30700-1104200000-546160 Equipment – other    750,000 
 Total 5,200,000 
 
Recommendation 4:  That the Board of Supervisors approve and direct the Auditor-
Controller to make budget adjustments increasing appropriations and estimated 
revenues for the Executive Office by $2,800,000, as follows: 

Increase estimated revenues: 
30700-1104200000-781120 Rebates and refunds $2,800,000 
 
Increase appropriations: 
30700-1104200000-520240 Communications equipment 2,800,000 
 
Recommendation 5:  That the Board approve and direct the Auditor-Controller to make 
budget adjustments increasing appropriations and use of restricted fund balance in the 
developer agreement fund by $275,000, as follows: 

Increase appropriations: 
30500-1103700000-551100 Contributions to other funds $275,000 
 
Anticipated use of restricted fund balance: 
30558-1103700000-322103 Restricted for capital project sub-fund 275,000 
 
Recommendation 6:  That the Board approve and direct the Auditor-Controller to make 
budget adjustments to appropriations and fund balance in contingency and contributions 
to other funds by $6,407,763, as follows: 

Decrease appropriations: 
10000-1109000000-581000 Appropriation for contingencies $6,407,763 
 
Increase unassigned fund balance: 
10000-1109000000-370100 Unassigned fund balance 6,407,763 
 
Increase appropriations: 
10000-1101000000-551100 Contributions to other funds 6,407,763 
 
Anticipated use of unassigned fund balance 
10000-1101000000-370100 Unassigned fund balance 6,407,763 

Recommendation 7:  That the Board of Supervisors 1) approve termination of the 
memorandum of understanding between the University of California, Riverside , and the 
County; approved by the County Board of Supervisors on June 7, 2011, and 
subsequently amended on April 10, 2012, committing $20 million in funding to support 
the UCR School of Medicine; 2) direct County Counsel to provide 30 day notice of 
termination to UCR, effective June 30, 2015; and, 3) direct the County Executive Officer 
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to repurpose discretionary tax increment pass-through revenue reserved for this 
purpose toward funding essential county services. 

Recommendation 8:  That the Board of Supervisors approve and direct the Auditor-
Controller to make budget adjustments increasing appropriations for Legislative and 
Administrative Support and decrease unassigned fund balance by $300,000, as follows: 

Increase appropriations: 
10000-1102900000-525440 Professional services $300,000 
 
Anticipated use of unassigned fund balance: 
10000-1102900000-370100 Unassigned fund balance 300,000 
 
Decrease appropriations: 
10000-1109000000-581000 Appropriation for contingency 300,000 
 
Recommendation 9:  That the Board of Supervisors approve and direct the Auditor-
Controller to make budget adjustments increasing appropriations and use of restricted 
fund balance in the RDA capital improvement fund and increasing appropriations and 
estimated revenue in general fund contingency by $6,241,442, as follows: 

Increase estimated revenue: 
31540-1100100000-781000 Contractual revenue - RDV $   148,749 
 
Increase appropriations: 
31540-1100100000-551100 Contributions to other funds 6,241,442 
 
Anticipated use of restricted fund balance: 
31542-1100100000-321101 Restricted program money 6,092,693 
 
Increase estimated revenue: 
40050-4300100000-790600 Contribution from other county funds 1,500,000 
 
Increase appropriations: 
40050-4300100000-546160 Equipment - other 1,500,000 
 
Increase estimated revenue: 
10000-1109000000-790600 Contribution from other county funds 4,741,442 
 
Increase appropriations: 
10000-1109000000-581000 Appropriation for contingencies 4,741,442 
 
Recommendation 10:  That the Board of Supervisors approve and direct the Auditor-
Controller to make budget adjustments to appropriations and use of restricted fund 
balance for the Casa Blanca pass-through fund by $276,215, as follows: 

Increase appropriations: 
22850-1100100000-551100 Contribution to other funds $276,215 
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Anticipated use of restricted fund balance: 
22850-1100100000-321101 Restricted program money 276,215 
 
Increase estimated revenue: 
10000-4200700000-790600 Contribution from other county funds 295,415 
 
Increase appropriations: 
10000-4200700000-526900 Instrument – Minor Medical Equipment 44,500 
10000-4200700000-546160 Equipment – Other 24,700 
 Total 69,200 
 
Increase in unassigned fund balance: 
10000-4200700000-370100 Unassigned fund balance 226,215 
 
Recommendation 11:  That the Board of Supervisors approve and direct the Auditor-
Controller to make budget adjustments increasing appropriations and estimated 
revenue for the Health and Juvenile Services Fund by $11,000, as follows: 

Increase estimated revenue: 
22430-1100100000-781000 Contractual revenue - RDV $11,000 
 
Increase appropriations: 
22430-1100100000-536240 Other contract agencies 11,000 
 
Recommendation 12:  That the Board of Supervisors approve and direct the Auditor-
Controller to make budget adjustments to appropriations and estimated revenue for the 
Accumulated Capital Outlay Fund by $265,000, as follows: 

Increase appropriations: 
30000-1100300000-536200 Contributions to non-county agency $265,000 
 
Increase estimated revenue: 
30000-1100300000-790600 Contributions from other county funds 265,000 
 
Recommendation 13:  That the Board of Supervisors approve and direct the Auditor-
Controller to make budget adjustments increasing estimated revenue and restricted 
fund balance for the Cabazon community revitalization act infrastructure fund by 
$715,177, as follows: 

Increase estimated revenue: 
30360-1100100000-790600 Contribution from other county funds $715,177 
 
Increase restricted fund balance: 
30360-1100100000-330109 Committed fund balance – capital projects 715,177 
 
Recommendation 14:  That the Board of Supervisors approve and direct the Auditor-
Controller to make budget adjustments increasing estimated revenue and restricted 
fund balance for the Wine Country infrastructure fund by $227,586, as follows: 
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Increase estimated revenue: 
30370-1100100000-790600 Contribution from other county funds $227,586 
 
Increase restricted fund balance: 
30370-1100100000-330109 Committed fund balance – capital projects 227,586 
 
Recommendation 15:  That the Board of Supervisors approve and direct the Auditor-
Controller to make budget adjustments to appropriations and use of committed fund 
balance for the solar payments fund by $328,137 and to contingency by $1,169,228, as 
follows: 

Increase appropriations: 
22840-1104100000-551100 Contributions to other funds $328,137 
 
Use of committed fund balance: 
22840-1104100000-330156 Committed fund balance – solar community benefit 226,347 
22840-1104100000-330157 Committed fund balance – solar general purpose 101,790 
 Total 328,137 
 
Increase estimated revenue: 
10000-1109000000-790600 Contribution from other county funds 1,169,228 
 
Increase appropriations: 
10000-1109000000-581000 Appropriation for contingencies 1,169,228 
 
Recommendation 16:  That the Board of Supervisors approve and direct the Auditor-
Controller make budget adjustments increasing appropriations and releasing committed 
fund balance for the Auditor-Controller by $72,000, as follows: 

Release committed fund balance: 
10000-1000100000-330152 Committed fund balance – ACO Internal Audit $72,000 
 
Increase unassigned fund balance: 
10000-1000100000-370100 Unassigned fund balance 72,000 
 
Increase appropriations: 
10000-1300100000-525440 Professional services 50,000 
10000-1300100000-522310 Maintenance – building and improvement 22,000 
 Total 72,000 
 
Anticipated use of unassigned fund balance: 
10000-1300100000-370100 Unassigned fund balance 72,000 
 
Recommendation 17:  That the Board of Supervisors approve and direct the Auditor-
Controller to make budget adjustments to appropriations and estimated revenues for 
Human Resources by $342,800, as follows: 

Increase estimated revenues: 
10000-1130100000-777520 Reimbursement for services $ 55,500 
10000-1130100000-781220 Contributions and donations 223,300 
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10000-1130100000-781360 Other miscellaneous revenue   64,000 
 Total 342,800 
 
Increase appropriations: 
10000-1130100000-510040 Regular salaries 172,500 
10000-1130100000-518100 Budgeted benefits 57,500 
10000-1130100000-523640 Computer equipment – non-fixed assets 155,300 
10000-1130100000-525440 Professional services 204,500 
10000-1130100000-572800 Intra-Miscellaneous (98,000) 
10000-1130100000-572900 Intra-personnel (149,000) 
 Total 342,800 
 
Recommendation 18:  That the Board of Supervisors approve and direct the Auditor-
Controller to make budget adjustments increasing appropriations and estimated 
revenue by $700,000, as follows: 

Increase estimated revenue: 
10000-1700100000-771210 School election service $  50,000 
10000-1700100000-771230 City election service  650,000 
 Total 700,000 
 
Increase appropriations: 
10000-1700100000-523760 Postage-mailing 165,000 
10000-1700100000-523800 Printing/binding 300,000 
10000-1700100000-532600 Capital lease – purchase principal 160,000 
10000-1700100000-546160 Equipment – other   75,000 
 Total 700,000 
 
Recommendation 19:  That the Board approve and direct the Auditor-Controller to 
make budget adjustments decreasing estimated revenues and increasing 
appropriations by $181,000, as follows: 

Decrease estimated revenues:  
21100-1900100000-778330 Interfund – salary reimbursement $181,000 
 
Increase appropriations: 
21100-1900100000-573400 Intra-fund expense – salary and benefit reimb. (181,000) 
 
Recommendation 20:  That the Board approve and direct the Auditor-Controller to 
make budget adjustments decreasing estimated revenues and increasing use of 
restricted fund balance for the Neighborhood Stabilization Program by $449,142, as 
follows: 

Decrease estimated revenues: 
21370-1900200000-766000 Fed – community redevelopment hm $449,142 
 
Anticipated use of restricted fund balance: 
21371-1900200000-321101 Restricted program money 218,733 
21374-1900200000-321101 Restricted program money 230,409 
 Total 449,142 
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Recommendation 21:  That the Board approve and direct the Auditor-Controller to 
make budget adjustments to appropriations and estimated revenues for the Fair and 
National Date Festival by $102,190, as follows: 

Increase estimated revenues: 
22200-1920100000-741060 Carnival $129,049 
22200-1920100000-741360 Concessions 22,027 
22200-1920100000-790600 Contributions from other county funds   32,373 
 Total 183,449 
Decrease estimated revenues: 
22200-1920100000-741020 Admissions 81,259 
 
Increase appropriations: 
22200-1920100000-523270 Special events 51,736 
22200-1920100000-521640 Maintenance – software 15,675 
22200-1920100000-525080 Temporary assistance pool services   34,779 
 Total 102,190 
 
Recommendation 22:  That the Board approve and direct the Auditor-Controller to 
make budget adjustments increasing appropriations and estimated revenues for the 
Energy division by $1,500,000, as follows: 

Increase estimated revenues:  
10000-7200600000-777610 Utilities $1,500,000 
 
Increase appropriations: 
10000-7200600000-529500 Electricity 900,000 
10000-7200600000-529510 Heating fuel 300,000 
10000-7200600000-529550 Water    300,000 
 Total 1,500,000 
 
Recommendation 23:  That the Board approve and direct the Auditor-Controller to 
make budget adjustments increasing appropriations and estimated revenues for the 
Project Management Office by $418,080, as follows: 

Increase estimated revenues:  
10000-7200500000-778330 Interfund revenue – salary reimbursement $418,080 
 
Increase appropriations: 
10000-7200500000-510040 Regular salaries 171,360 
10000-7200500000-518100 Budgeted benefits 66,640 
10000-7200500000-525500 Salary benefit reimbursement 45,707 
10000-7200500000-528500 Project cost expense 350,000 
10000-7200500000-575300 Intra-fund expense – facilities projects (215,627) 
 Total 418,080 
 
Recommendation 24:  That the Board approve and direct the Auditor-Controller to 
make budget adjustments increasing appropriations and estimated revenues for the Fire 
Department by $2,000,000, as follows: 
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Decrease appropriations: 
10000-1109000000-581000 Appropriations for contingency $2,000,000 
 
Increase unassigned fund balance: 
10000-1109000000-370100 Unassigned fund balance 2,000,000 
 
Increase appropriations: 
10000-2700200000-525440 Professional services 2,000,000 
 
Anticipated use of unassigned fund balance: 
10000-2700200000-370100 Unassigned fund balance 2,000,000 
 
Recommendation 25:  That the Board of Supervisors approve and direct the Auditor-
Controller to make budget adjustments decreasing appropriations for Contingency and 
estimated revenue for the Sheriff’s Department by $1,112,301, as follows: 

Decrease estimated revenue 
10000-2500100000-773690 Trial court funding – unallowable  $162,301 
 
Anticipated use of unassigned fund balance 
10000-2500100000--370100 Unassigned fund balance 162,301 
 
Decrease estimated revenue 
10000-2500500000-773690 Trial court funding – unallowable  900,000 
 
Anticipated use of unassigned fund balance 
10000-2500500000-370100 Unassigned fund balance 900,000 
 
Decrease estimated revenue 
10000-2500700000-773690 Trial court funding – unallowable    50,000 
 
Anticipated use of unassigned fund balance 
10000-2500700000--370100 Unassigned fund balance 50,000 
 
Decrease appropriations: 
10000-1109000000-581000 Appropriations for contingency 1,112,301 
 
Increase unassigned fund balance: 
10000-1109000000-370100 Unassigned fund balance 1,112,301 
 
Recommendation 26:  That the Board of Supervisors approve and direct the Auditor-
Controller to make budget adjustments increasing appropriations and revenue for 
Sheriff’s Patrol and decreasing appropriations for contingency by $479,000, as follows: 

Decrease appropriations: 
10000-1109000000-581000 Appropriations for contingency $479,000 
 
Increase unassigned fund balance: 
10000-1109000000-370100 Unassigned fund balance 479,000 
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Increase appropriations 
10000-2500300000-532600 Capital lease-purchase principal 479,000 
 
Anticipated use of unassigned fund balance: 
10000-2500300000--370100 Unassigned fund balance 479,000 
 
Recommendation 27:  That the Board approve and direct the Auditor-Controller to 
make budget adjustments to appropriations and unassigned fund balance for the Sheriff 
and contingency totaling $14,863,870, as follows: 

Decrease appropriations: 
10000-1109000000-581000 Appropriations for contingency $14,863,870 
 
Increase unassigned fund balance: 
10000-1109000000-370100 Unassigned fund balance 14,863,870 
 
Increase appropriations: 
10000-2500100000-510040 Regular salaries 363,407 
10000-2500100000-518100 Budgeted benefits 121,930 
 Total 485,337 
 
Anticipated use of unassigned fund balance: 
10000-2500100000-370100 Unassigned fund balance 485,337 
 
Increase appropriations: 
10000-2500200000-510040 Regular salaries 461,337 
10000-2500200000-518100 Budgeted benefits   86,480 
 Total 547,817 
 
Anticipated use of unassigned fund balance: 
10000-2500200000-370100 Unassigned fund balance 547,817 
 
Increase appropriations: 
10000-2500300000-510040 Regular salaries 6,936,726 
10000-2500300000-518100 Budgeted benefits 2,416,823 
 Total 9,353,549 
 
Anticipated use of unassigned fund balance: 
10000-2500300000-370100 Unassigned fund balance 9,353,549 
 
Increase appropriations: 
10000-2500400000-510040 Regular salaries 2,174,595 
10000-2500400000-518100 Budgeted benefits    802,188 
 Total 2,976,783 
 
Anticipated use of unassigned fund balance: 
10000-2500400000-370100 Unassigned fund balance 2,976,783 
 
Increase appropriations: 
10000-2500500000-510040 Regular salaries 508,323 
10000-2500500000-518100 Budgeted benefits   74,003 
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 Total 582,326 
 
Anticipated use of unassigned fund balance: 
10000-2500500000-370100 Unassigned fund balance 582,326 
 
Increase appropriations: 
10000-2500600000-510040 Regular salaries 1,262 
 
Anticipated use of unassigned fund balance: 
10000-2500600000-370100 Unassigned fund balance 1,262 
 
Increase appropriations: 
10000-2500700000-510040 Regular salaries 454,149 
10000-2500700000-518100 Budgeted benefits 143,010 
 Total 597,159 
 
Anticipated use of unassigned fund balance: 
10000-2500700000-370100 Unassigned fund balance 597,159 
 
Increase appropriations: 
10000-2501000000-510040 Regular salaries 188,453 
10000-2501000000-518100 Budgeted benefits   85,455 
 Total 273,908 
 
Anticipated use of unassigned fund balance: 
10000-2501000000-370100 Unassigned fund balance 273,908 
 
Increase appropriations: 
10000-2501100000-510040 Regular salaries 36,015 
10000-2501100000-518100 Budgeted benefits   9,714 
 Total 45,729 
 
Anticipated use of unassigned fund balance: 
10000-2501100000-370100 Unassigned fund balance 45,729 
 
Recommendation 28:  That the Board approve and direct the Auditor-Controller to 
make budget adjustments to appropriations and use of unassigned fund balance for the 
District Attorney and contingency by $2,950,000, as follows: 

Decrease appropriations: 
10000-1109000000-581000 Appropriation for contingencies $2,950,000 
 
Increase unassigned fund balance 
10000-1109000000-370100 Unassigned fund balance 2,950,000 
 
Increase appropriations: 
10000-2200100000-510040 Regular salaries 2,950,000 
 
Anticipated use of unassigned fund balance 
10000-2200100000-370100 Unassigned fund balance 2,950,000 
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Recommendation 29:  That the Board of Supervisors approve and direct the Auditor-
Controller to make budget adjustments increasing appropriations for Court Facilities and 
decreasing appropriations for contingency by $1,500,000, as follows:  

Decrease appropriations: 
10000-1109000000-581000 Appropriations for contingency $1,500,000 
 
Increase appropriations: 
10000-1103900000-528500 Project cost expenses 750,000 
10000-1103900000-536200 Contribution to non-county agency 500,000 
10000-1103900000-537320 Interfund expense – building improvements    250,000 
 Total 1,500,000 
 
Recommendation 30:  That the Board of Supervisors approve and direct the Auditor-
Controller to make budget adjustments decreasing estimated revenue for the Law 
Offices of the Public Defender by $994,000, increasing appropriations for the Law 
Offices of the Public Defender by $213,000, and decreasing appropriations for general 
fund contingency by $1,207,000, as follows: 

