AGENDA ITEM NO.

COUNTY OF HUMBOLDT M-I

For the meeting of: May 5, 2015

Date: April 20, 2015

To: Board of Supervisors

From: Phillip Smith-Hanes, County Administrative Officer '%9&

Subject: Third Quarter Budget Review for Fiscal Year 2014-15, Updated Outlook for Fiscal
Year 2015-16, and Recommendations for Budget Adjustments (4/5 Vote Required)

RECOMMENDATION(S):

That the Board of Supervisors:

1. Receives and files a review of the third quarter budget results for fiscal year (FY) 2014-15 and
outlook for the FY 2015-16 budget;

2. Directs
report:

a.

staff as follows regarding the policy considerations listed beginning on page 8 of this

Approves Additional General Fund Appropriation Requests (additional funding
requests) in the FY 2015-16 budget that are one-time funding requests and/or prevent
the discontinuation of public safety services;

Approves setting Contingencies and the General Reserve below policy levels;
Approves allocating the $430,851 County Medical Services Program participation fee
to the Deferred Maintenance trust should the CMSP Governing Board waive the fee in
FY 2015-16;
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d. Approves a loan from the Motor Pool Fund in the amount of $500,000 to the Aviation
Enterprise Fund and directs staff from Public Works and the County Administrative
Office to effectuate this loan;

e. Approves a loan from the General Fund in the amount of $50,000 for the McKay
Community Forest; and

f.  Discontinues the voluntary unpaid furloughs for all departments in FY 2015-16;

3. Approves the budget adjustments shown on Attachment 2, and authorizes County
Administrative Office (CAO) staff to make any technical corrections necessary to effectuate the

Board’s direction (4/5 vote required);

4. Increases the position allocation of Mental Health Clinician I/II (position number 4240909B-
46) from a 0.80 full-time equivalent (FTE) to a 1.0 FTE in budget unit 424; and

5. Takes other action as appropriate.

SOURCE OF FUNDING:  All County Funds
DISCUSSION:

The CAO provides quarterly budget reviews to your Board. The purpose of these budget reports is to
provide information to, and seek guidance from, the Board as the county’s budget evolves throughout
the year. The CAO has provided your Board with first quarter and mid-year reviews of the county’s
budget performance. Before your Board today is the third quarter budget review for FY 2014-15 and
projection for FY 2015-16.

This report has been divided into three sections: review of the County financial condition as of March
31, 2015; a brief overview of factors which may impact FY 2015-16; and a list of policy items staff
recommends that your Board consider in light of the County’s current or projected financial condition.

Section 1: Review of Third Quarter for Fiscal Year 2014-15

This review covers the General Fund and funds with negative balances. Other funds not mentioned
have had no significant changes since the report to your Board at mid-year and appear to be on track,
as of March 31, 2015, to end this fiscal year substantially as budgeted.

1100 — General Fund

The General Fund contains the majority of county programs. This fund receives discretionary money
derived from local revenue sources such as property tax and available to be spent on local needs. The
mid-year budget review presented to the Board on February 10, 2015, reported that expenditures and
revenues were primarily on track for FY 2014-15. Reports from departments for the third quarter
indicate that this trend has continued.

The General Fund began FY 2014-15 with a positive fund balance of $6.8 million. The FY 2014-15
budget was adopted with a $2.7 million planned spend-down of this balance. Contained in the first
quarter and mid-year budget reports were $1.87 million in additional expenditures, of which $1.3
million were funded from fund balance and $579,309 were offset by revenue in the General Fund. This
increased spend down of the General Fund’s fund balance to $4 million. These additional costs were
primarily for an investment in a paperless case management system for criminal justice departments,
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an increase to
contingencies for 1100- General Fund
one-time employee
: FY 2013-14 Year End Fund Balance 6,899,987
equipment and
education allowance’ FY 2014-15 Adopted Revenue 106,544,182
staffing costs for
CorOF‘?r/ Sheriff . Property Tax Current - Secured 627,780
transition, Economic Supplemental Property Tax - Secured 19,780
Deve}oprpent Redevelopment Dissolution 455,505
contribution from Federal PILT 123,607
redevelopment Property Tax in Lieu of VLF 213,866
dissolution, the Timber Yield Tax 72,000
Community 1,512,538
Corrections Center
and Weights and FY 2014-15 Adopted Expenditures (109,298,533)
Measures Buildings
and a contribution to Board approYed expenditure adjustments (1,879,309)
the General Reserve Unused. Contingencies 1,998,807
for FY 201 5_16 Expendltures Over Budget (186,530)
(67,032)
In the mid-year
t d yea Net Costs (1,308,845)
report, General Fund
net costs through Estimated FY 2014-15 Year End Fund Balance 5,591,142
June 30, 2014 e
showed expenditures

