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SUBJECT: Fiscal Year 2016-17 Adopted Budget

On August 23, 2016, the Kern County Board of Supervisors adopted a budget pursuant to state law that
provided $2,516,953,120 in FY 2016-17 spending authority. During budget hearings, the Board of
Supervisors made adjustments to the recommended budget totaling $2,825,197 as follows:

FY 2016-17 Budget Hearing Adjustments

Agenda
Item Budget Fund Department/ Account Account/
Number Unit Number Fund Number  Object Title Amount  Action
101 N/A | 00001 |General Fund 2182 |Designation - Jail | $(1,325,197)|Fulfill Sheriff's request to fund 53
Operations Deputy Sheriff Trainees to offset
attrition over the next 16 months.
100 1970 | 00001 |General Fund - 6040 |Appropriations for| $ 1,325,197 |Fulfill Sheriff's request to fund 53
Appropriations for Contingencies Deputy Sheriff Trainees to offset
Contingencies attrition over the next 16 months.
101 N/A | 00001 |General Fund 2182 |Designation - Jail | $(1,500,000)|Fulfill Sheriff's request to fund FY 2016-
Operations 17 Salaries & Benefits for operational
costs including substations and Rural
100 1970 | 00001 |General Fund - 6040 |Appropriations for| $ 1,500,000 |Fulfill Sheriff's request to fund FY 2016-
Appropriations for Contingencies 17 Salaries & Benefits for operational
Contingencies costs including substations and Rural

The Sheriff's Office requested $6,335,330 in additional funding for operational costs. The Board
approved $2,825,197 as indicated in the table above. The District Attorney also made a request at
budget hearings for approximately $360,647 to fund three vacant Deputy District Attorney positions in
the department's Criminal Division and $101,678 to add one Programmer position in the department's
Forensic Sciences Division. The Board did not approve either of the requests from the District
Attorney.

As discussed in the FY 2016-17 Recommended Budget, the ongoing reality of Kern County's limited
discretionary revenues requires adopting leaner, more efficient approaches to managing scarce
resources. Over the next few years it will be necessary for County departments to reassess priorities
and plan any necessary restructuring to position the county to maintain stability in the future.

ohn Nilon
County Administrative Officer
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Board of Supervisors

Kern County Administrative Center
1115 Truxtun Avenue

Bakersfield, CA 93301

FISCAL YEAR 2016-17 RECOMMENDED BUDGET

The proposed FY 2016-17 Recommended Budget is submitted for your consideration. The recommended
budget is the product of thorough deliberation by the County’s department and Administrative Office staff
regarding the impacts, consequences and alternatives of various budgetary actions. The budget was
prepared in accordance with statutory requirements of the County Budget Act, the Board’s approved
budget development guidelines and with consideration of the County’s vision “to create and maintain a
customer-centered County government designed to garner the confidence, support and trust of the people
we serve.” The FY 2016-17 Recommended Budget is submitted balanced and is consistent with the
strategic budget plan approved by your Board.

This document includes the FY 2016-17 Recommended Budgets for the County, Board Governed Specral
Districts and Other Agencies governed by the Board of Supervisors. County departments have provided
performance measures based on goals and objectives identified in the County’s Strategic Plan.

The FY 2016-17 Recommended Budget of $2.5 billion is balanced and is consistent with policy direction
received from the Board of Supervisors. Carefully planned and controlled expenditures as well as set-
asides of one-time funds for future use over several years have enabled the County to limit service
reductions to the public despite economic instability and unforeseen major fiscal impacts. The years
ahead will continue to challenge the County budget, which must absorb the loss of property tax revenue
from oil and gas properties, increased retirement costs and new jail facility staffing.

The primary goals in developing the recommended budget have been to: 1) maintain public protection as
a priority; 2) appropriate resources to quality of life programs; 3) provide funding to prevent further
deterioration of the physical infrastructure on which many services depend, and 4) maintain reserves that
meet the County’s known cost increases and liabilities. Although achieving this balance continues to be a
challenge, the budget and staffing levels recommended by the County Administrative Office are
consistent with the budget priorities identified by the department heads. County department heads, both
appointed and elected alike, have worked diligently and cooperatively with County Administrative Office
staff to forge a balanced budget that minimizes adverse impacts on direct services to the public. The
Sheriff’s Office and the District Attorney are requesting consideration of additional funding above the
recommended funding level. The Sheriff’s Office requests funding to hold a training academy for Sheriff
Deputy Trainees for a cost of $1.3 million and an additional allocation of $3 million to mitigate service
level impacts. The District Attorney’s Office is requesting funding to fill three Deputy District Attorney I
positions to prosecute misdemeanor cases for a cost of $360,000. These departments will be presenting
their requests at the budget hearings.