Decrease appropriations: 
10000-1109000000-581000 Appropriation for contingency 1,207,000 
 
Increase unassigned fund balance: 
10000-1109000000-370100 Unassigned fund balance 1,207,000 
 
Increase appropriations: 
10000-2400100000-510040 Regular salaries 213,000 
 
Decrease estimated revenue: 
10000-2400100000-781360 Other miscellaneous revenue 994,000 
 
Anticipated use of unassigned fund balance: 
10000-2400100000-370100 Unassigned fund balance 1,207,000 
 
Recommendation 31:  That the Board approve and direct the Auditor-Controller to 
make budget adjustments increasing appropriations and estimated revenues for County 
Airports by $189,154, as follows: 

Increase estimated revenues:  
22100-1910700000-741500 Temporary use lease $189,154 
 
Increase appropriations: 
22100-1910700000-522310 Maintenance – building and improvement 59,377 
22100-1910700000-522390 Maintenance – improve sewer 51,980 
22100-1910700000-525440 Professional services 51,835 
22100-1910700000-537020 Interfund expense – legal services   25,962 
 Total 189,154 
 
Recommendation 32:  That the Board of Supervisors 1) authorize the Purchasing 
Agent to purchase one (1) high capacity copier; and, 2) approve and direct the Auditor-
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Controller to make budget adjustments to appropriations and estimated revenue for the 
Department of Public Health, as follows: 

Increase estimated revenues: 
10000-4200100000-751500 CA – realignment 434,969 
 
Increase appropriations: 
10000-4200100000-524500 Administrative support direct $4,500,000 
10000-4200100000-525440 Professional services 434,969 
10000-4200100000-546140 Equipment – office 8,000 
10000-4200100000-572800 Intra-fund expense – miscellaneous (4,500,000) 
 Total 442,969 
Decrease appropriations: 
10000-4200100000-523800 Printing/binding 8,000 
 
Increase appropriations: 
10000-4200200000-524500 Administrative support direct 900,000 
10000-4200200000-572800 Intra-fund expense – miscellaneous (900,000) 
 
Increase estimated revenues: 
21770-4200100000-767220 Federal – other operating grants $59,493 
 
Increase appropriations: 
21770-4200100000-523660 Computer supplies 1,075 
21770-4200100000-523680 Office equipment non-fixed assets 216 
21770-4200100000-546160 Equipment – other 58,202 
 Total 59,493 
 
Recommendation 33:  That the Board of Supervisors approve and direct the Auditor-
Controller to make budget adjustments increasing appropriations and estimated 
revenue for the Department of Public Health by $4,000, as follows: 

Increase appropriations: 
21750-4200100000-546160 Equipment – other $4,000 
 
Increase estimated revenues: 
21750-4200100000-767220 Fed – other operating grants 4,000 
 
Recommendation 34:  That the Board of Supervisors approve amending Ordinance 
No. 440 to add one (1) Patient Accounts Officer for the Department of Ambulatory Care. 

Recommendation 35:  That the Board of Supervisors approve and direct the Auditor-
Controller to make budget adjustments to appropriations and estimated revenue for 
Mental Health by $33,156,939 for the Rustin Avenue a capital facility purchase, as 
follows: 

Decrease appropriations: 
10000-4100400000-542040 Building – capital projects $33,156,939 
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Decrease estimated revenue: 
10000-4100400000-751040 CA – Mental Health Services Act 33,156,939 
 
Increase appropriations: 
10000-4100200000-542040 Building – capital projects 33,156,939 
 
Increase estimated revenue: 
10000-4100200000-751040 CA – Mental Health Services Act 33,156,939 
 
Recommendation 36:  That the Board of Supervisors approve and direct the Auditor-
Controller to make budget adjustments to appropriations for Mental Health and 
contingency by $1,638,868 for inpatient mental health treatment now provided by the 
county to misdemeanor felons pursuant to Prop. 47, as follows: 

Decrease appropriations: 
10000-1109000000-581000 Appropriation for contingencies $1,638,868 
 
Increase unassigned fund balance: 
10000-1109000000-370100 Unassigned fund balance 1,638,868 
 
Increase appropriations: 
10000-4100200000-530280 Private care provider 1,638,868 
 
Anticipated use of unassigned fund balance: 
10000-4100200000-370100 Unassigned fund balance 1,638,868 
 
Recommendation 37:  That the Board of Supervisors approve and direct the Auditor-
Controller to make budget adjustments increasing appropriations and estimated 
revenues for Office on Aging by $78,169, as follows: 

Increase estimated revenues: 
21450-5300100000-774500 Health services $78,169 
 
Increase appropriations: 
21450-5300100000-510040 Regular salaries 42,538 
21450-5300100000-518100 Budgeted benefits 24,375 
21450-5300100000-523700 Office supplies 250 
21450-5300100000-523800 Printing/binding 750 
21450-5300100000-526530 Rent-lease buildings 900 
21450-5300100000-527780 Special program expense 5,238 
21450-5300100000-527880 Training other 1,443 
21450-5300100000-529000 Miscellaneous travel expense 749 
21450-5300100000-529040 Private mileage reimbursement   1,926 
 Total 78,169 
 
Recommendation 38:  That the Board approve and direct the Auditor-Controller to 
make budget adjustments increasing appropriations and estimated revenues for the 
Custodial Services Division by $250,000, as follows: 
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Increase estimated revenues:  
47200-7200200000-777480 Reimbursement of cost-administrative overhead $250,000 
 
Increase appropriations: 
47200-7200200000-520815 Cleaning and custodial supplies 250,000 
 
Recommendation 39:  That the Board of Supervisors 1) authorize and direct the 
Purchasing Agent to acquire one (1) replacement vehicle for the Treasurer-Tax 
Collector and one (1) replacement vehicle for Human Resources; and 2) direct the 
Auditor-Controller to make budget adjustments increasing appropriations, estimated 
revenue, and use of available net assets for Fleet Services by $60,100, as follows:  

Increase appropriations: 
45300-7300500000-535562 Depreciation – vehicle $  1,100 
45300-7300500000-546320 Vehicles – cars/light trucks 59,000 
 Total 60,100 
Increase estimated revenue: 
45300-7300500000-777620 Vehicle cost recovery 59,000 
 
Anticipated use of net assets: 
45300-7300500000-380100 Unrestricted net assets 1,100 
 
Recommendation 40:  That the Board of Supervisors approve and direct the Auditor-
Controller to make adjustments to appropriations and net assets for RCIT by 
$4,976,171, as follows: 

Increase appropriations: 
45500-7400100000-520320 Telephone service $1,000,000 
45500-7400100000-521340 Maintenance – communications equipment      500,000 
45500-7400100000-523640 Computer equipment – non-fixed asset      476,171 
45500-7400100000-533720 Cap lease-purchase interest   1,100,000 
45500-7400100000-524660 Consultants   1,000,000 
45500-7400100000-525440 Professional services         900,000 
 Total   4,976,171 
 
Anticipated use of unrestricted net assets: 
45500-7400100000-380100 Unrestricted net assets   4,976,171 
 
Recommendation 41:  That the Board of Supervisors approve and direct the Auditor-
Controller to make budget adjustments increasing appropriations and estimated 
revenues for General Liability by $530,000, as follows: 

Increase estimated revenues: 
45960-1131000000-781360 Other miscellaneous revenue $530,000 
 
Increase appropriations: 
45960-1131000000-534280 Liability adj. expense 530,000 
 
Recommendation 42:  That the Board of Supervisors approve and direct the Auditor-
Controller to make budget adjustments increasing appropriations and estimated 
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revenues for Exclusive Care by $3,254,000, as follows: 

Increase estimated revenues: 
45800-1132000000-781220 Contributions and donations $3,254,000 
 
Increase appropriations: 
45800-1132000000-525440 Professional services 400,000 
45800-1132000000-527780 Special program expense 365,000 
45800-1132000000-534500 Hospital care service claims 2,489,000 
 Total 3,254,000 
 
Recommendation 43:  That the Board of Supervisors approve and direct the Auditor-
Controller to make budget adjustments increasing appropriations and estimated 
revenues for Occupational Health and Wellness by $250,000, as follows: 

Increase estimated revenues: 
46120-1132900000-790600 Contributions from other county funds $250,000 
 
Increase appropriations: 
46120-1132900000-525060 Medical examinations – physicals 250,000 
 
Recommendation 44:  That the Board approve and direct the Auditor-Controller to 
make budget adjustments increasing appropriations and use of unrestricted net assets 
for the Flood Control Encroachment Permit fund by $60,000, as follows: 

Increase appropriations: 
40670-947160-524820 Engineering services $60,000 
 
Anticipated use of unrestricted net assets: 
40670-947160-380100 Unrestricted net assets 60,000 
 
Recommendation 45:  That the Board of Supervisors approve and direct the Auditor 
Controller to make budget adjustments increasing appropriations and use of committed 
fund balance for the Regional Park and Open Space District by $10,000, as follows: 

Increase appropriations: 
25500-931103-527780 Special program expense $10,000 
 
Use of committed fund balance: 
25500-931103-330100 Committed fund balance  10,000 
 
Recommendation 46:  That the Board of Supervisors approve and direct the Auditor-
Controller to make budget adjustments increasing appropriations and use of restricted 
fund balance for CSA 126 by $30,000, as follows: 

Increase appropriations:  
24325-912601-529550 Water $30,000 
 
Anticipated use of restricted fund balance: 
24325-912601-321101 Restricted program money 30,000 
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Recommendation 47:  That the Board of Supervisors approve and direct the Auditor-
Controller to make budget adjustments increasing appropriations and use of restricted 
fund balance for CSA 143 by $400,000, as follows: 

Increase appropriations:  
24550-914301-522320 Maintenance grounds $300,000 
24550-914301-529550 Water 100,000 
 Total 400,000 
 
Anticipated use of restricted fund balance: 
24550-914301-321101 Restricted program money 400,000 
 
Recommendation 48:  That the Board of Supervisors approve and direct the Auditor-
Controller to make budget adjustments increasing appropriations and use of restricted 
fund balance for CSA 152 by $50,000, as follows 

Increase appropriations:  
24625-915201-522320 Maintenance – grounds $50,000 
 
Anticipated use of restricted fund balance: 
24625-915201-321101 Restricted program money 50,000 
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Attachment B Resolution No. 440-8999 Amending Ordinance No. 440 

Resolution No. 440-8999 

BE IT RESOLVED by the Board of Supervisors of the County of Riverside, State of Cali-
fornia, in regular session assembled on May 11, 2015, that pursuant to Section 4(a)(ii) 
of Ordinance No. 440, the Executive Office is authorized to make the following listed 
change(s), operative on the date of approval, as follows: 

Job code +/- Department ID Class Title Type 

77467 +1 4200700000 Patient Accounts Officer Regular 
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Sales Tax Update

In Brief

Top 25 Producers
 In Alphabetical Order

www.hdlcompanies.com  |  888.861.0220

Q4
2014

Riverside 
County

Receipts for the unincorporated 
area’s October through December 
sales were 42.8% higher than the 
same quarter one year ago. Ex-
cluding reporting aberrations actual 
sales activity was up 12.2%.

The disparity between cash re-
ceipts and local economic activity 
was largely due to recovery of a use 
tax payment incorrectly allocated to 
the countywide use tax pool.  The 
retroactive correction boosted busi-
ness and industry receipts but also 
cut pool amounts available for distri-
bution this quarter.

General consumer results were ro-
bust and were mainly due to strong 
sales at Desert Hills Premium Out-
lets.  New restaurant openings at 
Desert Hills also added to restau-
rant and hotel gains.   

Several business classifications in 
the building and construction seg-
ment were up but the contractor cat-
egory contributed most.

Lower gas prices cut fuel and 
service station receipts; business 
closeouts and a onetime takeaway 
for a prior tax overpayment reduced 
proceeds from the autos and trans-
portation group.  Business close-
outs also pared the food and drug 
comparison.  

Adjusted for aberrations, taxable 
sales for all of Riverside County 
grew 5.3% compared to the year-
ago quarter, as Southern California 
as a whole was up 4.3%.

Riverside County

First Quarter Receipts for Fourth Quarter Sales (October - December 2014)

Published by HdL Companies in Spring 2015

Arco AM PM
Burberry
California Trusframe 
Calvin Klein 
Circle K
Coach
Desert Sunlight
Directbuy
GE Packaged Power
Gucci 
Heavy Equipment 

Rentals
Liz Claiborne 
Michael Kors

Neiman Marcus Last 
Call

Nike 
Pilot Travel Center
Prada 
Ralph Lauren
RDO Equipment
Russell Sigler
Spates Fabricators
Stater Bros
Sysco
Tory Burch 
Vons Fuel
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SALES TAX BY MAJOR BUSINESS GROUP

4th Quarter 2013

4th Quarter 2014
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$(6,998,635)$(6,189,348)

$27,994,540 $24,757,394 

 21,826  13,074 

 2,519,605  2,407,085 

$25,453,108 $22,337,235 
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Point-of-Sale

County Pool

State Pool

Gross Receipts

Less Triple Flip*

REVENUE COMPARISON
Three Quarters – Fiscal Year To Date

*Reimbursed from county compensation fund
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REVENUE BY BUSINESS GROUP
Riverside County This Quarter

Q4 '14*

Unincorporated County

RIVERSIDE COUNTY TOP 15 BUSINESS TYPES

Business Type Change Change Change

County HdL State*In thousands

21.3% 9.1%6.7%Contractors   525.6 

na  25.2%540.2%Electrical Equipment   2,857.2 — CONFIDENTIAL —

11.2% 22.9%-7.6%Energy/Utilities   1,383.5 — CONFIDENTIAL —

36.0% 5.0%16.1%Family Apparel   1,249.3 

15.8% 8.7%-16.0%Food Service Equip./Supplies   131.5 

13.1% 5.4%3.4%Garden/Agricultural Supplies   143.8 

0.9% 3.6%1.2%Grocery Stores Liquor   197.9 

130.7% 6.9%6.4%Home Furnishings   124.4 

20.3% 7.5%11.2%Quick-Service Restaurants   242.1 

-21.0% -10.5%-13.3%Service Stations   958.5 

20.6% 7.6%10.3%Shoe Stores   291.3 

9.8% 6.0%9.0%Specialty Stores   260.6 

3.7% 3.6%23.0%Warehse/Farm/Const. Equip.   129.3 

13.4% 5.6%9.5%Wineries   234.7 

8.2% -1.7%6.6%Women's Apparel   564.1 

3.8%7.9%47.1%

4.9%

42.8%

$10,692.3 

$855.8 

$11,548.0 

Total All Accounts

County & State Pool Allocation

Gross Receipts

-23.0% 4.7%

4.8% 3.9%

Holiday Quarter Up
Adjusted for accounting aberrations, 
California’s local sales and use tax rev-
enues for the fourth quarter (October 
– December) of 2014 were 3.6% higher 
than last year’s holiday quarter.

The gain was primarily due to contin-
ued strong demand for new cars and 
trucks, increased restaurant patronage 
and a rise in the countywide “use tax” 
allocation pools resulting from a shift 
to online shopping where much of the 
merchandise is shipped from out of state. 
General consumer goods sales allocat-
ed via the pools rose 22% during this 
holiday quarter versus an increase in tax 
receipts from brick and mortar stores of 
only 2.8%.

Robust sales for building and con-
struction materials added to the over-
all increase which was largely offset by 
significant declines in revenues from 
petroleum related industries and ser-
vice stations.

Gasoline Supply and Demand
Statewide, fourth quarter’s tax receipts 
from fuel and service stations dropped 
10.4% from the previous year. Prices 
rebounded in the first quarter of 2015 
due to refinery shutdowns and labor 
strife but remained well below the pri-
or year due to a worldwide supply glut 
and weak demand.

Spending cuts by oil producers and a 
sharp decline in the number of rigs drill-
ing for crude in the U.S. could reduce 
output and place upward pressure on 
prices in the second half of 2015. How-
ever, improved fuel efficiency and de-
mographic changes continue to reduce 
demand for gasoline, with consumption 
at the lowest it has been in 30 years.

From 2008 through 2014 Californians 
purchased just over 10 million new 
vehicles, with mileage ratings almost 
22% higher than those they replaced. 
Also, usage has further declined as baby 
boomers age into retirement and mil-
lennials increasingly favor public trans-
portation and car services that make 
owning a vehicle less necessary.

Triple Flip Unwind
In March 2004, California voters ap-
proved Proposition 57, the California 
Economic Recovery Bond Act that au-
thorized the issuance of $15 billion in 
“Economic Recovery Bonds” to close the 
state’s operating budget deficit.

The Bradley-Burns local sales tax rate 
was decreased from 1 percent to 0.75 
percent and the diverted 0.25 percent 
rate was pledged to repay the bonds. 
The state then directed that counties 
reimburse local governments for the 
0.25 percent loss with property tax from 
the Educational Revenue Augmentation 
Fund (ERAF) set up for schools and 
then reimburse schools for the ERAF 
loss from the State General Fund. The 
funding scheme became known as the 
“Triple Flip.”