exceeding revenues
by an estimated $1.37 million instead of $4 million due to decreased contingencies usage and increased
revenue.

As identified by departmental third-quarter reviews, General Fund net costs through June 30, 2015
show expenditures exceeding revenues by an estimated $1.30 million instead of $1.37 million as
identified at mid-year, due to decreased contingencies usage and increased revenue. This will
potentially leave the General Fund with an estimated year-end fund balance of $5.59 million, as shown
in the chart. This fund balance estimate is primarily due to an estimated $1.9 million in unspent
contingencies and $1.5 million in increased revenue such as property tax.

The CAO 2015 Five Year Financial Forecast (Forecast) estimated a year end fund balance for FY
2014-15 of $6.22 million. The difference in estimated fund balance between the Forecast and third
quarter report is $629,494. This difference is attributable to the fact that the Forecast did not account
for the $579,309 that was allocated to departments during the mid-year budget report.

The county’s contribution to the courts (1100-250) and indigent defense funds the county’s trial court
payment, appointed counsel for indigent defense and expert witness expenses. In fiscal year 2013-14
this budget unit exceeded its General Fund allocation by $210,538 for a total cost to the General Fund
of $516,311. It is anticipated that in fiscal year 2014-15 the allocation will exceed its appropriation by
approximately $100,000 for a total cost to the General Fund of $405,648.

The county’s General Relief (1100-525) program, which provides cash assistance and in-kind
subsistence needs to the county’s poorest residents, is experiencing reduced revenue collection,
increased need for assistance payments and transportation assistance. The Department of Health and
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Human Services, which administers the General Relief program, estimates that this budget unit will
exceed appropriations by $224,021 for FY 2014-15 for an estimated contribution from the General
Fund of $2,558,920.

The Probation department continues to experience a significant revenue reduction in federal Title [V-E
dollars. The Probation department has budgeted $731,656 in trust fund monies to back fill lost
revenues. This is not a long-term solution, as these revenues will be depleted at the end of this fiscal
year. The Probation department in anticipation of this continuing revenue shortfall did freeze six
probation officer positions in FY 2014-15.

Health & Human Services Funds

The Department of Health and Human Services (DHHS) administers six budgeted funds. DHHS
began this fiscal year with an overall departmental fund balance of $5.27 million. As identified by the
department of the six budgeted funds, one fund - the Mental Health Fund - anticipates expenditures
exceeding revenues by $2.8 million. The $2.8 million shortfall is due to the electronic health record
conversion which has caused a decrease and delay of Medi-Cal reimbursement claims. DHHS is
working to improve the electronic health record functionality and reduce delays and increase
productivity and claims for reimbursement. DHHS anticipates providing an inter-agency transfer of
2011 realignment funds for the shortfall in mental health revenue. Other funds including Public Health
and Social Services estimate that expenditures will be lower than budgeted creating an overall
estimated fund balance of $7,672,000 in DHHS funds.

1120 — Economic Development Fund

The Economic Development Fund (EDF) began FY 2014-15 with a negative fund balance of
($164,048). This negative fund balance is likely to remain constant, as estimates currently show that
revenues equal expenditures. This negative fund balance is due to prior years’ expenditures that have
not been reimbursed and will most likely need to come from Economic Set-Aside funds. Your Board’s
decision to transfer 10% of redevelopment dissolution proceeds to this fund will assist this. As a result
of this decision Economic Development Set-Aside will receive $39,500 in FY 2014-15.