County of Kemn 2016-17 Recommended Budget



2 Message from the County Administrative Officer

THE BUDGET IN BRIEF

The FY 2016-17 Recommended Budget for all funds totals $2.5 billion, a decrease of $545.2 million, or
17.82% from the FY 2015-16 Adjusted Budget. The General Fund, which funds many County
operations, totals $787 million, a decrease of $121.9 million, or 13.41%. The budget in total supports a
workforce of 7,682 authorized positions and reflects a net decrease of 1,693 positions. A majority of the
change in budget and positions is related to the transition of the County hospital to a separate legal entity.

All Funds FY 2015-16 FY 2016-17 Change From
($ millions) Adjusted Budget Recommended Budget | FY 2015-16
General Fund $ 909.1 | $ 7872 | $ (121.9)
Special Revenue Funds 1,318.4 1,281.7 (36.7)
Capital Project Funds 5.3 10.3 5.0
Enterprise Funds 502.8 106.5 (396.3)
Internal Service 257.4 262.7 5.3
Special District Funds 21.6 22.7 1.1
Employment Grant Programs 24.8 24.5 (0.3)
Community Development Programs 20.0 18.6 (1.4
Total All Funds| $ 30594 | $ 25142 | $ (545.2)
Authorized Staffing 9.375 7.682 (1,693)

The recommended budget includes funding to provide mandated and essential services, meet debt service
obligations, maintain a minimum level of infrastructure and capital funding, and adhere to the Board’s
financial management policies.

COUNTYWIDE DISCRETIONARY RESOURCES

Countywide discretionary revenue for the General Fund is budgeted at $334 million, which is $38.8
million or 11.65% less than the FY 2015-16 Adjusted Budget. A significant portion of discretionary
revenue is comprised of property taxes and sales and use taxes.

Total property tax assessments decreased by 4.3% from FY 2015-16 contributing to a decrease in
property related revenue of $29.4 million. The reduction is the result of a decline in assessed value of oil
and gas properties associated with the decline of the market price of oil. Sales and use tax base revenue
estimates for FY 2016-17 total $39.7 million, which is $5.5 million less than the FY 2015-16 Adjusted
Budget. Petroleum products and equipment, in addition to automobile sales, continue to produce strong
base receipts for the County; however, the local economy is depressed due to job losses in the petroleum
industry.

Proposition 172 Local Public Safety Funds have increased since FY 2012-13 primarily from wind and
solar construction activity. This revenue, generated by a statewide half-cent sales tax, continues to be
pivotal in meeting the increased budget requests from public safety departments. However, as wind and
solar construction slows, this revenue source is anticipated to decline. In FY 2016-17, public safety
departments are estimated to receive $78.7 million in Proposition 172 revenues, which is $800,000 less
than in FY 2015-16. A portion of the one-time fund balance carry-forward at June 30, 2016 for this fund
is recommended to be set aside to mitigate the anticipated decline in future revenue.

County of Kern

2016-17 Recommended Budget
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The General Fund’s fund balance carry-forward available from the fiscal year ending June 30, 2016 was
$41.7 million, which is $35.8 million less than the prior fiscal year. Included in the fund balance carry-
forward is a set-aside of $3 million of non-spendable fund balance associated with a cash advance to the
new jail project during construction necessitated by delays in reimbursement from the State. The net
General Fund fund balance carry-forward, which excludes the re-budget of Budget Incentive Savings
credits and capital and major maintenance projects, was $23.6 million. The fund balance carry-forward, is
a one-time source that is typically recommended for one-time projects and specific purpose designations.
However, for FY 2016-17 this resource was allocated to operations to minimize service level impacts
under a multi-year deficit mitigation plan.

COUNTY FISCAL PLAN

Since FY 2014-15, the County has lost a total of $77 million in property tax revenue caused by the
depressed market price of oil, resulting in budget deficits of $44.5 million for the General Fund and $17.5
million for the Fire Fund in FY 2016-17. Resolving these shortfalls and balancing the budgets would
require 15% cuts for General Fund departments (assuming all departments received an equal cut) and a
7.2% cut for the Fire Department. The service level impacts of achieving the cost reductions in one year
would be daunting for departments and the public. Therefore, the recommended budget proposes phasing
in the reductions over a four-year period to allow management time to identify cost saving measures,
including use of position attritions to minimize or avoid layoffs and, where possible, finding other
revenue sources such as grants or improved formula driven State and federal allocations. The Four-Year
Deficit Mitigation Plan calls for the temporary use of fund balance carry-forward and reserves in addition
to the step-down of department Net County Cost allocations to bridge budget gaps. The plan results in a
stable budget environment with no reliance on one-time resources for operations after four years.

The Board of Supervisors has been prudent in setting aside $83 million in reserves and designations over
the past five years that will be instrumental in the ability to phase in spending reductions. The challenge
looking forward will be the difficult task of prioritizing County services and programs for reduction or
deletion to achieve fiscal sustainability. The County Administrative Office will continue working with
departments to prioritize discretionary programs for consideration of reduced funding and identify areas
where savings could be achieved countywide as the next fiscal year budget is developed. A strategic
approach to future reductions will be necessary to best sustain the Board’s priorities, goals and objectives.