The governor’s FY 2014-15 state budget 
currently provides for retiring the bonds 
as early as July 2015. If carried out as 
planned, local agencies would receive 
their final “true-ups” of triple flip re-
imbursements in the first half of 2016 
and the full one cent Bradley-Burns tax 
reinstated in their second quarter 2016 
receipts.
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ĐŽŶ �ĐŽŶŽŵŝĐƐ ƚŚĞŶ ĐƌĂŌƐ Ă �ĂůŝĨŽƌŶŝĂ ŵŽĚĞů ƚŚĂƚ ŝŶĐŽƌƉŽƌĂƚĞƐ ŵĂĐƌŽ ƚƌĞŶĚƐ Ăƚ ƚŚĞ ŶĂƟŽŶĂů ůĞǀĞů ǁŝƚŚ ƚƌĞŶĚƐ ŝŶ ƚŚĞ
ƐƚĂƚĞǁŝĚĞ ĞĐŽŶŽŵǇ ŝŶĐůƵĚŝŶŐ ĞŵƉůŽǇŵĞŶƚͬůĂďŽƌ ŵĂƌŬĞƚƐ͕ ĚĞŵŽŐƌĂƉŚŝĐƐ͕ ƌĞĂů ĞƐƚĂƚĞ͕ ĂŶĚ ďƵƐŝŶĞƐƐ ĂĐƟǀŝƚǇ ŝŶĚŝĐĂƚŽƌƐ͘

dĂŬŝŶŐ ŝŶƚŽ ĂĐĐŽƵŶƚ ƚŚĞƐĞ ƐƚĂƚĞ ĂŶĚ ŶĂƟŽŶĂů ĨĂĐƚŽƌƐ͕ �ĞĂĐŽŶ �ĐŽŶŽŵŝĐƐ ƐĞƚƐ ƵƉ Ă ƌĞŐŝŽŶĂů ŵŽĚĞů ĨŽƌ ZŝǀĞƌƐŝĚĞ �ŽƵŶƚǇ
ƵƐŝŶŐ ƚŚĞŵĂĐƌŽ ƚƌĞŶĚƐ ĂůŽŶŐǁŝƚŚ Ă ǀĂƌŝĞƚǇ ŽĨ ƐƉĞĐŝĮĐ ƌĞŐŝŽŶĂů ĚĂƚĂͶŝŶĐůƵĚŝŶŐ ĮŐƵƌĞƐ ŽŶ ƌĞǀĞŶƵĞƐ ƚŚĂƚǁĞƌĞ ƉƌŽǀŝĚĞĚ
ďǇ ƚŚĞ �ŽƵŶƚǇ ŽĨ ZŝǀĞƌƐŝĚĞͶƚŽ ĐƌĞĂƚĞ Ă ůŽĐĂů ĨŽƌĞĐĂƐƚ ƚŚĂƚ ĚĞůŝǀĞƌƐ Ă ďƌŽĂĚ ŽƵƚůŽŽŬ ĨŽƌ ƚŚĞ ƌĞŐŝŽŶ ŽŶ͗

�ŵƉůŽǇŵĞŶƚ ďǇ ŝŶĚƵƐƚƌǇ

hŶĞŵƉůŽǇŵĞŶƚ ƌĂƚĞ

�ŽŶƐƵŵĞƌ ƐƉĞŶĚŝŶŐ ĂŶĚ ŝŶĐŽŵĞ ƚƌĞŶĚƐ

WŽƉƵůĂƟŽŶ ĂŶĚ ĐŽŵƉŽŶĞŶƚƐ ŽĨ ĐŚĂŶŐĞ

ZĞƐŝĚĞŶƟĂů ĂŶĚ ŶŽŶƌĞƐŝĚĞŶƟĂů ƌĞĂů ĞƐƚĂƚĞ ĂŶĚ ĐŽŶƐƚƌƵĐƟŽŶ͘

dŚĞ ƌĞŐŝŽŶĂů ĂƐƐĞƐƐŵĞŶƚ ŚŝŐŚůŝŐŚƚƐ ƚŚĞ ŵĂũŽƌ ĚƌŝǀĞƌƐ ŽŶ ƚŚĞ ŶĂƟŽŶĂů ůĞǀĞů͕ ĐŽŶƟŶƵĞƐ ǁŝƚŚ ĚĞǀĞůŽƉŵĞŶƚƐ ŝŶ ƚŚĞ ^ƚĂƚĞ
ŽĨ �ĂůŝĨŽƌŶŝĂ͕ ĂŶĚ ǌŽŽŵƐ ŝŶ ŽŶ ƚŚĞ ĞĐŽŶŽŵǇ ŽĨ ZŝǀĞƌƐŝĚĞ �ŽƵŶƚǇ ƚŽ ƉƌŽǀŝĚĞ Ă ĨŽƌĞĐĂƐƚ ŽĨ ƚŚĞ �ŽƵŶƚǇ Ɛ͛ ŵĂũŽƌ ƌĞǀĞŶƵĞ
ƐƚƌĞĂŵƐ ŽƵƚ ƚŽ ĮƐĐĂů ǇĞĂƌ ϮϬϭϵͲϮϬ͘

ZŝǀĞƌƐŝĚĞ �ŽƵŶƚǇ ZĞǀĞŶƵĞ &ŽƌĞĐĂƐƚ

ZĞǀĞŶƵĞ ^ƚƌĞĂŵ
�ĐƚƵĂů &ŽƌĞĐĂƐƚ

&z ϮϬϭϰ &z ϮϬϭϱ &z ϮϬϭϲ &z ϮϬϭϳ &z ϮϬϭϴ &z ϮϬϭϵ &z ϮϬϮϬ

WƌŽƉŽƐŝƟŽŶ ϭϳϮ ϭϰϳ͕Ϭϵϴ͕ϬϬϴ ϭϱϲ͕ϵϰϴ͕ϬϰϮ ϭϳϭ͕ϭϮϰ͕ϭϳϳ ϭϴϱ͕ϲϮϱ͕ϭϮϵ ϮϬϬ͕ϳϰϯ͕ϵϮϴ Ϯϭϱ͕Ϯϴϰ͕ϭϲϵ ϮϮϴ͕ϱϰϵ͕ϮϰϮ
'ƌŽǁƚŚ;йͿ ϭϬ͘ϲ ϲ͘ϳ ϵ͘Ϭ ϴ͘ϱ ϴ͘ϭ ϳ͘Ϯ ϲ͘Ϯ

�ƐƐĞƐƐĞĚ sĂůƵĞ ;Ψ ϬϬϬƐͿ ϮϭϮ͕ϵϳϱ͕ϱϰϭ ϮϮϵ͕ϰϲϬ͕ϴϮϲ Ϯϰϯ͕ϴϳϭ͕ϵϬϬ Ϯϱϵ͕ϱϱϳ͕ϴϬϬ Ϯϳϲ͕ϰϬϵ͕ϲϬϬ Ϯϵϯ͕Ϭϲϰ͕ϳϬϬ ϯϭϬ͕ϱϵϰ͕ϳϬϬ
'ƌŽǁƚŚ;йͿ ϯ͘ϵ ϳ͘ϳ ϲ͘ϯ ϲ͘ϰ ϲ͘ϱ ϲ͘Ϭ ϲ͘Ϭ

WƌŽƉĞƌƚǇ dĂǆ ϰϲϵ͕ϭϬϬ͕ϵϭϲ ϱϭϳ͕ϵϬϱ͕ϬϬϬ ϱϱϬ͕ϰϯϭ͕ϱϰϭ ϱϴϱ͕ϴϯϱ͕ϰϯϮ ϲϮϯ͕ϴϳϬ͕ϴϮϬ ϲϲϭ͕ϰϲϮ͕Ϯϰϱ ϳϬϭ͕ϬϮϴ͕ϯϲϲ
'ƌŽǁƚŚ;йͿ ϰ͘ϴ ϭϬ͘ϰ ϲ͘ϯ ϲ͘ϰ ϲ͘ϱ ϲ͘Ϭ ϲ͘Ϭ

^ĂůĞƐ dĂǆ ϯϱ͕ϰϰϮ͕ϳϭϱ Ϯϵ͕ϰϬϬ͕ϬϬϬ Ϯϵ͕ϳϲϯ͕ϯϮϬ ϯϭ͕ϯϱϬ͕ϴϴϬ ϯϯ͕ϱϱϴ͕ϲϳϬ ϯϲ͕ϬϬϰ͕ϵϲϬ ϯϴ͕ϰϯϴ͕ϭϲϬ
'ƌŽǁƚŚ;йͿ ϭϵ͘ϭ Ͳϭϳ͘Ϭ ϭ͘Ϯ ϱ͘ϯ ϳ͘Ϭ ϳ͘ϯ ϲ͘ϴ

WƌŽƉĞƌƚǇ dƌĂŶƐĨĞƌ dĂǆ ϭϮ͕Ϯϴϳ͕ϳϴϲ ϭϮ͕ϴϬϬ͕ϳϭϵ ϭϰ͕ϴϵϳ͕ϵϵϬ ϭϲ͕ϴϰϭ͕ϴϵϬ ϭϴ͕ϲϱϳ͕ϰϭϬ ϮϬ͕ϯϰϭ͕ϱϳϬ Ϯϭ͕ϵϲϮ͕ϱϲϬ
'ƌŽǁƚŚ;йͿ ϭϬ͘ϱ ϰ͘Ϯ ϭϲ͘ϰ ϭϯ͘Ϭ ϭϬ͘ϴ ϵ͘Ϭ ϴ͘Ϭ

^ŽƵƌĐĞ͗ &ŽƌĞĐĂƐƚ ďǇ �ĞĂĐŽŶ �ĐŽŶŽŵŝĐƐ

ZŝǀĞƌƐŝĚĞ �ŽƵŶƚǇ ZĞǀĞŶƵĞ &ŽƌĞĐĂƐƚ ϭ



����ÊÄ ��ÊÄÊÃ®�Ý

/Ŷ ƚŚĞ ŵŽƐƚ ƌĞĐĞŶƚ ĞĚŝƟŽŶ ŽĨ �ĞĂĐŽŶŽŵŝĐƐ ;ĨƌĞĞ ŽĨ ĐŚĂƌŐĞ Ăƚ Ϳ͕ �ĞĂĐŽŶ �ĐŽŶŽŵŝĐƐ ƉƌŽǀŝĚĞƐ ĂŶ
ŝŶͲĚĞƉƚŚ ĂŶĂůǇƐŝƐ ŽĨ ĐƵƌƌĞŶƚ ŶĂƟŽŶĂů ĂŶĚ ƐƚĂƚĞ ĞĐŽŶŽŵŝĐ ƚƌĞŶĚƐ͘ �ĞůŽǁ ŝƐ Ă ďƌŝĞĨ ƐƵŵŵĂƌǇ ŽĨ ǁŚĂƚ ŝƚ ƐĞĞƐ ŚĂƉƉĞŶŝŶŐ
ĨŽƌ ƚŚĞ h͘ ^͘ ĂŶĚ �ĂůŝĨŽƌŶŝĂ ĞĐŽŶŽŵŝĞƐ͘

hŶŝƚĞĚ ^ƚĂƚĞƐ �ĐŽŶŽŵǇ

�ƵƌŝŶŐ ƚŚĞ ĨŽƵƌƚŚ ƋƵĂƌƚĞƌ ŽĨ ϮϬϭϰ͕ ƚŚĞ h͘ ^͘ ĞĐŽŶŽŵǇ ŐƌĞǁ Ăƚ Ă Ϯ͘Ϯй ĂŶŶƵĂů ƌĂƚĞ͕ ĚŽǁŶ ĨƌŽŵ ƚŚĞ ƉƌĞǀŝŽƵƐ ƋƵĂƌƚĞƌ Ɛ͛
ϱ͘Ϭй ŐƌŽǁƚŚ ďƵƚ ƐƟůů ŽŶ ƉĂƌ ǁŝƚŚ ƚŚĞ ƉŽƐƚͲƌĞĐĞƐƐŝŽŶ ĂǀĞƌĂŐĞ ŐƌŽǁƚŚ ŽĨ Ϯ͘ϯй͘

dŚĞ ŐůŽďĂů ĞĐŽŶŽŵǇ ŚĂƐ ĞǆŚŝďŝƚĞĚ ǁĞĂŬ ŐƌŽǁƚŚ ůĂƚĞůǇ͘ �ƵƌŽƉĞ ŚĂƐ ǇĞƚ ƚŽ ƉƵůů ŽƵƚ ŽĨ ŝƚƐ ƌĞĐĞƐƐŝŽŶ͘ �ŚŝŶĂ Ɛ͛ ŐƌŽǁƚŚ
ŚĂƐ ƐůŽǁĞĚ ĂŶĚ ŝƚƐ ƌĞĂů ĞƐƚĂƚĞ ŵĂƌŬĞƚƐ ŚĂǀĞ ƐŚŽǁĞĚ ƐŝŐŶƐ ŽĨ ĚŝƐƚƌĞƐƐ͘ �Ƶƚ ƵŶůŝŬĞ ƚŚĞ ƉƌĞǀŝŽƵƐ ŐůŽďĂů ĚŽǁŶƚƵƌŶ͕ ƚŚĞ
h͘ ^͘ ŝƐ ŶŽ ůŽŶŐĞƌ Ăƚ ƚŚĞ ĐŽƌĞ ŽĨ ƚŚĞ ƉƌŽďůĞŵ ĂŶĚ ŝƐ Ă ƐŽƵƌĐĞ ŽĨ ƐƚƌĞŶŐƚŚ ŝŶ ƚŚĞ ŝŶƚĞƌŶĂƟŽŶĂů ĞĐŽŶŽŵǇ͘

EĞĂƌůǇ ĞǀĞƌǇ ƉĂƌƚ ŽĨ ƚŚĞ h͘ ^͘ ĞĐŽŶŽŵǇ ŝƐ ƐŚŽǁŝŶŐ ƌĞĂů ƐŝŐŶƐ ŽĨ ƐůŽǁ ďƵƚ ƐƚĞĂĚǇ ŝŵƉƌŽǀĞŵĞŶƚ͕ ĨƌŽŵŚŽƵƐŝŶŐ ƚŽ ƉƵďůŝĐ
ƐƉĞŶĚŝŶŐ ĂŶĚ ĐƌĞĚŝƚ͘ dŚĞ ŽŶůǇ ƉŽƌƟŽŶ ŽĨ ƚŚĞ ĞĐŽŶŽŵǇ ƚŚĂƚ ŝƐ ĂĐƟŶŐ ĂƐ Ă ĚƌĂŝŶ ŽŶ ƚŚĞ ŶĂƟŽŶ ŝƐ ƚŚĞ ĞǆƉŽƌƚ ƐĞĐƚŽƌ
ĚƵĞ ƚŽ ǁĞĂŬŶĞƐƐ ŝŶ ƚŚĞ ŐůŽďĂů ĞĐŽŶŽŵǇ͘

�ĞĂĐŽŶ �ĐŽŶŽŵŝĐƐ ŝƐ ĐƵƌƌĞŶƚůǇ ĨŽƌĞĐĂƐƟŶŐ ƚŚĞ h͘ ^͘ ĞĐŽŶŽŵǇ ǁŝůů ŐƌŽǁ Ăƚ Ă ƉĂĐĞ ŵŽĚĞƐƚůǇ ŽǀĞƌ ϯй ŝŶ ϮϬϭϱ͕ ǁŝƚŚ
ƚŚĞ ĨŽůůŽǁŝŶŐ ǇĞĂƌ ŝŵƉƌŽǀŝŶŐ ĞǀĞŶ ŵŽƌĞ͘

�Ɛ ĨŽƌ ŵĂũŽƌ ƌŝƐŬƐ͕ ƚŚĞǇ ƌĞŵĂŝŶ ůĂƌŐĞůǇ ĞǆƚĞƌŶĂů͕ ĂůƚŚŽƵŐŚ ƚŚĞƌĞ ŝƐ ŶŽƚŚŝŶŐ ŽŶ ƚŚĞ ŝŶƚĞƌŶĂƟŽŶĂů ĨƌŽŶƚ ƚŚĂƚ ĐŽƵůĚ ƐĞƌŝͲ
ŽƵƐůǇ ĚĞƌĂŝů ƚŚĞ ŶĂƟŽŶ Ɛ͛ ĞĐŽŶŽŵǇ͘ dŚĞ ŐůŽďĂů ĞĐŽŶŽŵǇ ƌĞŵĂŝŶƐ ƚŚĞ ƐǁŝŶŐ ŝƚĞŵ͘ ZĞŐĂƌĚůĞƐƐ͕ ƚŚĞ h͘ ^͘ ĞĐŽŶŽŵǇ ǁŝůů
ĐŽŶƟŶƵĞ ƚŽ ĞǆƉĂŶĚ ĨŽƌ ƚŚĞ ĨŽƌĞƐĞĞĂďůĞ ĨƵƚƵƌĞ͘

�ĂůŝĨŽƌŶŝĂ �ĐŽŶŽŵǇ

�Ɛ ƚŚĞ 'ƌĞĂƚ ZĞĐĞƐƐŝŽŶ ĨĂĚĞƐ ĨƌŽŵ �ĂůŝĨŽƌŶŝĂ Ɛ͛ ƌĞĂƌͲǀŝĞǁ ŵŝƌƌŽƌ͕ ŝƚ ŝƐ ďĞĐŽŵŝŶŐ ŝŶĐƌĞĂƐŝŶŐůǇ ŝŵƉĞƌĂƟǀĞ ƚŽ ĨŽĐƵƐ ŽŶ
ƚŚĞ ƐƚƌƵĐƚƵƌĂů ĐŚĂůůĞŶŐĞƐ ƚŚĂƚ ƚŚĞ ƐƚĂƚĞ ĨĂĐĞƐ ŽǀĞƌ ƚŚĞ ůŽŶŐ ƌƵŶ͘

�ŵŽŶŐ ƚŚĞ ŽďƐƚĂĐůĞƐ ƚŚĞ ƐƚĂƚĞ ĨĂĐĞƐ ĂƌĞ ŝŵƉƌŽǀŝŶŐ ĞĚƵĐĂƟŽŶĂů ĂƩĂŝŶŵĞŶƚ͕ ĨƵŶĚŝŶŐ ƚŚĞ ƐƚĂƚĞ Ɛ͛ ƉĞŶƐŝŽŶ ŽďůŝŐĂƟŽŶƐ͕
ŝŶĨƌĂƐƚƌƵĐƚƵƌĞ ŝŶǀĞƐƚŵĞŶƚƐ͕ ƌĞĚƵĐŝŶŐ ƚŚĞ ĐŽƐƚ ŽĨ ŚŽƵƐŝŶŐ͕ ĂŶĚ ƌĞĨŽƌŵŝŶŐ ƚŚĞ ƚĂǆ ƐǇƐƚĞŵ ƚŽ ŵŝƟŐĂƚĞ ƚŚĞ ĞīĞĐƚƐ ŽĨ
ĨƵƚƵƌĞ ĞĐŽŶŽŵŝĐ ĚŽǁŶƚƵƌŶƐ͘