1200 — Roads Fund

The Roads Fund began the fiscal year with a fund balance of $5.4 million. Projections for FY 2014-15
year end show that there is a likelihood that the fund will use approximately $890,000 of the $3.5
million in fund balance that was originally budgeted. This leaves an estimated $4.53 million fund
balance at the end of the current fiscal year.

1500 — Library Fund

The Library anticipates that revenues will exceed expenditures by $6,189 for the current fiscal year.
This is better than the estimated expenses exceeding revenues by $155,234 that was included in the
adopted Library budget. This positive financial news is the result of one-time unanticipated revenue:
$37,136 in redevelopment dissolution, $41,552 in an insurance rebate and $68,000 in an AT&T E-rate
refund. In addition, the Library is seeing salary savings due to a delay in hiring.

3530 — Aviation Enterprise Fund

The Aviation Enterprise Fund began this fiscal year with a negative fund balance of ($525,519). In the
first quarter budget report the department was estimating that the negative fund balance would be
reduced by $22,139, leaving a fund balance of ($503,780). In the Mid-Year budget report the
department estimated a year end negative fund balance of ($953,493). This change was primarily due
to reductions in fuel sales. As of the third quarter estimates the department anticipates that expenses
will exceed revenues by $375,442, leaving a negative fund balance of ($826,468).
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Based on the Forecast that was before your Board on January 27" the Aviation Fund has a projected
ongoing annual structural deficit of over $350,000.

While the County has a practice of allowing individual funds within its governmental fund series to
remain in a negative balance position for short periods of time, the continued negative cash balance
and structural deficit in the Aviation Enterprise Fund raises concern. This is because enterprise funds
are classified by accounting standards as “business-type activities” and are supposed to stand on their
own without the sort of short-term borrowing typical of the County’s governmental funds. Currently
there are sufficient monies in Aviation trust funds, which are considered part of the Aviation Enterprise
system, to cover the short term cash needs. If these funds were not available proper procedure would
call for another fund to loan money to Aviation pursuant to a written repayment schedule.

As this fund continues to decline, the need for a loan is more pressing. The CAO recommends that
staff from Public Works and the CAO work to identify loan options from the Motor Pool fund for the
Aviation Enterprise fund.

Internal Service Funds

The County has 13 Internal Service funds that provide for services to other county departments
including: Motor Pool; Heavy Equipment; Risk Management; Communication; Purchasing; and
Information Technology. These funds began FY 2014-15 with a combined fund balance of $15.3
million.

The Liability Fund began the fiscal year with a negative fund balance of ($1.15 million). Human
Resources estimates that revenues will exceed expenditures by $172,608. This will reduce the
negative fund balance. As approved by your Board in the Mid-Year Budget report on February 10,
2015, the Liability Fund will receive a contribution from the General Fund in the amount of $352,587
due to insurance reimbursements. This will further reduce the negative fund balance.

The Medical Fund began the fiscal year with a negative fund balance of ($411,103) and the department
estimates that revenues will exceed expenditures by $34,000 thereby reducing the negative fund
balance. In FY 2015-16 charges to departments were increased to further reduce this negative fund
balance.

As reported by the remaining internal service fund departments, there are no significant variances from
budget amounts.

Section 2: Budget Outlook for Fiscal Year 2015-16

As your Board directs County staff to prepare the proposed budget for next fiscal year, consideration
will be paid both to the financial position of the County and the potential effects of other factors.

The County Budget

On February 10, 2015, your Board directed General Fund departments to receive General Fund
allocations distributing 98% of revenue growth to departments based on current year General Fund
allocations. Therefore, General Fund departments received 4% growth in their General Fund
allocations. This allowed the General Fund to set aside $257,895 to fund Additional General Fund
Appropriations Requests (additional funding requests) and set the stage for a balanced budget.



The estimate to
fund General
Fund departments Estimated year end fund balance for FY 2014-15 5,591,142
with a 4%
increase in FY Estimated Discretionary Revenue for FY 2015-16 51,499,960
2015-16is
$108,470,399 Estimated Expenditures for FY 2015-16 (53,151,521)
including
$53,151,521 for Estimated year end fund balance for FY 2015-16 3,939,581
discretionary
expenses.
Revenue estimates for FY 2015-16 are $106,818,838, including $51,499,960 in discretionary revenue.
Therefore, expenditures exceed revenues by approximately $1,651,561. This is significantly better
than the FY 2014-15 adopted budget and better than projected in the Forecast. However, this contains
a structural deficit of $151,561 as $1,500,000 is allocated for contingencies. This leaves an estimated
$3.94 million available for financing in FY 2016-17. These numbers will likely be adjusted as staff
continue to work on the proposed budget for FY 2015-16.