EŽŶĨĂƌŵ ĞŵƉůŽǇŵĞŶƚ ŝŶ ƚŚĞ 'ŽůĚĞŶ ^ƚĂƚĞ ŚĂƐ ŵĂŝŶƚĂŝŶĞĚ ƐƚĞĂĚǇ ũŽď ŐƌŽǁƚŚ ŽǀĞƌ ƚŚŝƐ ůĂƐƚ ǇĞĂƌ͕ ĂŶĚ ƚŚĞ ůĂďŽƌ
ŵĂƌŬĞƚ ŝƐ ŝŶ ĞǀĞŶ ďĞƩĞƌ ƐŚĂƉĞ ƚŚĂŶ ŽƌŝŐŝŶĂůůǇ ĞƐƟŵĂƚĞĚ͘ WƌŝŽƌ ƚŽ ƚŚĞ �ĂůŝĨŽƌŶŝĂ �ŵƉůŽǇŵĞŶƚ �ĞǀĞůŽƉŵĞŶƚ �ĞƉĂƌƚͲ
ŵĞŶƚ Ɛ͛ ĂŶŶƵĂů ďĞŶĐŚŵĂƌŬ ƌĞǀŝƐŝŽŶ ŝƚ ǁĂƐ ĞƐƟŵĂƚĞĚ ƚŚĂƚ �ĂůŝĨŽƌŶŝĂ ĐƌĞĂƚĞĚ ϯϮϳ͕ϬϬϬ ŝŶ ϮϬϭϰ͕ ďƵƚ ƚŚĂƚ ŶƵŵďĞƌ ŚĂƐ
ďĞĞŶ ƌĞǀŝƐĞĚ ƵƉ ƚŽ ϰϲϯ͕ϬϬϬ͘

:ŽďƐ ĂƌĞ ďĞŝŶŐ ĐƌĞĂƚĞĚ ĂĐƌŽƐƐ ƚŚĞ ƐƉĞĐƚƌƵŵ ŽĨ ǁĂŐĞ ĐĂƚĞŐŽƌŝĞƐ͘ �ĂůŝĨŽƌŶŝĂ ŚĂƐ ĞŶũŽǇĞĚ ƐŽůŝĚ ũŽď ŐƌŽǁƚŚ ŝŶ ůŽǁͲǁĂŐĞ
ĐĂƚĞŐŽƌŝĞƐ ůŝŬĞ >ĞŝƐƵƌĞ ĂŶĚ ,ŽƐƉŝƚĂůŝƚǇ͕ �ĚŵŝŶŝƐƚƌĂƟǀĞ ^ƵƉƉŽƌƚ ĂŶĚ ZĞƚĂŝů dƌĂĚĞ͘ ,ŽǁĞǀĞƌ͕ ƚŚĞ ƐƚĂƚĞ Ɛ͛ ůĂďŽƌ ŵĂƌŬĞƚ
ŚĂƐ ĂůƐŽ ĐƌĞĂƚĞĚ Ă ƐŝǌĞĂďůĞ ŶƵŵďĞƌ ŽĨ ŶĞǁ ,ĞĂůƚŚĐĂƌĞ͕ WƌŽĨĞƐƐŝŽŶĂů͕ ĂŶĚ /ŶĨŽƌŵĂƟŽŶ ũŽďƐ͕ ǁŚŝĐŚ ƚĞŶĚ ƚŽǁĂƌĚ ƚŚĞ
ŚŝŐŚĞƌ ĞŶĚ ŽĨ ƚŚĞ ǁĂŐĞ ƐƉĞĐƚƌƵŵ͘

DĂŶǇ ůĞĂĚŝŶŐ ŝŶĚŝĐĂƚŽƌƐ ĨŽƌ ĨƵƚƵƌĞ ũŽď ŐƌŽǁƚŚ ƌĞŵĂŝŶ ŝŶ ƉŽƐŝƟǀĞ ƚĞƌƌŝƚŽƌǇ ĂƐ ǁĞůů͘ �ƵƐŝŶĞƐƐ ĂŶĚ ĐŽŶƐƵŵĞƌ ƐƉĞŶĚŝŶŐ͕
ĂƐ ŵĞĂƐƵƌĞĚ ďǇ ƚĂǆĂďůĞ ƐĂůĞƐ͕ ĂƌĞ ƵƉ ďǇ ŵŽƌĞ ƚŚĂŶ ϰ͘ϲй ƚŚƌŽƵŐŚ ƚŚĞ ĮƌƐƚ ƚŚƌĞĞ ƋƵĂƌƚĞƌƐ ŽĨ ϮϬϭϰ͘ �ƵƐŝŶĞƐƐ ŝŶǀĞƐƚͲ
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ŵĞŶƚ ĐŽŶƟŶƵĞƐ ƚŽ ŵŽǀĞ ĨŽƌǁĂƌĚ ŝŶ �ĂůŝĨŽƌŶŝĂ ĂƐ ǁĞůů ǁŝƚŚ ŵŽƌĞ ƚŚĂŶ Ψϭϵ͘ϵ ďŝůůŝŽŶ ŝŶ ŶĞǁ ǀĞŶƚƵƌĞ ĐĂƉŝƚĂů ĚĞƉůŽǇĞĚ
ĨŽƌ ƚŚĞ ĮƌƐƚ ƚŚƌĞĞ ƋƵĂƌƚĞƌƐ ŽĨ ϮϬϭϰ͘

�ĞĂĐŽŶ �ĐŽŶŽŵŝĐƐ ŝƐ ĨŽƌĞĐĂƐƟŶŐ ƚŚĞ �ĂůŝĨŽƌŶŝĂ ĞĐŽŶŽŵǇ ǁŝůů ĐŽŶƟŶƵĞ ƚŽ ůĞĂĚ ƚŚĞ ŶĂƟŽŶĂů ƌĞĐŽǀĞƌǇ͕ ǁŝƚŚ ŐƌŽǁƚŚ
ƉŝĐŬŝŶŐ ƵƉ ŝŶ ϮϬϭϱ ĂŶĚ ϮϬϭϲ ďĞĨŽƌĞ ƐĞƩůŝŶŐ ŝŶƚŽ ŵŽƌĞ ͞ŶŽƌŵĂů͟ ŐƌŽǁƚŚ ƌĂƚĞƐ ƚŚĞƌĞĂŌĞƌ͘

^ŝŶĐĞ ŽƵƌ ůĂƐƚ ƌĞƉŽƌƚ͕ ƚŚĞ ĞĐŽŶŽŵǇ ŝŶ ZŝǀĞƌƐŝĚĞ �ŽƵŶƚǇ ŚĂƐ ĐŽŶƟŶƵĞĚ ƚŽ ŵŽǀĞ ŝŶ ƚŚĞ ƌŝŐŚƚ ĚŝƌĞĐƟŽŶ͕ ĂŶĚ ŵŽƐƚ ŽĨ ƚŚĞ
ĚƌŝǀĞƌƐ ŽĨ ŐƌŽǁƚŚ ŝŶ ƚŚĞ �ŽƵŶƚǇ Ɛ͛ �s ďĂƐĞ ŚĂǀĞ ƐŝŵŝůĂƌůǇ ƚƌĞŶĚĞĚ ĨĂǀŽƌĂďůǇ͘ dŚĞ ĞǆĐĞƉƟŽŶ ƚŽ ƚŚŝƐ ŚĂƐ ďĞĞŶ ǁĞĂŬĞƌ
ƚŚĂŶ ĞǆƉĞĐƚĞĚ ĞǆŝƐƟŶŐ ŚŽŵĞ ƐĂůĞƐ ĂƐ ǁĞůů ĂƐ ŶĞǁ ĐŽŶƐƚƌƵĐƟŽŶ ŝŶ ƐŽŵĞ ƐĞŐŵĞŶƚƐ ŽĨ ƚŚĞ ƌĞƐŝĚĞŶƟĂů ĂŶĚ ŶŽŶƌĞƐŝĚĞŶƟĂů
ŵĂƌŬĞƚƐ͘ �Ɛ ƐƵĐŚ ǁĞ ŚĂǀĞ ŵĂĚĞ Ă ĚŽǁŶǁĂƌĚ ƌĞǀŝƐŝŽŶ ƚŽ ŽƵƌ �s ĨŽƌĞĐĂƐƚ ĨƌŽŵ ϳ͘ϯй ŐƌŽǁƚŚ ŝŶ ŽƵƌ ƉƌĞǀŝŽƵƐ ƌĞƉŽƌƚ ĨŽƌ
ƚŚĞ ϮϬϭϱʹϭϲ ĮƐĐĂů ǇĞĂƌ ƚŽ ϲ͘ϯй ŝŶ ŽƵƌ ĐƵƌƌĞŶƚ ƉƌŽũĞĐƟŽŶ͘ EĞǀĞƌƚŚĞůĞƐƐ͕ ǁĞ ƌĞŵĂŝŶ ĐŽŶĮĚĞŶƚ ĂďŽƵƚ ƚŚĞ ƵŶĚĞƌůǇŝŶŐ
ĨƵŶĚĂŵĞŶƚĂůƐ ŝŶ ƚŚĞ �ŽƵŶƚǇ Ɛ͛ ƌĞĂů ĞƐƚĂƚĞ ŵĂƌŬĞƚƐ ĂŶĚ ĞǆƉĞĐƚ ĐŽŶƟŶƵĞĚ ƉŽƐŝƟǀĞ ŐƌŽǁƚŚ ŽǀĞƌ ƚŚĞ ŶĞǆƚ ĮǀĞ ĮƐĐĂů ǇĞĂƌƐ͘
&Žƌ ƚŚĞ ϮϬϭϰʹϭϱ ĮƐĐĂů ǇĞĂƌ ǁĞ ŚĂǀĞŵĂĚĞ ĂŶ ƵƉǁĂƌĚ ƌĞǀŝƐŝŽŶ ƚŽ ƉƌŽƉĞƌƚǇ ƚĂǆ ƌĞǀĞŶƵĞƐ ďĂƐĞĚ ŽŶ ǇĞĂƌͲƚŽͲĚĂƚĞ ƌĞĐĞŝƉƚƐ
ĚĂƚĂ ĨƌŽŵ ƚŚĞ �ŽƵŶƚǇ ŽĨ ZŝǀĞƌƐŝĚĞ͘ &ƌŽŵ :ƵůǇ ϮϬϭϰ ƚŽ :ĂŶƵĂƌǇ ϮϬϭϰ ƉƌŽƉĞƌƚǇ ƚĂǆ ƌĞǀĞŶƵĞƐ ŝŶ ƚŚĞ ĐŽƵŶƚǇ ĂƌĞ ƵƉ ϭϭ͘Ϭй
ŽǀĞƌ ƚŚĞ ƐĂŵĞ ǇĞĂƌͲƚŽͲĚĂƚĞ ƉĞƌŝŽĚ ŝŶ ƚŚĞ ƉƌŝŽƌ ĮƐĐĂů ǇĞĂƌ͘ &Žƌ ƚŚĞ ĞŶƟƌĞ ĮƐĐĂů ǇĞĂƌ ǁĞ ĂƌĞ ĐƵƌƌĞŶƚůǇ ƉƌŽũĞĐƟŶŐ Ă ƚŽƚĂů
ϭϬ͘ϰй ŝŶĐƌĞĂƐĞ ŝŶ ƉƌŽƉĞƌƚǇ ƚĂǆ ƌĞǀĞŶƵĞƐ ĨƌŽŵ ĮƐĐĂů ϮϬϭϯʹϭϰ ƚŽ ϮϬϭϰʹϭϱ͘
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ZĞĐĞŶƚ ŝŶĐƌĞĂƐĞƐ ŝŶ ƚŚĞ �ĂůŝĨŽƌŶŝĂ �ŽŶƐƵŵĞƌ WƌŝĐĞ /ŶĚĞǆ ;�W/Ϳ ǁŝůů ŚĞůƉ ƐƵƉƉŽƌƚ ĐŽŶƟŶƵĞĚ ŐƌŽǁƚŚ ŝŶ ƚŚĞ �ŽƵŶƚǇ Ɛ͛ �s
ďĂƐĞ͘ &Žƌ ƉƌŽƉĞƌƟĞƐ ǁŝƚŚŽƵƚ ƐŝŐŶŝĮĐĂŶƚ ŝŵƉƌŽǀĞŵĞŶƚƐ ĂŶĚ ƚŚŽƐĞ ƉƌŽƉĞƌƟĞƐ ƚŚĂƚ ĚŽ ŶŽƚ ĐŚĂŶŐĞ ŽǁŶĞƌƐŚŝƉ ĚƵƌŝŶŐ
ƚŚĞ ǇĞĂƌ͕ ŝŶĐƌĞĂƐĞƐ ŝŶ ĂƐƐĞƐƐĞĚ ǀĂůƵĞ ĂƌĞ ŐŽǀĞƌŶĞĚ ďǇ �ĂůŝĨŽƌŶŝĂΖƐ WƌŽƉŽƐŝƟŽŶ ϭϯ͕ ǁŚŝĐŚ ůŝŵŝƚƐ ƚŚĞ ŐƌŽǁƚŚ ŝŶ ĂƐƐĞƐƐĞĚ
ǀĂůƵĞƐ ƚŽ ĞŝƚŚĞƌ ƚŚĞ ŐƌŽǁƚŚ ŝŶ ƚŚĞ �ĂůŝĨŽƌŶŝĂ �W/ ĨƌŽŵ KĐƚŽďĞƌ ƚŽ KĐƚŽďĞƌ ŽĨ ƚŚĞ ƉƌŝŽƌ ĮƐĐĂů ǇĞĂƌ Žƌ ϮйͶǁŚŝĐŚĞǀĞƌ
ŝƐ ůŽǁĞƌ͘ 'ƌŽǁƚŚ ŝŶ ƚŚĞ �ĂůŝĨŽƌŶŝĂ �W/ ĨŽƌ ƚŚĞ KĐƚŽďĞƌ ϮϬϭϯ ƚŽ KĐƚŽďĞƌ ϮϬϭϰ ƉĞƌŝŽĚ ĐĂŵĞ ŝŶ Ăƚ Ϯ͘Ϭй͕ ǁŚŝĐŚ ĂůůŽǁƐ
�s ĨŽƌ ĞǆŝƐƟŶŐ ƉƌŽƉĞƌƟĞƐ ŶŽƚ ƐƵďũĞĐƚ ƚŽ ƌĞĂƐƐĞƐƐŵĞŶƚ ĚƵƌŝŶŐ ƚŚĞ ϮϬϭϱʹϭϲ ĮƐĐĂů ǇĞĂƌ ƚŽ ŝŶĐƌĞĂƐĞ ďǇ ƚŚĞ ƐĂŵĞ ƉĞƌͲ
ĐĞŶƚĂŐĞ͘ dŚĞ Ϯ͘Ϭй ŐƌŽǁƚŚ ŝŶ ƚŚĞ �ĂůŝĨŽƌŶŝĂ �W/ ĐŽŵĞƐ ŽŶ ƚŽƉ ŽĨ Ă ŵƵĐŚ ůŽǁĞƌ Ϭ͘ϱй ŐƌŽǁƚŚ ĨĂĐƚŽƌ ĨŽƌ ƚŚĞ ƉƌŝŽƌ ĮƐĐĂů

ZŝǀĞƌƐŝĚĞ �ŽƵŶƚǇ ZĞǀĞŶƵĞ &ŽƌĞĐĂƐƚ ϯ
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ǇĞĂƌ͘ 'ŝǀĞŶ ƚŚĂƚ ŝŶŇĂƟŽŶ ŚĂƐ ƟĐŬĞĚ ƵƉ ƐůŝŐŚƚůǇ ŝŶ ƚŚĞ ƉĂƐƚ ǇĞĂƌ ĂŶĚ &ĞĚĞƌĂů ZĞƐĞƌǀĞ ŵŽŶĞƚĂƌǇ ƉŽůŝĐǇ ƌĞŵĂŝŶƐ ƌĞůĂƟǀĞůǇ
ĂĐĐŽŵŵŽĚĂƟŶŐ͕ ǁĞ ĞǆƉĞĐƚ ƚŚĞ �ĂůŝĨŽƌŶŝĂ �W/ ƚŽ ŐƌŽǁ ŝŶ ƚŚĞ Ϯ͘Ϭй ƌĂŶŐĞ ŽǀĞƌ ƚŚĞ ŶĞǆƚ ĮǀĞ ĮƐĐĂů ǇĞĂƌƐ͘

dŚĞ ƌĞƐŝĚĞŶƟĂů ƌĞĂů ĞƐƚĂƚĞŵĂƌŬĞƚ ŝŶ ZŝǀĞƌƐŝĚĞ �ŽƵŶƚǇ ŚĂƐ ŚĞůĚ ƐƚĞĂĚǇ ƐŝŶĐĞ ŽƵƌ ůĂƐƚ ĨŽƌĞĐĂƐƚ ĂƐ ƚŚĞ ůŽĐĂů ŵĂƌŬĞƚ ďĞŐŝŶƐ
ƚŽ ƚƌĂŶƐŝƟŽŶ ƚŽ Ă ŶĞǁ ĞƋƵŝůŝďƌŝƵŵ ĚƌŝǀĞŶ ďǇ ƐŽůŝĚ ĨƵŶĚĂŵĞŶƚĂůƐ͕ ĂƐ ŽƉƉŽƐĞĚ ƚŽ ƚŚĞ ŵŽƌĞ ĐǇĐůŝĐĂů ĞīĞĐƚƐ ŽĨ ƚŚĞ 'ƌĞĂƚ
ZĞĐĞƐƐŝŽŶ ǁĞ ŚĂǀĞ ƐĞĞŶ ŝŶ ǇĞĂƌƐ ƉƌŝŽƌ͘ ,ŽŵĞ ƉƌŝĐĞ ĂƉƉƌĞĐŝĂƟŽŶ ĨŽƌ ĞǆŝƐƟŶŐ ŚŽŵĞƐ ĐŽŶƟŶƵĞƐ ƚŽ ĐŽŽů ĚŽǁŶ ĂŶĚ ŽǀĞƌĂůů
ƐĂůĞƐ ŵĂŝŶƚĂŝŶ Ă ĚŽǁŶǁĂƌĚ ƚƌĞŶĚ͖ ďƵƚ ŽŶĐĞ ǁĞ ůŽŽŬ ƉĂƐƚ ƚŚĞ ƚŽƉ ůĞǀĞů ŶƵŵďĞƌƐ͕ ǁĞ ĮŶĚ ƚŚĂƚ ƚŚĞ ůŽĐĂů ƌĞƐŝĚĞŶƟĂů ƌĞĂů
ĞƐƚĂƚĞ ŵĂƌŬĞƚ ŝƐ ŝŶ ƉƌĞƩǇ ŐŽŽĚ ƐŚĂƉĞ͘