These expenditure and revenue estimates for FY 2015-16 do not include Measure Z’s half-cent sales
tax. The Measure Z Advisory Committee will provide recommendations to the CAO which will be
included in the proposed budget. These expenditure recommendations and the accompanying revenue
will be included in the proposed FY 2015-16 budget that will be presented to your Board on Tuesday,
June 2.

On February 10™, your Board directed the CAO to accept and consider additional General Fund
appropriation requests that demonstrate a potential to generate future savings in the General Fund.
Departments have submitted a total of $8.14 million in additional funding requests, $4.46 million in
one-time requests and $3.68 million for on-going funding requests.

The estimated budget for FY 2015-16 contains a $151,561 structural deficit which is significantly
better than FY 2014-15. However, keeping this deficit at this level would require service reductions.
In order to maintain current service levels the County Administrative Officer recommends expanding
staff’s ability to fund requests to recommend expenditures preservation of public safety services, which
would be on-going costs. The CAO further recommends using a portion of the General Fund’s fund
balance to fund such requests. In addition, a portion of fund balance will need to be used to fund
mandated program cost increases such as:

e Elections (1100-140) is requesting an additional $325,868 from the General Fund for two
Elections in FY 2015-16 with one being the Presidential Partisan Primary. The Presidential
Partisan Primary is anticipated to increase ballot costs as the department will need to print
ballots for each qualified party and a required amount of ballots on hand for provisional, walk-
in, and newly or re-registered voters.

e General Relief (1100-525) program provides cash assistance and in-kind subsistence needs to
the county’s poorest residents and anticipates a continued and increased need for assistance
payments and transportation assistance. This increased need is likely attributable to Assembly
Bill 109 which returned state prisoners to their county of origin. The Department of Health and
Human Services administers this budget on behalf of the General Fund and is recommending a
General Fund increase in the amount of $159,699 for fiscal year 2015-16, bringing the county’s
contribution to the General Relief program to $2.49 million.
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The county’s contribution to the courts and indigent defense (1100-250) funds the county’s trial
court payment, appointed counsel for indigent defense and expert witness expenses. In fiscal
year 2013-14 this budget unit exceeded its General Fund allocation by $210,538 for a total cost
to the General Fund of $516,311 and it is anticipated that in fiscal year 2014-15 the allocation
will be exceed by approximately $100,000 for a total cost to the General Fund of $405,648.
Therefore it is anticipated that these state mandated expenditures will require an ongoing
General Fund increase in the amount of $100,000.

Funding these mandated services and programs will increase the structural deficit from $151,561 to

$737,128, for a total

deficit of $2,237,128.

This number includes Estimated year end fund balance for FY 2014-15 5,591,142
$1,500,000 for

contingencies and Estimated Discretionary Revenue for FY 2015-16 51,499,960
$325,868 for Elections.

As mentioned Estimated Expenditures for FY 2015-16 (53,151,521)
previously, the Elections (325,868)
estimated year-end fund General Relief (159,699)
balance for FY 2015-16 Courts - County Contribution (100,000)
g 'es‘tlmated at $3.94 . Estimated year end fund balance for FY 2015-16 3,354,014
million. However, with -
these additional

expenses in Elections,

General Relief and Courts the year-end fund balance for FY 2015-16 would be $3.35 million. The
2015 Financial Forecast estimated a fund balance of $4.03 million for FY 2015-16 for a difference of
$676,369. The Financial Forecast takes into consideration conditions that were known at the time.
The forecast would not have included cost increases in Elections, General Relief or court costs.