dŚĞ ŵĞĚŝĂŶ ƉƌŝĐĞ ĨŽƌ ĂŶ ĞǆŝƐƟŶŐ ŚŽŵĞ ŝŶ ƚŚĞ �ŽƵŶƚǇ ǁĂƐ ΨϮϵϰ͕ϮϱϬ ŽŶ Ă ƐĞĂƐŽŶĂůůǇ ĂĚũƵƐƚĞĚ ďĂƐŝƐ ĂƐ ŽĨ ƚŚĞ ĨŽƵƌƚŚ
ƋƵĂƌƚĞƌ ŽĨ ϮϬϭϰ͕ Ă ϲ͘ϰй ŝŶĐƌĞĂƐĞƐ ŽǀĞƌ ƚŚĞ ƐĂŵĞ ƟŵĞ ůĂƐƚ ǇĞĂƌ͘ �ǀĞŶ ƚŚŽƵŐŚ ƚŚŝƐ ŝƐ ĚŽǁŶ ĨƌŽŵ ƚŚĞ ϭϱ͘ϱй ĂǀĞƌĂŐĞ
ǇĞĂƌͲŽǀĞƌͲǇĞĂƌ ŐƌŽǁƚŚ ĚƵƌŝŶŐ ƚŚĞ ĮƌƐƚ ƚŚƌĞĞ ƋƵĂƌƚĞƌƐ ŽĨ ϮϬϭϰ͕ ŝƚ ŝƐ ƐƟůů Ă ƐŽůŝĚ ƌĂƚĞ ŽĨ ĂƉƉƌĞĐŝĂƟŽŶ ĨƌŽŵ Ă ŚŝƐƚŽƌŝĐĂů
ƉĞƌƐƉĞĐƟǀĞ͘ DĞĂŶǁŚŝůĞ͕ ƐĂůĞƐ ŽĨ ĞǆŝƐƟŶŐ ŚŽŵĞƐ ŚĂƐ ƚƌĞŶĚĞĚ ůŽǁĞƌ ŽǀĞƌ ƚŚŝƐ ƉĂƐƚ ǇĞĂƌ͕ ǁŚŝĐŚ ůŝŵŝƚƐ ŐƌŽǁƚŚ ŝŶ ƚŚĞ
�ŽƵŶƚǇ Ɛ͛ �s ĚƵĞ ƚŽ ƌĞĂƐƐĞƐƐŵĞŶƚƐ͘ tĞ ǁŝůů ĚŝƐĐƵƐƐ ƚŚĞƐĞ ƐĂůĞƐ ƚƌĞŶĚƐ ŝŶ ƚŚĞ ĨŽůůŽǁŝŶŐ ƐĞĐƟŽŶ͘
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�ŽŶƐƚƌƵĐƟŽŶ ĂĐƟǀŝƚǇ ĨŽƌ ŶĞǁ ƐŝŶŐůĞ ĨĂŵŝůǇ ŚŽŵĞ ŚĂƐ ďĞĞŶ ƌĞůĂƟǀĞůǇ ŇĂƚ ĚƵƌŝŶŐ ƚŚĞ ĮƌƐƚ ŚĂůĨ ŽĨ ϮϬϭϰʹϭϱ͕ ďƵƚ ǁĞ ĞǆƉĞĐƚ
ƚŚĞ ĂĐƟǀŝƚǇ ƚŽ ŝŶĐƌĞĂƐĞ ŝŶ ƚŚĞ ĐŽŵŝŶŐ ǇĞĂƌƐ͘ �ƵƌŝŶŐ ƚŚĞ ƚŚŝƌĚ ĂŶĚ ĨŽƵƌƚŚ ƋƵĂƌƚĞƌƐ ŽĨ ϮϬϭϰ ƚŚĞ ŶƵŵďĞƌ ŽĨ ŶĞǁ ƐŝŶŐůĞͲ
ĨĂŵŝůǇ ŚŽŵĞƐ ƉĞƌŵŝƩĞĚ ĨŽƌ ĐŽŶƐƚƌƵĐƟŽŶ ŝŶĐƌĞĂƐĞĚ ďǇ ŽŶůǇ Ϭ͘ϵй ŽǀĞƌ ƚŚĞ ƐĂŵĞ ƟŵĞ ƉĞƌŝŽĚ Ă ǇĞĂƌ ƉƌŝŽƌ ĂĐĐŽƌĚŝŶŐ ƚŽ
ƚŚĞ �ŽŶƐƚƌƵĐƟŽŶ /ŶĚƵƐƚƌǇ ZĞƐĞĂƌĐŚ �ŽĂƌĚ͘

�ĞŵĂŶĚ ĨŽƌ ŶĞǁ ŵƵůƟĨĂŵŝůǇ ƵŶŝƚƐ ŚĂƐ ƐŚŽǁŶ ƐƚĞĂĚǇ ŝŶĐƌĞĂƐĞƐ ŽǀĞƌ ƚŚŝƐ ůĂƐƚ ǇĞĂƌ͕ ĂŶĚ ƚŚŝƐ ƐĞŐŵĞŶƚ ŽĨ ƚŚĞ ŵĂƌŬĞƚ
ƐŚŽƵůĚ ƉƌŽǀŝĚĞ ƐƚĞĂĚǇ ĐŽŶƚƌŝďƵƟŽŶƐ ƚŽ �s ŐƌŽǁƚŚ ŝŶ ƚŚĞ ĐŽŵŝŶŐ ǇĞĂƌƐ͘ /Ŷ ƚŚĞ ĮƌƐƚ ŚĂůĨ ŽĨ ϮϬϭϰʹƚŚĞƌĞ ǁĞƌĞ ϭ͕Ϯϴϳ
ŵƵůƟͲĨĂŵŝůǇ ƵŶŝƚƐ ƉĞƌŵŝƩĞĚ͕ ƵƉ ƐŚĂƌƉůǇ ĨƌŽŵ ƚŚĞ ϲϭϯ ŝŶ ƚŚĞ ĮƌƐƚ ŚĂůĨ ŽĨ ϮϬϭϯʹϭϰ͘ �ƉĂƌƚŵĞŶƚ ǀĂĐĂŶĐǇ ƌĂƚĞƐ ŝŶ ƚŚĞ ƌĞͲ
ŐŝŽŶ ĂƌĞ ĐƵƌƌĞŶƚůǇ ƚƌĞŶĚŝŶŐ Ăƚ ŚŝƐƚŽƌŝĐĂůůǇ ůŽǁ ůĞǀĞůƐ͕ ǁŚŝĐŚ ǁŝůů ŝŶĐĞŶƟǀŝǌĞ ďƵŝůĚĞƌƐ ƚŽ ĐŽŶƟŶƵĞ ĂĚĚŝŶŐ ƚŽ ƚŚĞ ĐƵƌƌĞŶƚ
ƐƚŽĐŬ ƚŚƌŽƵŐŚ ŶĞǁ ĐŽŶƐƚƌƵĐƟŽŶ͘

dŚĞ ĐŽŵŵĞƌĐŝĂů ƐŝĚĞ ŽĨ ƚŚĞŵĂƌŬĞƚ ŚĂƐ ŚĞůĚ ƌĞůĂƟǀĞůǇ ƐƚĞĂĚǇ ŽǀĞƌ ƚŚŝƐ ůĂƐƚ ǇĞĂƌ ĂƐ ǀĂĐĂŶĐǇ ĂŶĚ ƌĞŶƚƐ ŐĞŶĞƌĂůůǇ ƚƌĞŶĚĞĚ
ŝŶ ƚŚĞ ƌŝŐŚƚ ĚŝƌĞĐƟŽŶ͘ KĸĐĞ ǀĂĐĂŶĐǇ ŝŶ ƚŚĞ ƌĞŐŝŽŶ ƟĐŬĞĚ ƵƉ ƐůŝŐŚƚůǇ ĨƌŽŵ ƚŚĞ ĨŽƵƌƚŚ ƋƵĂƌƚĞƌ ŽĨ ϮϬϭϯ ƚŽ ƚŚĞ ĨŽƵƌƚŚ ƋƵĂƌͲ
ƚĞƌ ŽĨ ϮϬϭϰ͕ ďƵƚ ƌĞŶƚƐ ǁĞƌĞ ƐƟůů ϭ͘ϱй ŚŝŐŚĞƌ ŽǀĞƌ ƚŚĞ ƐĂŵĞ ƟŵĞ ƉĞƌŝŽĚ͕ ŝŶĚŝĐĂƟŶŐ ĚĞŵĂŶĚ ĨŽƌ ŽĸĐĞ ƉƌŽƉĞƌƟĞƐ ŝŶ ƚŚĞ

ZŝǀĞƌƐŝĚĞ �ŽƵŶƚǇ ZĞǀĞŶƵĞ &ŽƌĞĐĂƐƚ ϰ
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/ŶůĂŶĚ �ŵƉŝƌĞ ŝƐ ŚŽůĚŝŶŐ ƐƚĞĂĚǇ͘ &Žƌ ƌĞƚĂŝů ƉƌŽƉĞƌƟĞƐ ƌĞŶƚƐ ŝŶĐƌĞĂƐĞĚ ďǇ ϭ͘ϲй ǇĞĂƌͲŽǀĞƌͲǇĞĂƌ ĂƐ ƚŚĞ ǀĂĐĂŶĐǇ ƌĂƚĞ ĚĞͲ
ĐƌĞĂƐĞĚ ƐůŝŐŚƚůǇ͘

WĞƌŵŝƫŶŐ ĨŽƌ ŶĞǁ ŶŽŶƌĞƐŝĚĞŶƟĂů ƐƚƌƵĐƚƵƌĞƐ ŚĂƐ ďĞĞŶ ƐŽŵĞǁŚĂƚ ůĂĐŬůƵƐƚĞƌ ĂƐ ŽĨ ůĂƚĞ͕ ǁŚŝĐŚ ŚĂƐ ŚĂĚ ƚŚĞ ĞīĞĐƚ ŽĨ
ŽīƐĞƫŶŐ ƚŚĞ ƉŽƐŝƟǀĞ ŝŵƉĂĐƚ ŽŶ �s ŐƌŽǁƚŚ ĨƌŽŵ ƐŽŵĞ ŽĨ ƚŚĞ ŽƚŚĞƌ ĚƌŝǀĞƌƐ͘ �ƵƌŝŶŐ ƚŚĞ ĮƌƐƚ ŚĂůĨ ŽĨ ĮƐĐĂů ϮϬϭϰʹϭϱ ƚŚĞ
ƚŽƚĂů ǀĂůƵĞ ŽĨ ƉĞƌŵŝƚƐ ĨŽƌ ŶĞǁ ĐŽŵŵĞƌĐŝĂů ƐƚƌƵĐƚƵƌĞƐ ǁĂƐ ϰ͘ϭй ůŽǁĞƌ ƚŚĂŶ ƚŚĞ ƐĂŵĞ ƟŵĞ ƉĞƌŝŽĚ ŝŶ ƚŚĞ ƉƌŝŽƌ ĮƐĐĂů
ǇĞĂƌ͘
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Existing Home Sales Less Foreclosures&Žƌ ƚŚĞ ϮϬϭϰʹϭϱ ĮƐĐĂů ǇĞĂƌǁĞŚĂǀĞ ƌĞǀŝƐĞĚ ŽƵƌ ƚƌĂŶƐͲ

ĨĞƌ ƚĂǆ ƌĞǀĞŶƵĞ ĞƐƟŵĂƚĞ ĚŽǁŶ ƚŽ ϰ͘Ϯй ĨƌŽŵ ϭϰ͘ϭй
ŝŶ ŽƵƌ ƉƌŝŽƌ ƌĞƉŽƌƚ͘ tŚŝůĞ ŚŽŵĞ ƉƌŝĐĞƐ ŚĂǀĞ ĐŽŶͲ
ƟŶƵĞĚ ƚŽ ŵŽǀĞ ŚŝŐŚĞƌ͕ ĂůďĞŝƚ ƐůŽǁĞƌ ďƵƚ ŶŽƚ ƵŶĞǆͲ
ƉĞĐƚĞĚůǇ͕ ƚŚĞ ŶƵŵďĞƌ ŽĨ ŚŽŵĞƐ ƚŚĂƚ ƚƌĂŶƐĂĐƚĞĚ ŚĂƐ
ďĞĞŶ ǁĞĂŬĞƌ ƚŚĂŶ ŝŶ ŽƵƌ ƉƌŝŽƌ ĨŽƌĞĐĂƐƚ͘ KƵƌ ŽƵƚůŽŽŬ
ĨŽƌ ƚƌĂŶƐĨĞƌ ƚĂǆ ƌĞǀĞŶƵĞƐ ƌĞŵĂŝŶƐ ƉŽƐŝƟǀĞ ŽǀĞƌ ƚŚĞ
ŶĞǆƚ ĮǀĞ ĮƐĐĂů ǇĞĂƌƐ͕ ďƵƚ ŝŶ ƚŚĞ ƐŚŽƌƚ ƚĞƌŵ ƚŚĞ ůŽǁĞƌ
ŚŽŵĞ ƐĂůĞƐ ǁŝůů ŝŵƉĂĐƚ ƚŚĞ �ŽƵŶƚǇ Ɛ͛ ƌĞǀĞŶƵĞƐ ĨƌŽŵ
ƚŚŝƐ ƐŽƵƌĐĞ ĨŽƌ ƚŚĞ ĐƵƌƌĞŶƚ ĮƐĐĂů ǇĞĂƌ͘

�ƵƌŝŶŐ ƚŚĞ ĮƌƐƚ ŚĂůĨ ŽĨ ƚŚĞ ϮϬϭϰʹϭϱ ĮƐĐĂů ǇĞĂƌ ƚŚĞƌĞ
ǁĞƌĞ ũƵƐƚ ƵŶĚĞƌ ϭϯ͕ϵϬϬ ĞǆŝƐŝƟŶŐ ŚŽŵĞƐ ƚŚĂƚ ƚƌĂŶƐͲ
ĂĐƚĞĚ ŝŶ ƚŚĞ �ŽƵŶƚǇ͕ ĚŽǁŶ ϳ͘ϵй ĨƌŽŵ ƚŚĞ ƐĂŵĞ ƟŵĞ
Ă ǇĞĂƌ ƉƌŝŽƌ͘ �ƚ ĨĂĐĞ ǀĂůƵĞ͕ ƚŚŝƐ ŝƐ Ă ĚŝƐĂƉƉŽŝŶƟŶŐ ƚƌĞŶĚ͕ ďƵƚ ŝĨ ǁĞ ĚŝŐ Ă ďŝƚ ĚĞĞƉĞƌ ƚŚŝŶŐƐ ůŽŽŬ Ă ďŝƚ ĚŝīĞƌĞŶƚůǇ͘ �ŝƐͲ
ƚƌĞƐƐĞĚ ƉƌŽƉĞƌƟĞƐ ŚĂǀĞ ŵĂĚĞ ƵƉ Ă ƐŝǌĞĂďůĞ ƉŽƌƟŽŶ ŽĨ ƚŚĞ ŵĂƌŬĞƚ ŝŶ ƚŚĞ ǁĂŬĞ ŽĨ ƚŚĞ 'ƌĞĂƚ ZĞĐĞƐƐŝŽŶ͕ ĂŶĚ ŝĨ ǁĞ ŶĞƚ

ZŝǀĞƌƐŝĚĞ �ŽƵŶƚǇ ZĞǀĞŶƵĞ &ŽƌĞĐĂƐƚ ϱ



����ÊÄ ��ÊÄÊÃ®�Ý

ĨŽƌĞĐůŽƐƵƌĞƐ ŽƵƚ ŽĨ ŚŽŵĞ ƐĂůĞƐ ǁĞ ĮŶĚ ƚŚĂƚ ƵŶĚĞƌůǇŝŶŐ ƐĂůĞƐ ǁĞƌĞ ĚŽǁŶ ďǇ ŽŶůǇ Ϯ͘ϰй͘ /Ŷ ĨĂĐƚ͕ ĂŌĞƌ ƚĂŬŝŶŐ ĨŽƌĞĐůŽƐƵƌĞƐ
ŝŶƚŽ ĂĐĐŽƵŶƚ ŚŽŵĞ ƐĂůĞƐ ŚĂǀĞ ĂĐƚƵĂůůǇ ďĞĞŶ ƚƌĞŶĚŝŶŐ ŚŝŐŚĞƌ ƐŝŶĐĞ ƚŚĞ ĞŶĚ ŽĨ ϮϬϬϴ͕ ĐŽŶƚƌĂƌǇ ƚŽ ƚŚĞ ŽǀĞƌĂůů ƚƌĞŶĚ ǁŝƚŚͲ
ŽƵƚ ĂĚũƵƐƚŵĞŶƚ͕ ǁŚŝĐŚ ŵĞĂŶƐ ĚĞŵĂŶĚ ĨƌŽŵ ƉƌŽƐƉĞĐƟǀĞ ŚŽŵĞŽǁŶĞƌƐ͕ ŶŽƚ ũƵƐƚ ŝŶǀĞƐƚŽƌƐ͕ ŚĂƐ ƐƚĞĂĚŝůǇ ƌŝƐĞŶ ŝŶ ƌĞĐĞŶƚ
ǇĞĂƌƐ͘

�Ɛ ƉƌŝĐĞƐ ŵŽǀĞ ƵƉ͕ ŵŽƌĞ ŽǁŶĞƌƐ ǁŝůů ďĞ ĞŶƟĐĞĚ ƚŽ ƉƵƚ ƚŚĞŝƌ ŚŽŵĞƐ ƵƉ ĨŽƌ ƐĂůĞ ĂŶĚ ƚĂŬĞ ĂĚǀĂŶƚĂŐĞ ŽĨ ƚŚĞ ƐƚƌŽŶŐ
ƉƌŝĐĞ ĂƉƉƌĞĐŝĂƟŽŶ ŽĨ ƚŚĞ ůĂƐƚ ĨĞǁ ǇĞĂƌƐ͕ ĂŶĚ ǁĞ ĂƌĞ ƐĞĞŝŶŐ ƐŽŵĞ ĞǀŝĚĞŶĐĞ ŽĨ ƚŚŝƐ ĂůƌĞĂĚǇ͘ �ĐĐŽƌĚŝŶŐ ƚŽ ƚŚĞ �ĂůŝĨŽƌŶŝĂ
�ƐƐŽĐŝĂƟŽŶ ŽĨ ZĞĂůƚŽƌƐ͕ ƚŚĞ ĂǀĞƌĂŐĞ ŝŶǀĞŶƚŽƌǇ ŽĨ ŚŽŵĞƐ ŽŶ ƚŚĞ ŵĂƌŬĞƚ ĚƵƌŝŶŐ :ĂŶƵĂƌǇ ĂŶĚ &ĞďƌƵĂƌǇ ŽĨ ϮϬϭϱ ǁŽƵůĚ
ďĞ ĞǆŚĂƵƐƚĞĚ ŝŶ ũƵƐƚ ŽǀĞƌ ϳ ŵŽŶƚŚƐ Ăƚ ƚŚĞ ĐƵƌƌĞŶƚ ƉĂĐĞ ŽĨ ƐĂůĞƐ͕ ǁŚŝĐŚ ŝƐ ƵƉ ĨƌŽŵ ƚŚĞ ĂǀĞƌĂŐĞ ϰ͘ϴ ŵŽŶƚŚƐ ŽĨ ƐƵƉƉůǇ
ŽǀĞƌ Ăůů ŽĨ ϮϬϭϰ͘ KǀĞƌ ƚŚĞ ŶĞǆƚ ĮǀĞ ǇĞĂƌƐ ǁĞ ĞǆƉĞĐƚ ŚŽŵĞ ƐĂůĞƐ ƚŽ ƉŝĐŬ ƵƉ͕ ĂŶĚ ƚŚŝƐ ƟŵĞ ŚŽŵĞƐ ǁŝůů ƚƌĂŶƐĂĐƚ Ăƚ ŚŝŐŚĞƌ
ƉƌŝĐĞƐ͕ ĂůůŽǁŝŶŐ ƚŚĞ �ŽƵŶƚǇ ƚŽ ƐĞĞ ƐƚƌŽŶŐĞƌ ŐƌŽǁƚŚ ƌĂƚĞƐ ŝŶ ƚƌĂŶƐĨĞƌ ƚĂǆ ƌĞǀĞŶƵĞƐ ŝŶ ƚŚĞ ǇĞĂƌƐ ƚŽ ĐŽŵĞ͘

KǀĞƌ ƚŚĞ ůĂƐƚ ƐĞǀĞŶ ǇĞĂƌƐ ƚŚĞ �ŽƵŶƚǇ ŽĨ ZŝǀĞƌƐŝĚĞ ŚĂƐ ĞǆƉĞƌŝĞŶĐĞĚ ƐĞǀĞƌĂů ƐŚŽĐŬƐ ƚŽ ƚŚĞ ƐĂůĞƐ ƚĂǆ ďĂƐĞ ƚŚĂƚ ŚĂƐ ŐƌĞĂƚůǇ
ŝŵƉĂĐƚĞĚ ƚŚĞ ŐƌŽǁƚŚ ƉĂƚŚ ŽĨ ƌĞǀĞŶƵĞƐ ŽǀĞƌ ƟŵĞ͘ ^ƚĂƌƟŶŐ ǁŝƚŚ ƚŚĞ ŝŶĐŽƌƉŽƌĂƟŽŶ ŽĨ DĞŶŝĨĞĞ ŝŶ ϮϬϬϴ͕ ƚŚĞƌĞ ŚĂǀĞ ďĞĞŶ
Ă ƐƚƌŝŶŐ ŽĨ ŝŶĐŽƌƉŽƌĂƟŽŶƐ ƚŚĂƚ ŚĂǀĞ ůĞĚ ƚŽ ĚĞĐůŝŶĞƐ ŝŶ ƚŚĞ �ŽƵŶƚǇ Ɛ͛ ƐĂůĞƐ ƚĂǆ ƌĞǀĞŶƵĞƐ͘ KŶ ƚŚĞ ŇŝƉ ƐŝĚĞ͕ ƚŚĞƌĞ ŚĂƐ ďĞĞŶ
ĐŽŶƐƚƌƵĐƟŽŶ ŽĨ ƐŽůĂƌ ƉƌŽũĞĐƚƐ ŝŶ ƚŚĞ �ŽƵŶƚǇ͕ ƐƵĐŚ ĂƐ ƚŚĞ �ĞƐĞƌƚ ^ƵŶ ĂŶĚ 'ĞŶĞƐŝƐ ƉƌŽũĞĐƚƐ͕ ǁŚŝĐŚ ŚĂǀĞ ďĞĞŶ Ă ďŽŽŶ ƚŽ
ƌĞǀĞŶƵĞ ŐƌŽǁƚŚ ŽǀĞƌ ƚŚĞ ůĂƐƚ ƚǁŽ ǇĞĂƌƐ͘ /Ŷ ƚŚĞ ǇĞĂƌƐ ƚŽ ĐŽŵĞ ƚŚĞ �ŽƵŶƚǇ Ɛ͛ ƐĂůĞƐ ĂŶĚ ƵƐĞ ƚĂǆ ƌĞǀĞŶƵĞƐ ƐŚŽƵůĚ ƌĞƚƵƌŶ
ƚŽ ŵŽƌĞ ŚŝƐƚŽƌŝĐĂů ŐƌŽǁƚŚ ƚƌĞŶĚƐ ŝŶ ůŝŶĞ ǁŝƚŚ ĞĐŽŶŽŵŝĐ ŐƌŽǁƚŚ ŝŶ ƚŚĞ ƌĞŐŝŽŶ ŶŽǁ ƚŚĂƚ ƚŚĞƐĞ ƐŚŽĐŬƐ ŚĂǀĞ ƉĂƐƚ͘
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&Žƌ ƚŚĞ ϮϬϭϰʹϭϱ ĮƐĐĂů ǇĞĂƌ ǁĞ ĂƌĞ ƉƌŽũĞĐƟŶŐ Ă ƐŚĂƌƉ ĚĞĐůŝŶĞ ŝŶ ƐĂůĞƐ ĂŶĚ ƵƐĞ ƚĂǆ ƌĞǀĞŶƵĞƐ ĂƐ ƚŚĞ ƉŽƐŝƟǀĞ ŝŵƉĂĐƚ ĨƌŽŵ
ƚŚĞ ƐŽůĂƌ ƉƌŽũĞĐƚ ĐŽŶƐƚƌƵĐƟŽŶ ǁŝŶĚƐ ĚŽǁŶ͘ dŚĞ �ŽƵŶƚǇ Ɛ͛ ƐĂůĞƐ ƚĂǆ ĂƵĚŝƚŽƌ͕ ƚŚĞ ,Ě> ĐŽŵƉĂŶŝĞƐ͕ ŝƐ ĞƐƟŵĂƟŶŐ ƐĂůĞƐ ƚĂǆ
ƌĞǀĞŶƵĞƐ ŽŶ ƚŚĞ ŽƌĚĞƌ ŽĨ ΨϮϵ͘ϰ ŵŝůůŝŽŶ ĨŽƌ ƚŚĞ ϮϬϭϰʹϭϱ ĮƐĐĂů ǇĞĂƌ͕ Ă ϭϳй ĚĞĐůŝŶĞ ĨƌŽŵ ƚŚĞ Ψϯϱ͘ϰ ŵŝůůŝŽŶ ŝŶ ƌĞǀĞŶƵĞƐ
ŝŶ ϮϬϭϯʹϭϰ ĮƐĐĂů ǇĞĂƌ͘ &ƌŽŵ ŽƵƌ ĞǆƉĞƌŝĞŶĐĞ ǁŝƚŚ ŽƚŚĞƌ ƌĞŐŝŽŶƐ ŽĨ �ĂůŝĨŽƌŶŝĂ ƚŚĂƚ ŚĂǀĞ ĚĞĂůƚ ǁŝƚŚ ĐŽŶƐƚƌƵĐƟŽŶ ŽĨ ƐŽůĂƌ
ƉƌŽũĞĐƚƐ ŝŶ ƚŚĞŝƌ ďŽƌĚĞƌƐ͕ ƐƵĐŚ ĂƐ ^ĂŶ >ƵŝƐ KďŝƐƉŽ �ŽƵŶƚǇ͕ Ă ϭϳй ĚĞĐůŝŶĞ ƐĞĞŵƐ Ă ďŝƚ ĞǆƚƌĞŵĞ͘ ,ŽǁĞǀĞƌ͕ ǇĞĂƌͲƚŽͲĚĂƚĞ

ZŝǀĞƌƐŝĚĞ �ŽƵŶƚǇ ZĞǀĞŶƵĞ &ŽƌĞĐĂƐƚ ϲ
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ƌĞǀĞŶƵĞƐ ƌĞĐĞŝǀĞĚ ƚŚƌŽƵŐŚ :ĂŶƵĂƌǇ ĂƌĞ ŶĞĂƌůǇ ϱϬй ůŽǁĞƌ ƚŚĂŶ ƚŚĞ ƐĂŵĞ ƟŵĞ ƉĞƌŝŽĚ ĚƵƌŝŶŐ ƚŚĞ ƉƌŝŽƌ ĮƐĐĂů ǇĞĂƌ͘ �Ɛ
ƐƵĐŚ͕ ǁĞ ŚĂǀĞ ƵƐĞĚ ,Ě>͛ Ɛ ϮϬϭϰʹϭϱ ĞƐƟŵĂƚĞ ĂƐ Ă ůŽǁĞƌ ďŽƵŶĚ ĨŽƌ ƚŚĞ �ŽƵŶƚǇ Ɛ͛ ƌĞǀĞŶƵĞƐ ƚŚŝƐ ĐƵƌƌĞŶƚ ĮƐĐĂů ǇĞĂƌ ĂŶĚ
ŚĂǀĞ ĨŽƌĞĐĂƐƚĞĚ ƚŚĞ ĨƵƚƵƌĞ ĨƌŽŵ ƚŚĞƌĞ͘

KǀĞƌ ƚŚĞ ůŝĨĞ ŽĨ ŽƵƌ ĨŽƌĞĐĂƐƚ ǁĞ ĚŽ ĞǆƉĞĐƚ ƐĂůĞƐ ĂŶĚ ƵƐĞ ƚĂǆ ƌĞǀĞŶƵĞƐ ƚŽ ƉŝĐŬ ƵƉ ĂŶĚ ƌĞƚƵƌŶ ƚŽ ŵŽƌĞ ŚŝƐƚŽƌŝĐĂů ŐƌŽǁƚŚ
ƚƌĞŶĚƐ ŝŶ ůŝŶĞ ǁŝƚŚ ĞĐŽŶŽŵŝĐ ŐƌŽǁƚŚ ŝŶ ƚŚĞ ƌĞŐŝŽŶ͘ dŚĞ ůĂďŽƌ ŵĂƌŬĞƚ ŝŶ ƚŚĞ /ŶůĂŶĚ �ŵƉŝƌĞ ĐŽŶƟŶƵĞƐ ƚŽ ŐƌŽǁ͕ ĂŶĚ ƌĞͲ
ĐĞŶƚůǇ ƌĞǀŝƐĞĚ ĞƐƟŵĂƚĞƐ ŚĂǀĞ ƐŚŽǁŶ ƚŚĞ ƌĞŐŝŽŶ ŚĂƐ ďĞĞŶ ĚŽŝŶŐ ĞǀĞŶ ďĞƩĞƌ ƚŚĂŶ ŽƌŝŐŝŶĂůůǇ ƌĞƉŽƌƚĞĚ͘ dŚŝƐ ŝƐ ĚƵĞ ƚŽ
ƚŚĞ �ĂůŝĨŽƌŶŝĂ �ŵƉůŽǇŵĞŶƚ �ĞǀĞůŽƉŵĞŶƚ �ĞƉĂƌƚŵĞŶƚ Ɛ͛ ĂŶŶƵĂů ďĞŶĐŚŵĂƌŬ ƌĞǀŝƐŝŽŶ ƉƌŽĐĞƐƐ͘

WƌŝŽƌ ƚŽ ƚŚĞ ��� Ɛ͛ ƌĞǀŝƐŝŽŶ ŝƚ ǁĂƐ ĞƐƟŵĂƚĞĚ ƚŚĂƚ ŶŽŶĨĂƌŵ ĞŵƉůŽǇŵĞŶƚ ŝŶ ƚŚĞ /ŶůĂŶĚ �ŵƉŝƌĞ ƐƚŽŽĚ Ăƚ ϭ͕Ϯϲϴ͕ϰϬϬ ũŽďƐ
ŝŶ �ĞĐĞŵďĞƌ ϮϬϭϰ͕ ŚŽǁĞǀĞƌ͕ ĂŌĞƌ ƚŚĞ ƌĞǀŝƐŝŽŶ ƚŚĞ �ĞĐĞŵďĞƌ ĞŵƉůŽǇŵĞŶƚ ƚŽƚĂů ǁĂƐ ĂŶ ĞƐƟŵĂƚĞĚ ϭ͕ϯϬϰ͕ϯϬϬ͕ ĂŶ ŝŶͲ
ĐƌĞĂƐĞ ŽĨ ŽǀĞƌ ϯϱ͕ϬϬϬ ũŽďƐ͘ dŚĞ ƌĞŐŝŽŶ ǁĂƐ ŶŽƚ ĂůŽŶĞ ŝŶ ƚŚŝƐ ƚƌĞŶĚ͘ /ŶĚĞĞĚ͕ ƚŚĞ �ĞĐĞŵďĞƌ ĞƐƟŵĂƚĞ ĨŽƌ ƚŚĞ ƐƚĂƚĞ ŽǀĞƌĂůů
ǁĂƐ ƌĞǀŝƐĞĚ ƵƉǁĂƌĚ ďǇ Ϯϭϲ͕ϴϬϬ ũŽďƐ͘ tŚĞŶ ƚŚĞ ��� ŵĂŬĞƐ ƵƉǁĂƌĚ ƌĞǀŝƐŝŽŶƐ ŝŶ ƚŚĞŝƌ ďĞŶĐŚŵĂƌŬ ĞƐƟŵĂƚĞƐ͕ ĂƐ ƚŚĞǇ
ŚĂǀĞ ĨŽƌ ƚŚĞ ƉĂƐƚ ƐĞǀĞƌĂů ǇĞĂƌƐ͕ ŝƚ ŐĞŶĞƌĂůůǇ ŝŶĚŝĐĂƚĞƐ ƚŚĂƚ ƚŚĞ ůĂďŽƌŵĂƌŬĞƚ ŝƐ ŝŶ Ă ŚĞĂůƚŚǇ ĞǆƉĂŶƐŝŽŶŵŽĚĞ͘ dŚĞƐĞ ůĂƚĞƐƚ
ƌĞǀŝƐŝŽŶƐ ŚĂǀĞ ĐŽŶĮƌŵĞĚ ǁŚĂƚ ǁĞ ŚĂǀĞ ďĞĞŶ ƐĂǇŝŶŐ ĨŽƌ ƋƵŝƚĞ ƐŽŵĞ ƟŵĞ ŶŽǁ͕ ƚŚĂƚ ƚŚĞ /ŶůĂŶĚ �ŵƉŝƌĞ ƌĞŐŝŽŶ ŝƐ ƉŽŝƐĞĚ
ĨŽƌ ĐŽŶƟŶƵĞĚ ŐƌŽǁƚŚ ĂƐ ƚŚĞ ƌĞŐŝŽŶ Ɛ͛ ůĂďŽƌ ŵĂƌŬĞƚ ŵĂƌĐŚĞƐ ĨŽƌǁĂƌĚ͘
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�Ɛ ŵŽƌĞ ƉĞŽƉůĞ ŝŶ ƚŚĞ ƌĞŐŝŽŶ ĮŶĚ ŐĂŝŶĨƵů ĞŵƉůŽǇŵĞŶƚ͕ ďŽƚŚ ŝŶƐŝĚĞ ĂŶĚ ŽƵƚƐŝĚĞ ŽĨ ƚŚĞ ƵŶŝŶĐŽƌƉŽƌĂƚĞĚ ƉŽƌƟŽŶ ŽĨ
ZŝǀĞƌƐŝĚĞ �ŽƵŶƚǇ͕ ƚŚŝƐ ƌĂŝƐĞƐ ŝŶĐŽŵĞƐ ƚŚĂƚ ĐĂŶ ďĞ ƐƉĞŶƚ ŽŶ ďĂƐŝĐ ƐĞƌǀŝĐĞƐ ŝŶ ƚŚĞ ĂƌĞĂ ĂƐ ǁĞůů ĂƐ ŝŶ ůŽĐĂƟŽŶƐ ƐƵĐŚ ĂƐ ƚŚĞ
�ĂďĂǌŽŶ ŽƵƚůĞƚƐ ĨƌŽŵ ǁŚŝĐŚ ƚŚĞ �ŽƵŶƚǇ ƌĞĐĞŝǀĞƐ Ă ŐŽŽĚ ƉŽƌƟŽŶ ŽĨ ŝƚƐ ƐĂůĞƐ ĂŶĚ ƵƐĞ ƚĂǆ ƌĞǀĞŶƵĞƐ͘ WŽƉƵůĂƟŽŶ ŐƌŽǁƚŚ
ǁŝůů ĂůƐŽ ŚĞůƉ ƐƵƉƉŽƌƚ ƉŽƐŝƟǀĞ ŐƌŽǁƚŚ ŝŶ ƚŚĞ �ŽƵŶƚǇ Ɛ͛ ƚĂǆ ďĂƐĞ͘ dŚĞ �ĂůŝĨŽƌŶŝĂ �ĞƉĂƌƚŵĞŶƚ ŽĨ &ŝŶĂŶĐĞ Ɛ͛ ĞƐƟŵĂƚĞ ĨŽƌ
ƉŽƉƵůĂƟŽŶ ŝŶ ƚŚĞ ƵŶŝŶĐŽƌƉŽƌĂƚĞĚ ƉŽƌƟŽŶ ŽĨ ZŝǀĞƌƐŝĚĞ �ŽƵŶƚǇ ĐĂŵĞ ŝŶ Ăƚ ϯϲϯ͕ϱϵϬ ĂƐ ŽĨ :ĂŶƵĂƌǇ ϮϬϭϰ͕ ƵƉ ϭ͘ϯй ŽǀĞƌ
ƚŚĞ ƉƌŝŽƌ ǇĞĂƌ͘ dŚŝƐ ŵĂƌŬĞĚ ƚŚĞ ƐĞĐŽŶĚ ǇĞĂƌ ŝŶ Ă ƌŽǁ ŽĨ ƉŽƐŝƟǀĞ ƉŽƉƵůĂƟŽŶ ŐƌŽǁƚŚ ĂŶĚ ǁĂƐ ĂůƐŽ ĨĂƐƚĞƌ ƚŚĂŶ ƚŚĞ ϭ͘ϭй
ŐƌŽǁƚŚ ŝŶ ƚŚĞ ĐŽƵŶƚǇǁŝĚĞ ƉŽƉƵůĂƟŽŶ͘