In addition, your Board, as recommended by the CAO, may wish to fund public safety services that
may need to be reduced due to loss of federal funding:

As mentioned in the fiscal year 2014-15 Mid-Year Budget Report, possible expenditure
increases for FY 2015-16 include an increased General Fund contribution to the Probation
department due to significant reduction in the ability to claim Title IV-E dollars. The Probation
department has budgeted $731,656 in trust fund monies to back fill lost revenues. This is not a
long-term solution, as these revenues will be depleted at the end of this fiscal year. As reported
by the Probation Department, in order to maintain a status quo budget in fiscal year 2015-16,
the department has requested an additional General Fund contribution in the amount of
$705,005. If no additional funding is provided the Probation department will need to make
service cuts, such as closing the Regional Center. It should be noted the Probation department
in anticipation of this continuing revenue shortfall did freeze six probation officer positions in
FY 2014-15. While the CAO believes it is unwise — in view of the other cost increases which
are driving down the General Fund’s fund balance — to fund this request in full, if your Board
approves staff would likely return with some combination of additional revenue, lower fund
balance and reduced contingencies that funds a large portion of this request.

Community Budget Meeting
On February 26, 2015 the CAO and your Board held the annual award-winning interactive community
budget meeting. This meeting focused primarily on Measure Z. The community provided feedback on
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their priorities for the use of Measure Z funding. These priorities and responses can be found on the
county’s website at http://humboldtgov.org/DocumentCenter/View/51293. In addition, the community
was able to provide feedback via Open Humboldt, an online forum that gives citizens an opportunity to
provide additional recommendations and insights into the prioritization of Measure Z funding. Several
members of the Measure Z Advisory Committee attended the community budget meeting and the
results of the meeting were presented to the full advisory committee.

The Economy

Humboldt State University’s Economic Index for March 2015 reports the county’s median home price
is $244,500. However, January’s median price was $260,000, while the median price in February
2014 was $210,500. Mortgage rates continue to be affordable with the average 30-year fixed rate
mortgage remaining at 3.75 percent and the average 15-year fixed rate mortgage down to 2.97.

According to the Spring 2015 Economic Forecast released by Beacon Economics, California's housing
market will keep builders building. At least 100,000 new home building permits are forecast to be filed
in the state this year, the highest level of permitting since before the recession. A noteworthy
economic indicator, California is a venture capital haven. California hit a record level of venture
capital investment in 2014 and the state accounted for 60% of all venture capital investment
nationwide and employment growth in California is forecast to reach into the high 2% range in 2015
and the unemployment rate will dip to below 6% by late 2016.

State and Federal Budgets

State Controller Betty T. Yee’s March 2015 report covering California's cash balance, receipts and
disbursements shows the state’s General Fund is strengthening, coming in $547 million higher than
anticipated in the Governor’s proposed budget. Leading the way was personal income tax, which beat
projections by $498 million. This included $400 million more than expected in the amount withheld
from workers’ paychecks and estimated tax payments $42 million higher than estimated in the
Governor’s proposed budget.

On the federal level, at the end of March, 100 members of Congress sent a letter to Speaker John
Boehner and Minority Leader Nancy Pelosi urging House leaders to work in a bipartisan, bicameral
fashion to secure full funding for Payments In Lieu of Taxes (PILT) in FY 2016. Congressman
Huffman was one of the 100 signatories. In federal fiscal year 2014, the county received $719,202 in
federal PILT funding for fiscal year 2014-15. Congress has approved $442 million in fiscal year 2015
discretionary spending for PILT program. The funding was included in two separate measures - the Buck
McKeon National Defense Authorization Act and the year-end omnibus appropriations law. Should
Congress not include PILT in a spending bill the county’s General Fund will lose this discretionary
source of revenue in fiscal year 2016-17.

Section 3: Policy Considerations

Additional Funding Requests for FY 2015-16

Now that budget submittals and revised year-end estimates have been received from departments, the
CAO recommends using a portion of the General Fund’s fund balance for one-time funding requests
and to prevent the discontinuation of public safety services for FY 2015-16. The recommendation to
utilize fund balance and increase the structural deficit, as mentioned on page 7, is necessary in order to

maintain service levels. A list of all submitted additional funding requests can be found in Attachment
1.



Reserves

The county General Fund utilized $2,750,000 in General Reserves from July 1, 2009 through June 30,
2011. Per Board adopted policy the county’s General Reserve should be between 8 and 10 percent of
total General Fund revenues, or roughly $8.7 million. The County’s current General Reserve balance
is $1,172,737. Rebuilding reserve accounts is one of your Board’s Six Key Goals for 2015-16. Your
Board in the first quarter and mid-year budget reports of fiscal year 2014-15 set aside $400,000 in
Contingencies for a contribution to the General Reserve in FY 2015-16. Ongoing revenues are
insufficient to meet ongoing expenditures, and therefore staff recommends that the Board does not
make an additional contribution to the General Reserve above the $400,000 previously set-aside.

The adopted budget included a General Fund Contingency Reserve of $1,500,000 which is also much
lower than the policy level of $6.5 million. At this time staff does not anticipate that there will be
sufficient funding available next fiscal year to increase Contingencies and in fact may need to be
reduced to fund a portion of Probation’s additional funding request.

County Medical Services Program (CMSP)

CMSP provides limited-term health coverage for uninsured low-income, indigent adults that are not
otherwise eligible for other publicly funded health programs. Thirty-five, primarily rural California
counties participate in CMSP. The CMSP Governing Board, established by California law in 1995, is
charged with overall program and fiscal responsibility for the program. Humboldt County pays an
annual participation fee in the amount of $430,851 as determined by Welfare and Institutions Code
16809.3 to CMSP. Since the establishment of CMSP in 1995, the Affordable Care Act has become
law. As a result, California has expanded its eligibility into the Medi-Cal program. This means there
is a reduction in the CMSP caseload. Humboldt County’s current CMSP caseload is one individual.

In December of 2014 the CMSP Governing Board approved a one-time waiver of the CMSP
participation fee for FY 2014-15. There is a possibility the CMSP Governing Board will again choose
to waive the CMSP participation fee. Should this occur the CAO recommends that these funds,
$430,851, be made available for a contribution to the Deferred Maintenance Trust for Americans with
Disabilities Act projects.

Aviation Enterprise Fund

The requested budget submitted for Aviation for FY 2015-16 has a structural deficit of over $500,000.
The deficit combined with a negative fund balance causes the financing sources to exceed financing
uses which is not allowed per the state County Budget Act. The recommended budget for the Aviation
Enterprise fund is required to be balanced. In order for a balanced budget to be developed, either
substantial spending reductions need to be made or another source of financing needs to be identified.
The CAO recommends that staff from Public Works and the CAO work to identify loan options from
the Motor Pool fund for the Aviation Enterprise fund.

Loan for McKay Community Forest

When the McKay Community Forest was established Public Works was directed by your Board to
work with the County Administrative Office and County Treasurer to evaluate loan options.
Preliminary estimates are that a loan would be needed for approximately 30 years to finance cash flow
until site improvements are completed and timber revenues increase to a sufficient level to cover costs.
The maximum amount needed is projected to be $751,000 around 10 to 15 years after start-up. The
budget for the McKay Community Forest starts to go negative in FY 2015-16 resulting in the need for
a loan prior to or as part of the adoption of the budget. The CAO recommends that a loan in the amount
of $50,000 be made from the General Fund, to the Forest Resources and Recreation fund to cover the
costs of the McKay Community Forest.
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Discontinuation of Voluntary Furloughs

Twenty-six county employees have continued to voluntarily furlough during FY 2014-15. The CAO
again recommends that your Board recognize and thank the employees who have committed to taking
voluntary furloughs. This program provided an opportunity for budget savings in difficult budget
years. Last year’s third quarter budget report continued the furlough program as long as participation in
the program led to permanent savings. At this time the CAO is recommending the discontinuation of
the voluntary furlough program for all departments due to this only being intended as a temporary
solution. For departments that utilize this program reduction in full-time equivalent status should be
reviewed as a way to accommodate staff wishing to continue to work a reduced schedule.