ZŝǀĞƌƐŝĚĞ �ŽƵŶƚǇ ZĞǀĞŶƵĞ &ŽƌĞĐĂƐƚ ϳ
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Q4-04 to Q4-14
Riverside County Share of State Taxable Sales&Žƌ ŽƵƌ ĐƵƌƌĞŶƚ ƉƵďůŝĐ ƐĂĨĞƚǇ ƚĂǆ ƌĞǀĞŶƵĞ ĨŽƌĞĐĂƐƚ

ǁĞ ŚĂǀĞ ŵĂĚĞ Ă ƐůŝŐŚƚ ĚŽǁŶǁĂƌĚ ƌĞǀŝƐŝŽŶ ĨŽƌ ƚŚĞ
ϮϬϭϰʹϭϱ ĮƐĐĂů ǇĞĂƌ͕ ĚƵĞ ƚŽ ŇĂƚ ŐƌŽǁƚŚ ŝŶ ƚŚĞ �ŽƵŶƚǇ Ɛ͛
ƐŚĂƌĞ ŽĨ ƐƚĂƚĞ ƚĂǆĂďůĞ ƐĂůĞƐ ĚƵƌŝŶŐ ƚŚĞ ĮƌƐƚ ŚĂůĨ ŽĨ
ϮϬϭϰʹϭϱ ĮƐĐĂů ǇĞĂƌ͘ tĞ ĂƌĞ ĐƵƌƌĞŶƚůǇ ƉƌŽũĞĐƟŶŐ Ă
ϲ͘ϳй ŝŶĐƌĞĂƐĞ ŽǀĞƌ ƚŚĞ ϮϬϭϯʹϭϰ ĮƐĐĂů ǇĞĂƌ͕ ĚŽǁŶ
ĨƌŽŵ ŽƵƌ ϳ͘ϯй ĞƐƟŵĂƚĞ ŝŶ ŽƵƌ ƉƌŝŽƌ ĨŽƌĞĐĂƐƚ͘ tĞ
ŚĂǀĞ͕ ŚŽǁĞǀĞƌ͕ ŵĂĚĞ ĂŶ ƵƉǁĂƌĚ ƌĞǀŝƐŝŽŶ ŝŶ ƐŽŵĞ
ŽĨ ƚŚĞ ůĂƚĞƌ ǇĞĂƌƐ ĂƐ ǁĞ ĂƌĞ ĨŽƌĞĐĂƐƟŶŐ ƚŚĞ �ŽƵŶƚǇ Ɛ͛
ƐŚĂƌĞ ŽĨ ƚĂǆĂďůĞ ƐĂůĞƐ ƚŽ ŝŶĐƌĞĂƐĞ ŽǀĞƌ ƟŵĞ͘

�ƵƌŝŶŐ ƚŚĞ ĮƌƐƚ ŚĂůĨ ŽĨ ϮϬϭϰʹϭϱ ZŝǀĞƌƐŝĚĞ �ŽƵŶƚǇ Ɛ͛
ƐŚĂƌĞ ŽĨ ƐƚĂƚĞǁŝĚĞ ƚĂǆĂďůĞ ƐĂůĞƐ ĂǀĞƌĂŐĞĚ ϱ͘Ϭϴй͕
ĚŽǁŶ ŵĂƌŐŝŶĂůůǇ ĨƌŽŵ ƚŚĞ ϱ͘ϭϰй ƐŚĂƌĞ ĚƵƌŝŶŐ ƚŚĞ
ϮϬϭϯʹϭϰ ĮƐĐĂů ǇĞĂƌ͘ tŝƚŚ ƚŚĞ �ŽƵŶƚǇ Ɛ͛ ƐŚĂƌĞ ŽĨ ƚĂǆĂďůĞ ƐĂůĞƐ ƌĞŵĂŝŶŝŶŐ ǀŝƌƚƵĂůůǇ ƚŚĞ ƐĂŵĞ͕ ŐƌŽǁƚŚ ŝŶ ƚŚĞ �ŽƵŶƚǇ Ɛ͛
ƉƵďůŝĐ ƐĂĨĞƚǇ ƌĞǀĞŶƵĞƐ ŝƐ ƟĞĚ ŵŽƌĞ ĚŝƌĞĐƚůǇ ƚŽ ŐƌŽǁƚŚ ŝŶ ƚŚĞ ƐƚĂƚĞǁŝĚĞ ƐĂůĞƐ ƚĂǆ͘ tĞ ĞǆƉĞĐƚ ƚŚĞ �ŽƵŶƚǇ Ɛ͛ ƐŚĂƌĞ ƚŽ ŝŶͲ
ĐƌĞĂƐĞ ŽǀĞƌ ƚŚĞ ŶĞǆƚ ĮǀĞ ĮƐĐĂů ǇĞĂƌƐ ĂŶĚ ĞǀĞŶƚƵĂůůǇ ƌĞƚƵƌŶ ƚŽ ƚŚĞ ƉĞĂŬ ŽĨ ϱ͘ϲй ĨƌŽŵ ƚŚĞ ĮƌƐƚ ƋƵĂƌƚĞƌ ŽĨ ϮϬϬϲ͕ ĂůůŽǁŝŶŐ
ŐƌŽǁƚŚ ŝŶ ƚŚĞ �ŽƵŶƚǇ Ɛ͛ ƉƵďůŝĐ ƐĂĨĞƚǇ ƌĞǀĞŶƵĞƐ ĂďŽǀĞ ǁŚĂƚ ĐĂŶ ďĞ ĞǆƉĞĐƚĞĚ ĨƌŽŵ ŐƌŽǁƚŚ ŝŶ ƐƚĂƚĞǁŝĚĞ ƚĂǆĂďůĞ ƐĂůĞƐ
ĂůŽŶĞ͘

KƵƌ ĐƵƌƌĞŶƚ ĨŽƌĞĐĂƐƚ ĨŽƌ ƚŚĞ �ŽƵŶƚǇ ŽĨ ZŝǀĞƌƐŝĚĞ ƐƚƌŝŬĞƐ ĂŶ ŽƉƟŵŝƐƟĐ ƚŽŶĞ ŽǀĞƌ ƚŚĞ ŶĞǆƚ ĮǀĞ ǇĞĂƌƐ͕ ĂŶĚ ǁŚŝůĞ ƚŚĞƌĞ ĂƌĞ
ƐŽŵĞ ǁĞĂŬ ƉĂƚĐŚĞƐ ŝŶ ƚŚĞ ƐŚŽƌƚ ƚĞƌŵ ƚŚĞ ůŽĐĂů ĞĐŽŶŽŵǇ ŝƐ ŽŶ ƚŚĞ ƌŝŐŚƚ ƚƌĂĐŬ͘ tŝƚŚ ƚŚĞ ĞǆĐĞƉƟŽŶ ŽĨ Ă ĚĞĐůŝŶĞ ŝŶ ƐĂůĞƐ
ĂŶĚ ƵƐĞ ƚĂǆ ƌĞǀĞŶƵĞƐ͕ ǁĞ ĞǆƉĞĐƚ Ăůů ŽĨ ƚŚĞ �ŽƵŶƚǇ Ɛ͛ ŵĂũŽƌ ƌĞǀĞŶƵĞ ƐƚƌĞĂŵƐ ƚŽ ĞǆŚŝďŝƚ ƉŽƐŝƟǀĞ ŐƌŽǁƚŚ ĨŽƌ ƚŚĞ ĐƵƌƌĞŶƚ
ĮƐĐĂů ǇĞĂƌ͘ ,ŽŵĞ ƐĂůĞƐ ŚĂǀĞ ďĞĞŶ Ă ĚŝƐĂƉƉŽŝŶƚŵĞŶƚ ŝŶ ƚŚŝƐ ĨŽƌĞĐĂƐƚ ĂŶĚ ƚŚĞ ůĂƐƚ͕ ďƵƚ ƚŚĞ ĨƵŶĚĂŵĞŶƚĂůƐ ŝŶ ƚŚĞ �ŽƵŶƚǇ Ɛ͛
ƌĞĂů ĞƐƚĂƚĞ ŵĂƌŬĞƚ ĂƌĞ ƌĞĂů ĂŶĚ ǁĞ ĞǆƉĞĐƚ ĂĐƟǀŝƚǇ ƚŽ ƉŝĐŬ ƵƉ ŽǀĞƌ ƚŚĞ ůŝĨĞ ŽĨ ƚŚŝƐ ĨŽƌĞĐĂƐƚ͕ ǁŚŝĐŚ ǁŝůů ƐƵƉƉŽƌƚ ŐƌŽǁƚŚ ŝŶ
ďŽƚŚ �s ĂŶĚ ƚƌĂŶƐĨĞƌ ƚĂǆ ƌĞǀĞŶƵĞƐ͘

�Ɛ ƚŚĞ ůŽĐĂů ĞĐŽŶŽŵǇ ŵŽǀĞƐ ĨŽƌǁĂƌĚ ƐĂůĞƐ ĂŶĚ ƵƐĞ ƚĂǆ ƌĞǀĞŶƵĞ ǁŝůů ƌĞƚƵƌŶ ƚŽ ƉŽƐŝƟǀĞ ŐƌŽǁƚŚ͘ dŚĞ ďŽŽƐƚ ƚŽ ƌĞǀĞŶƵĞƐ
ĨƌŽŵ ƚŚĞ ĐŽŶƐƚƌƵĐƟŽŶ ŽĨ ƐŽůĂƌ ƉƌŽũĞĐƚƐ ŝŶ ƚŚĞ �ŽƵŶƚǇ ŝƐ ǁŝŶĚŝŶŐ ĚŽǁŶ͕ ďƵƚ ůŽĐĂů ƉŽƉƵůĂƟŽŶ ŐƌŽǁƚŚ ĂŶĚ ĂŶ ŝŵƉƌŽǀŝŶŐ
ƌĞŐŝŽŶĂů ůĂďŽƌ ŵĂƌŬĞƚ ǁŝůů ŚĞůƉ ĚƌŝǀĞ ĨƵƚƵƌĞ ŝŶĐƌĞĂƐĞƐ ƚŽ ƚŚĞ �ŽƵŶƚǇ Ɛ͛ ƐĂůĞƐ ĂŶĚ ƵƐĞ ƚĂǆ ƌĞǀĞŶƵĞƐ ŽǀĞƌ ƚŚĞ ŶĞǆƚ ĮǀĞ
ĮƐĐĂů ǇĞĂƌƐ͘ dŚĞ �ŽƵŶƚǇ͕ ĂŶĚ ŝŶĚĞĞĚ ƚŚĞ ďƌŽĂĚĞƌ ƌĞŐŝŽŶ ĂŶĚ ƚŚĞ ƌĞƐƚ ŽĨ ƚŚĞ ƐƚĂƚĞ͕ ŝƐ ƉŽŝƐĞĚ ĨŽƌ ĐŽŶƟŶƵĞĚ ŐƌŽǁƚŚ ŝŶ
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EXECUTIVE SUMMARY
US Economy 

• The US economy should transition from a sub-par modest recovery to a stronger, more broad-based expansion 
over the next two years, but the pace of growth should remain below trend (around 3%), coming at roughly 
around 2.5-2.8%.  

• Though our outlook for growth are slightly below consensus, we expect the expansion to become more broad-
based, with all domestic sectors (particularly consumption spending) expanding solidly over the next two years.  

• The first quarter slowdown was primarily due to one-off temporary factors which are likely to dissipate in the 
second half of the year: lower investments in the energy sector due to the slump in crude prices, a worsening trade 
balance due to the dollar strength, West Coast port disruptions and slowdown, and weather-related impacts. 

• The biggest risk to the economy comes from a potential disorderly start of the rate hiking cycle by the Fed. We 
expect the Fed to remain on hold through the summer and begin raising rates in the fourth quarter of this year.  

• The recent rapid appreciation of the dollar and weak global are additional risk factors that will restrain growth to 
slightly below-trend through deterioration of US trade balance, weaker outlook for the manufacturing sector and 
fewer capital investments.   

• Lower energy prices are a third source of risk and will restrain capital investments in the energy sector 
particularly during the first half of this year.  

 

Riverside County Economy 
• The outlook for Riverside County is the brightest since the end of the recession.  

• Job growth in the County has outpaced the state and the Southern California region and is one of the main reasons 
for improved outlook in the County.  

• Though hiring has tended to be in low-paying sectors in the early part of the recovery, there has been a 
meaningful pick-up in higher-paying sectors with Construction, Manufacturing and Professional & Business 
Services all gaining jobs.  

• Home price appreciation has continued, though as we expected, at a more moderate rate than in 2013.  

• Both non-commercial and commercial sectors are projected to grow robustly over the forecast horizon. 

• The long-term prospects for Riverside County remain positive with its central location, proximity to the ports of 
Long Beach and Los Angeles, and relatively affordable land and large storage facilities. 

 

Riverside County Secured Assessed Valuation  
• Secured valuations rose by 8% in FY 2014-2015 following the surge in housing prices in 2012 and 2013.  

• We project strong growth in secured assessed valuation over the next few years: AV is projected to rise 8.2% in 
FY 2015-2016 and 7.2% in FY 2016-2017 as the recovery in the real estate market gains more pace and breadth.    

• Assessed valuations are projected to grow at a healthy pace between 2017-2019 as housing demand improves, 
population grows and the County's economic expansion gains more traction.  
 

Riverside County Budgetary Variables 
• MVLF revenue is projected to increase by 6.6% to $207,267,421 in FY 2014-2015, and by 5.2% to $218,045,327 

in FY 2015-2016.   

• In the long term, MVLF revenue is projected to increase at a slightly higher clip, averaging 7% annual growth.   

• Documentary Transfer Tax revenue is projected to increase by 6.3% (to $13,061,917) in FY 2014-2015 and by an 
additional 15.3% (to $15,060,390) in FY 2015-2016.  

• In the long term, document transfer tax revenue is expected to pick up more robustly reflecting more robust 
construction growth at higher valuations.    
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A.  NATIONAL ECONOMY 
      
A1.  Overview and Economic Outlook 
 
Overview 
"Reports of my death have been greatly exaggerated" -- the 
famed author Mark Twain once wrote in response to news 
accounts that he was ill or dead. The fate of the US 
economy, much like Twain's, has been amply lamented 
over the past few years, with pronouncements ranging from 
concerns about secular stagnation to the end of American 
preeminence and the ascendancy of the "Chinese century." 
 
As we have cautioned in the past, those worries were 
indeed "greatly exaggerated." In fact, the US economy has 
significantly outperformed advanced economies throughout 
the recovery and is currently the brightest spot in a troubled 
global environment (Figure A1). The labor market is in 
great health and employment is expanding at clips last seen 
in the late 90s; consumer confidence has set pre-recession 
highs buoyed by stronger balance sheets, employment gains 
and lower gasoline prices; corporate balance sheets are 
rock-solid; banks are well-capitalized and the public sector 
is poised for its first (albeit meager) contribution to growth 
in four years. Rarely has there been such a degree of 
consensus among economists, analysts, and market-
watchers that the outlook is the brightest in years and that 
the US economy will expand at the fastest rate since the 
end of the recession.  
 

 
 
Our view agrees with the overall consensus trend of an 
improving momentum, but we are a bit more cautious and a 
bit less sanguine. While we expect the US economy to 
transition from a sub-par modest recovery to a stronger, 
more broad-based expansion over the next two years, we 
anticipate the pace of growth to remain below trend 

(around 3%), coming at roughly around 2.5-2.8% pace. 
This is certainly an improvement over the 2.2% growth the 
economy averaged over the nearly six-year old recovery. 
More importantly in our view, the composition of growth 
matters perhaps as much as its pace as it speaks to the 
breadth and resiliency of the recovery. Here we remain 
unquestionably optimistic, expecting all domestic sectors to 
expand solidly over the forecast horizon.  
 
Our optimistic but guarded outlook stems from three main 
considerations. First, the Federal Reserve Bank (Fed) is 
widely expected to raise interest rates for the first time in 
nine years -- a momentous event with wide-ranging 
implications for the US and the global economy. Both the 
timing and the pace of policy firming matter and while we 
expect the Fed to proceed cautiously we cannot rule out the 
probability of heightened uncertainty and excessive 
volatility in financial markets which may dislocate markets 
and disrupt financial stability.  Second, the deep plunge in 
oil prices has had a profound impact globally, creating 
winners (mostly oil-importers) and losers (oil-exporting 
countries). Though lower gasoline prices are a windfall for 
US consumers, they will also deter capital investment in the 
energy sector, which fuelled US growth in the first half of 
the recovery. We expect significant pullbacks in investment 
and production for the energy sector during the first half of 
the year which should place downward pressure on growth. 
Third, the rapid appreciation of the dollar and weak global 
growth will further contribute to the deterioration of the US 
trade balance, weaker manufacturing profits and fewer 
capital investments.   
 
There are a number of other risk factors that may impact 
the economy in the near-term, but nearly all of these are 
related to global developments and appear to be less 
threatening at the moment. A "hard-landing" in China -- 
though not our baseline scenario -- will send shockwaves 
around the globe. A flare-up in Euroland due to a potential 
Grexit will reignite the Eurozone crisis and dislocate 
financial markets. Geopolitical risks cannot be discounted: 
the Middle East is engulfed in sectarian conflicts that may 
require involvement of Western allies, and further 
escalations between Russia and the West may derail the 
fragile recovery currently underway in Europe. None of 
these “worst-case” scenarios are expected to materialize in 
our baseline forecasts.  
 