Budget Adjustments

The CAO during quarterly budget reports frequently brings forward budget adjustments on behalf of
departments. There are budget adjustments before your Board today which can be offset by increased
revenues.

e $3,500 (County Administrative Office 1100-103) — The CAO conducts an annual regional
training with Mendocino County. Due to an accounting error, last year’s regional training costs
were posted to the current fiscal year, leaving no appropriation for this year’s training. Funding
is available through one-time dissolution of redevelopment agency and PILT revenue. This
supplemental funding request supports your Board’s Strategic Framework, Priorities for New
Initiatives by investing in county employees and building regional cooperation.

e $50,000 (County Counsel 1100-121) — On January 24, 2015, the county’s County Counsel
retired from county service. Due to the vacancy created by this retirement, on January 27 the
Purchasing Agent executed a professional services agreement with the law firm of Hanson
Bridgett LLP to supply the services of Frank J. DeMarco. The vacancy in the County Counsel
position is generating salary and benefit savings of approximately $19,460 monthly. A rough
approximation of the experience since January 27 is that services under the agreement with
Hanson Bridgett are costing $25,000 monthly. Funding is available through one-time
dissolution of redevelopment agency and PILT revenue. The proposed supplemental budget
conforms to the Board’s strategic framework, priorities for new initiatives, by providing core
services in ways that match service availability with residents’ needs through providing
community-appropriate levels of service.

e $8,800 (Personnel 1100-130) — Human Resources is experiencing an increase in specialized
recruitments for key personnel positions, particularly for the recruitment of County Counsel.
Specialized recruitments are costly yet beneficial as they typically yield an excellent candidate
pool. Therefore a supplemental budget in the amount of $8,800 is recommended. Funding is
available through one-time dissolution of redevelopment agency and PILT revenue. This
supplemental budget supports the Board’s Strategic Framework Priorities for New Initiatives
by providing community-appropriate levels of service and investing in county employees.

e $100,000 (Courts County Contribution 1100-250) — The county is mandated to pay for indigent
defense costs. For the last several years indigent defense costs have been underfunded in
adopted budget as typically these costs can be cyclical. It appears this is not the case any
longer and therefore a supplemental budget in the amount of $100,000 is recommended.
Funding is available through one-time dissolution of redevelopment agency and PILT revenue.
This supplemental budget supports the Board’s Strategic Framework by enforcing laws and
protecting vulnerable populations.

e $1,100 (Parks and Recreation 1100-713) — The county received an award from the Alliance for
Innovation’s Transforming Local Government conference in April for a device that effectively
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picks up metal objects, such as nails, off of county beaches. Funding for this request will allow
the department the ability to travel to a conference and accept the award as well as learn of
other local governments engaged in innovation. Funding is available through one-time
dissolution of redevelopment agency and PILT revenue. This supplemental budget supports
the Board’s Strategic Framework, Priorities for New Initiatives by providing community
appropriate levels of service and investing in county employees. In addition, your Board’s Six
Key Goals for FY 2015-16 supports travel and training for staff.

Approve Position Allocation Adjustments

Similar to budget adjustments, the CAO during the Mid-Year budget report will also bring forward
position allocation adjustments on behalf of departments in order to decrease the number of individual
items coming to the Board. There is one position allocation adjustment.

¢ In the Mental Health budget unit (1170-424) the department is requesting to increase the allocation
of a Mental Health Clinician I/II (position number 4240909B-46) from a 0.80 FTE to a 1.0 FTE
due to the need for increased flexibility for children’s mental health services, particularly for foster
children.

FINANCIAL IMPACT:

The acceptance of today’s report has no net financial impact, as the budget adjustments recommended
for approval are offset by additional revenues.

Today’s recommendations support the Strategic Framework, Priorities for New Initiatives by providing
community-appropriate levels of service and managing resources to ensure sustainability of services.

OTHER AGENCY INVOLVEMENT: None.

ALTERNATIVES TO STAFF RECOMMENDATIONS:

As for the development of the FY 2015-16 Budget, the Board could choose to:
a. Either increase or decrease the contribution to the General Reserve in order to grow
reserves;
b. Redirect the CMSP participation fee to contingencies; and/or
c. Approve the voluntary furlough program.

These alternatives are not recommended because maintaining a fund balance, and restoring reserves
are consistent with county policy and support the Board’s Strategic Framework, Core Roles, Priorities
for New Initiatives by managing resources to ensure sustainability of services.

ATTACHMENTS:

1. Recommended Budget Adjustments
2. Additional General Fund Appropriations Requests
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