Economic Activity: Not Flashy, but Durable 
On the face of it, 2014 would prove a disappointment to 
those that expected it to be a "break-out year" for the U.S. 
economy. Real GDP grew by 2.4%, just a hair above the 
2.2% average the economy has posted since the start of the 
recovery. However, aggregates can be deceiving and the 
year had quite a lot to celebrate, not in the least because the 
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economy grew by 4.6% in Q2 and a more impressive 5% in 
Q3 --a pace that seemed to have been long-forgotten and 
last seen more than ten years ago. The overall moderate 
growth rate was largely due to a dismal first quarter where 
a confluence of adverse but temporary events (weather, 
inventory cycle, trade), caused growth to slump by an 
annualized pace of -2.1%.  
 
This year also began with a whimper: first quarter growth 
was a disappointing 0.2% (annualized), which means the 
economy barely grew. The semi-good news is that most of 
the first-quarter gloom appears to be temporary: weaker-
than-expected sales, lower investments in the energy sector 
due to the slump in crude prices, a worsening trade balance 
due to the dollar strength, West Coast port disruptions and 
slowdown, and the ever-present harsh winter. However, 
growth should pick up more dramatically for the balance of 
the year supported primarily by a more robust and better-
balanced consumer spending (Figure A2). In fact, fourth 
quarter data were quite encouraging with consumer 
spending growing at a healthy annualized pace of 4.2%. 
The breadth of spending was perhaps as important as the 
pace: spending on services -- a long-suffering component 
since the start of recession -- grew by 4.1%, spending on 
durables by 6% and non-durables by a healthy 3.8%.  
 

 
 
We expect the trajectory of growth for this year to resemble 
last year's: slower first quarter, followed by a more robust 
pace for the remainder of the year, spilling into 2016. Our 
projections are slightly below consensus estimates, with 
growth in 2015 expected to come in at 2.5% and 2.8% in 
2016. The main reason for this less optimistic view is 
largely due to the headwinds (both domestic and global), 
which we believe have been unduly discounted. Lower gas 
prices will likely add 0.4 percentage points to RGDP 
growth from consumer spending, but subtract roughly 0.3-
0.4 ppt from lower investments in the energy sector. On 

balance, lower gas prices will likely be a small net positive 
for the economy. However, a stronger dollar combined with 
slower global growth will swallow a sizable chunk from 
U.S. GDP growth this year and the next, likely to the tune 
of 0.5-0.6 percentage points.  
 
Our outlook for long-term growth has remained unchanged 
since our last report: U.S. potential GDP growth (the output 
the economy can produce at full capacity) will settle at a 
permanently lower gear (relative to the 3.3% growth rates 
from 1960-2007), averaging roughly 2.3-2.4% per year. As 
we have argued previously, this is partially due to longer-
term secular trends (lower population growth, ageing 
demographics), lower productivity growth (which has led 
to a persistent shortfall in capital accumulation), and partly 
to factors that began as cyclical but have become 
entrenched and are likely to remain permanent scars given 
the depth of the recession and the sluggishness of the 
recovery. The damage from the recession is still quite 
clearly visible especially in the continuous downward 
revisions in potential GDP. In fact, real GDP is currently 
only $300 billion below this year’s potential GDP 
(estimated by the Congressional Budget Office), but it is a 
jaw-dropping $1.9 trillion below the estimated potential 
back in 2007. This means that somehow during the past 
eight years of a devastating recession and a snail-paced 
recovery, $1.6 trillion in potential output vanished 
permanently (Figure A3).  

 
 
 
Labor Markets: Up and Away 
Much of the optimism about the performance of the 
economy over the past few months can be rightfully 
attributed to the stellar performance of the labor market. 
Indeed, here it is easy to spot significant improvement in 
every turn: the economy added a total of 3.1 million jobs in 
2014, the pace of job formation averaged 260,000 jobs per 
month, and the unemployment rate fell from 6.7% at the 
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start of 2014 to a current 5.5%. The momentum ebbed a bit 
in March when the economy added only 126,000 jobs and 
additional downward revisions were made for the previous 
months. Nonetheless, the pace of job formation continues 
to be strong, averaging 197,000 in the first quarter of the 
year. More encouragingly, job gains are widespread and all 
sectors (high- and low-paying) increased employment 
during the year with construction positing the largest gains, 
up 5% from a year earlier. The U.S. economy has added a 
total of 11 million jobs since the trough of the recession 
(Q1 2010), and employment rolls have swelled by 2.8 
million relative to their pre-crisis peak levels (Figure 4A).  
 

 
 
The good news has also engulfed the supply-side of the 
labor market -- a long languishing aspect of the sluggish 
labor market recovery over the past few years. The 
employment-to-population ratio rose from 58.2% to 59.3% 
over this past year. Moreover, while full-time employment 
is still roughly 600,000 jobs below its pre-recession peak, 
this is a sizable improvement compared to last year when 
there were 3.6 million fewer full-time jobs. This means that 
the vast majority of positions filled over the last year were 
in the full-time employment category, a much awaited 
reversal from the earlier trend when a sizable chuck of jobs 
were in the part-time category. More encouragingly, labor 
force participation rates have increased for people with 
only a high school education, which may be due to the end 
of unemployment benefits in early 2014. In addition, labor 
market slack (which includes the unemployed, people part-
time for economic reasons, and the marginally attached to 
the labor market) is estimated to be around 1.9% (3 
million), a significant decline from the 3.6% gap estimated 
at this time last year (Figure A5).  
 
 
 
 

 

 
 
Though the labor market has come a long way from the  
depth of the recession, a few concerns remain. To begin 
with, the labor force participation rate continues to edge 
down (albeit at an arrested pace) and the labor force has 
grown by roughly 0.25% per year since the end of the 
recession, below the 1% pace from 2000-2007, and far 
short of the historical pace of 1.7%. Some of this is due to 
adverse demographic trends: population growth has slowed 
down during this period and the retirement of baby 
boomers has certainly weighted heavily in these 
developments. But this can only explain part of the story: 
retirement accounts for only 1.8% of the 3.2% slump in 
labor force participation rate since the end of 2007, which 
means that even after accounting for demographic changes, 
the labor force is currently 3.2 million workers short of 
where it should be (Figure A6).   
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The shortfall in participation is disproportionally skewed 
towards the young (16-24 years old) and the prime-working 
age (25-54 years old). Again, some of this is related to 
adverse demographic trends: the population of prime 
workers fell by a bit over 1 million since the end of 2007, 
whereas the population for older workers (those aged 55+) 
grew by 16.6 million. Not surprisingly, the lion's share of 
the newly minted jobs during the recovery have gone to the 
older demographic: of the 10.3 million jobs created since 
the end of the recession, roughly 5.5 million jobs went to 
people older than 55 years, even though this demographic 
accounts for roughly 20% of the labor force. Employment 
among the ranks of the prime workers grew only by 2.5 
million jobs despite the fact that this demographic accounts 
for two thirds of the labor force. In fact, since 2007, 
employment levels for prime workers have declined by 
roughly 4 million jobs, whereas it grew by a staggering 6.5 
million for the 55+ age-cohort (Figure A7).  
 

 
 
But demographics alone does not explain everything. The 
drop in participation also reflects the difficulty that prime-
age workers -- especially men with low-education and low 
skill level -- have in finding good-paying jobs particularly 
in the two sectors which have historically employed them: 
Manufacturing and Construction. A full one-third of 
respondents in this demographic list disability as the reason 
for not being in the labor force -- a sizable increase 
compared to just ten years ago.  
 
Going forward, we expect the labor market to continue to 
extend its recent gains, albeit at a more moderate pace than 
the white-hot rate recorded over the last few months. Labor 
slack should slowly wind-down and wage pressure should 
pick up. The pace of job formation is expected to average 
220,000 jobs per month in 2015 and around 190,000 in 
2016. Overall, the performance of the labor market from 
2014-2016 will likely be the best of this decade.  

Consumers: Will Spending "Gas Up"?  
 
A brighter outlook for the economy over the next two years 
hinges largely on one thing: consumer spending. There are 
certainly reasons to be optimistic: real consumer spending 
grew by 2.5% in 2014, the fastest pace since 2006. More 
encouragingly, the pace of improvement picked up during 
the year, rising by an annualized rate of 2.5% in Q2, 3.2% 
in Q3 and an impressive 4.2% in Q4. The fourth quarter 
brought even better news showing that consumer spending 
not only grew faster but was significantly broad-based with 
expenditures on services growing by 4.2% -- the largest 
increase since end-1990.  
 
Some of this improvement should not come as a surprise: 
the labor market has expanded confidently over the past 
year, the unemployment rate has fallen to near-full-
employment, gasoline prices have slumped by 40% since 
last June and consumer sentiment hit an 11-year high 
earlier this year. More importantly, consumer finances are 
in the best shape since the start of the recession. Household 
net worth is now $15 trillion higher than in 2007 and a 
staggering $27 trillion above levels recorded during the 
recession. Most of this is due to the spectacular gains in 
equity markets, but homeowner equity has also clawed 
back a sizable chunk of the losses during the recession: of 
the roughly $7 trillion losses in homeowner equity, roughly 
$5 trillion has been recovered.  
 
In light of this abundant good news on the consumer front, 
the recent downdraft in retails sales seems a bit puzzling. In 
fact, there appears to be an unprecedented yawning gap 
between retail sales and payroll employment gains recently 
(Figure A8). This is even more perplexing in light of the 
precipitous decline in gas prices: most of the consumer 
savings at the pump was supposed to filter back into the 
economy in form of higher expenditures in other 
categories.  
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Figure A8
A yawning gap between Retail Sales and Job Growth
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The boost from lower gasoline prices has been slow to 
materialize for a number of reasons. First, unlike a tax 
rebate which appears in a lump-sum form, low gas prices 
while boosting consumer spending power by an average of 
$500-$800 in 2015 (if prices remain where they are now) 
tend to trickle in on a week-by-week basis, averaging $15-
$20 per week. This is not enough for a quick spending 
splurge: in fact, the greatest beneficiary of lower gas prices 
have been Eating and Drinking facilities, where the weekly 
savings from lower gas prices do indeed buy a meal or two. 
But the bulk of the windfall from gasoline has been saved: 
consumer savings rose by $120 billion since July, roughly 
the same as the estimated $112 billion that were saved 
because of lower gas prices (Figure A9). In fact, roughly 
70% of the respondents of a Wells Fargo/Gallup survey 
indicated that they have used the savings from lower gas 
prices to mend their balance sheets: roughly 40% are using 
the extra money to pay down bills while 33% are adding to 
their savings.  
 

 
 
While we expect the benefits of lower gas prices to 
gradually appear in the form of higher consumer spending, 
the most important driver for higher consumption is higher 
income. As we argue in the section Wage Conundrum, 
while the outlook for income has improved materially, it 
will be a few more months -- perhaps until the end of this 
year or early next year -- until wages pick-up meaningfully. 
In the meantime, we expect lower gas prices to add around 
0.4 percentage points to real GDP growth, a number that is 
below consensus estimates in large part because we expect 
consumers to continue to save some of the newly found 
purchasing power.  
 
More importantly, we expect the composition of 
consumption spending to gain more breadth and become 
more broad-based over the next couple of years. The 
weakness is consumer spending over this recovery cycle 

has predominantly come from the fact that growth has been 
lopsided: consumption of durable goods has grown by a 
hefty 44% since the end of the recession (compared to a 
historical post-recession average of 40%), while 
consumption in services -- which accounts for the lion's 
share of spending grew by a measly 9.7%, far below the 
post-recession average of nearly 20% (Figure A10). The 
largest culprit is weak spending in Housing and Utilities, 
which has barely budged during the recovery period, 
growing by a total of 5% since the end of the recession. 
This is also the largest spending category, accounting for 
one fifth of total spending and around 13% of total U.S. 
GDP. We expect this component to pick up more robustly 
over the forecast horizon as the outlook for housing 
improves and households feel more confident about their 
income prospects.  
 

 
 
Frozen: The Wage Conundrum 
 
Broad improvements in labor markets have led to scant 
increases in nominal wages so far during this recovery. 
Wage growth has averaged roughly 2% per year since 2010 
-- far below the average post-recession pace of roughly 4% 
(Figure A11). In real terms, weekly earnings fare better, but 
that is only because hours worked have risen sharply and 
inflation growth has slowed down perceptibly thanks to the 
collapse in energy prices and global disinflationary 
pressures.  
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Income and wages matter greatly since they are the best 
barometer for consumer spending. But in this cycle, wage 
inflation has assumed another dimension of importance: it 
appears to be the indicator-of-choice for the Fed in 
determining the timing of interest rate hikes, after it 
discarded the rest of the labor market indicators (job 
growth, unemployment rate, labor market "slack"). To be 
sure, wage growth is the most lagging of all indicators: it 
picks up after labor markets have tightened significantly 
and job gains are firmly entrenched.  
 
There are a number of reasons why wage growth has been 
hard to come by in this cycle. To begin with, despite 
continued employment gains, labor market slack -- 
underutilized labor resources -- continue to persist. There 
are still roughly 2.2 million discouraged workers (those 
who want a job but have left the labor force) -- a number 
that is still above its historical average of around 1.5 
million. The number of people employed part-time for 
economic reasons, though down from a historical high, is 
still around 1.5 million above its historical average. All in 
all, the labor market slack translates to around 3 million 
people -- a dramatic improvement over the 12+ million 
recorded at the height of the crisis, but not insignificant. 
Until this excess supply of labor is worked through, wage 
pressure would be largely contained.  
 
A number of other factors have conspired to constrain wage 
growth during this cycle. While employers may have 
wanted to cut wages during the recession, they held back 
largely because employees tend to resist nominal wage cuts 
even in the worst of times. Now that the economy is 
recovering, employers are resisting raising wages in order 
to make up for the wage rigidity during the crisis. In 
addition, labor productivity has been in a downtrend over 
the past few quarters, which may have placed additional 
pressures on wage growth.  

 
 
Our view is that wage growth will ultimately pick up 
gradually over this year and the next as the labor market 
tightens and the expansion gains more traction. Significant 
improvements are likely a few quarters away, but signs of 
improvement abound: an ever-growing list of large 
employers have announced increases in minimum wages 
for their employees in the next two years. Some of this is in 
response to political pressure to increase the minimum 
wage: fourteen states and the District of Columbia passed 
minimum-wage increases last year. But a good portion of 
this stems from genuine progress in labor markets: the quits 
rate -- a measure of labor market confidence and a good 
predictor of wages -- has improved dramatically over the 
past year (Figure A12). Moreover, higher wages are in the 
cards for both small and large firms: the NFIB survey of 
small businesses has signaled higher compensation over the 
past few months while the Duke CEO survey of large 
corporations recently reported that a full 70% of firms 
expect to increase wages by at least 3% over the next 12 
months. 
 
Business Investments: Arrested Development 
 

A slow-paced recovery in business investments has become 
even more challenging in light of the deep plunge in oil 
prices. The Baker Hughes rig count has plummeted from a 
high of nearly 2,000 at the end of November to roughly half 
that number as of last week. A collapse of this size was last 
seen at the onset of the financial crisis, though the oil price 
drop then was a much steeper 75% compared to a 55% 
decline this time around (Figure A13).  
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The precipitous fall in energy-related investment will 
adversely impact growth in business fixed investments, 
particularly in the first half of this year. The mining sector 
has contributed an average of 0.6 percentage points to 
business fixed investments since the start of the recovery, 
the bulk of which has appeared in the nonresidential 
structures category. Altogether, the mining industry has 
accounted for nearly one fifth of growth in business 
investments during the recovery cycle. In fact, business 
investments in Mining has grown by 92% since the end of 
the recession compared to the more modest 30% growth 
coming from non-mining sectors (Figure A14). The recent 
collapse in oil prices will undoubtedly place a dent in these 
developments and reverse some of the gains in this sector 
going forward.  

 
 
Outside of mining, the other bright spot during this 
recovery has been business investment in Equipment and 
Software (E & S), which accounts for roughly half of total 
business investments. However, gains from this sector were 
front-loaded earlier in the recovery when firms took 
advantage of rock-bottom interest rates and replenished 

their capital stock. After contributing roughly 0.7 
percentage points to real GDP in 2010 and 2011, 
investments in E & S contributed roughly half that in the 
following three years. The distribution of growth among 
the subsectors is also lopsided: the bulk of growth has come 
from Transportation Equipments and -- to a lesser extend -- 
from Industrial Equipment, while Information Processing 
Equipments, a leading indicator of productivity, has 
improved at a less dramatic pace.  
 
Overall, while real business fixed investments have grown 
more briskly than other components of real GDP since the 
start of the recovery, the improvement is less dramatic 
when compared to pre-recession levels. That's because 
investments collapsed during the recession and it has taken 
quite a while to get the aggregate levels out of that slump. 
For example, while the economy grew by a total of 8% 
since December 2007, real business investments grew only 
by 3% over that period. Despite the heavy-lifting carried 
out by the energy sector, investment in structures is still a 
full 13% below its pre-recession peak. The collapse and 
snail-paced recovery in housing has also left residential 
construction a full 14% below pre-crisis levels. The 
increase in the overall investment levels has come from the 
other two categories: investments in E & S (up 13% since 
December 2007) and Intellectual Property (up 22%). 
 
We expect oil prices to hit a bottom in the middle of this 
year, before they stabilize and gradually edge higher. This 
means that investment in non-residential structures will 
weigh heavily, particularly in the first half of the year. 
Investment in E & S should grow more robustly in 2015 
and 2016 as companies begin directing some of the excess 
cash towards more productive usages such as investing in 
capital and expanding operations. A pick-up in the housing 
sector should also give a boost to Residential investments, 
while Intellectual Property investment should expand a bit 
more moderately. Overall, we expect business fixed 
investments to grow by 5.3% in 2015, and 6.5% in 2016. 
 
The Implications of a Surging Dollar 
Outside of plummeting oil prices, the dollar surge is 
perhaps the most noteworthy and important event over the 
past few months. On a trade-weighted basis, the broad-
currency dollar index has risen by 13% since July 2014, 
while the surge against major trading partners has been an 
even more impressive 19% (Figure A15). The dollar 
strength reflects both stronger domestic fundamentals and 
weaker growth abroad as well as divergent paths in the 
outlook for monetary policy: while the Fed is widely 
expected to embark on its first rate hike in over nine years, 
most central banks around the globe will likely remain put 
at low interest rates and even ease further (ECB and Bank 
of Japan).  
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