NET COUNTY COST

For FY 2016-17, departments that receive an allocation of Net County Cost were requested to submit
budgets with up to a 5.0% reduction of Net County Cost from FY 2015-16 in order to mitigate a reduction
in property tax revenue from the decline in oil and gas property assessments. These net adjustments to
allocations to departments generated $15.3 million in savings that helped balance the budget.

Reserves, designations and contingencies are a vital component of Net County Cost that mitigates future
known and unknown liabilities and capital needs. The recommended budget for the General Fund isolates
approximately $9.4 million in the Appropriation for Contingencies to earmark funds against unexpected
future costs or costs that are identified after the County budget is adopted. In addition, $6.4 million in
contributions to reserves and designations brings General Fund reserve balances to nearly $145 million.

The most significant contribution to a designation is $6 million for the Department of Human Services
(DHS) Working Capital to set aside funds for the ongoing cash flow needs of the department. The only
other contribution increase is for the Designation for Road Improvement related to a mitigation agreement
with Clean Harbors, Inc. It requires $400,000 of Hazardous Waste taxes that are paid by the business to
be used for designated road improvements in a specific area until the improvements are complete. With
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the County facing a deficit budget, no other contributions to reserves are recommended.
WORKFORCE CHANGES AND EMPLOYEE COSTS

Budgeted staffing recommended for FY 2016-17 is 7,682 positions, a decrease of 1,693 positions from
the FY 2015-16 Adjusted Budget. The decrease results primarily from the transition of Kern Medical
Center from a County Enterprise Fund to a separate legal entity known as the Kern County Hospital
Authority. The transition included a transfer of 1,756 positions to the hospital authority. General Fund
staffing is decreasing by 73 positions, primarily resulting from the transfer of 56 positions in the
Environmental Health Services Division to a new special revenue fund. The County’s overall cost for
employees’ salaries and benefits is projected to be $895 million, a decrease of approximately $189
million from the FY 2015-16 Adjusted Budget that is reflected in each department’s budget. The decrease
is primarily a result of the Kern Medical Center transition, including Correctional Medicine.

KERN MEDICAL CENTER

The County owned and operated Kern Medical Center for the past 149 years. Under the new Kern
Medical Center leadership and in collaboration with multiple County departments the hospital was
transferred to the Kern County Hospital Authority (Hospital Authority) July 1, 2016. 1,756 County
employees transferred to this new legal entity as well. It is anticipated that under this new governance the
hospital will continue to see operational and financial improvements that began in FY 2014-15 as a result
of changes in payer mix spurred by expanded Medi-Cal eligibility under the Affordable Care Act,
streamlined revenue cycle processes yielding enhanced patient cash collections, labor expense reductions
and resizing of the hospital's labor force to match Kern Medical Center's fluctuating patient census.

The Hospital Authority was created after Governor Brown approved Assembly Bill 2546 which gave the
County the authority to establish by ordinance, the Hospital Authority to manage, administer and control
Kern Medical Center. The County will continue to retain ultimate responsibility for indigent medical care
under Section 17000 of the Welfare and Institutions Code. The Hospital Authority will provide or arrange
for health care services; the County is providing $4.6 million to cover the anticipated costs. The hospital
will continue to provide the health care for the adult and juvenile inmates. A General Fund contribution of
$23.6 million is included in the recommended budget.

STATE BUDGET IMPACT

The adopted FY 2016-17 State Budget projects the state will spend $166.5 billion on mandated programs
and debt service with only $3.5 billion allocated for discretionary use. Early estimates suggest state
revenue will be a combined $2.3 billion less in FY 2015-16 and FY 2016-17 due to decreasing personal
income tax receipts and weaker sales tax collections. Proposition 30, the sales and income tax increase
initiative approved by voters in 2012, is on the ballot again this November and voters will be given the
choice to extend the Proposition 30 income tax rates for another 12 years.

Based on the state’s economic forecasts, a recession seems probable within the next few years. The
State’s Budget, deposits $2 billion into the Rainy Day Fund; however, the fund will only reach 54% of its
constitutional target this year. Without a Proposition 30 tax extension, California will have less ongoing
tax revenue to support its current fixed commitments, meaning that a strong Rainy Day Fund will be a
significant bulwark against devastating cuts if the state economy slides into a recession.

Over the next ten years, the state will implement a $36 billion transportation package of which $13.5
billion will be set aside for local roads. Although the transportation package will impose a new $65 Road
Improvement Charge on all vehicles and stabilize the gasoline excise tax at 18 cents and adjust annually
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for inflation to maintain purchasing power, the California State Association of Counties suggests city and
county roads statewide will continue to deteriorate and the maintenance backlog will continue to grow
unless an additional $3 billion in new funding is allocated to local streets and roads.

In FY 2016-17 the Governor also proposes to spend $3.1 billion from cap-and-trade auction revenue
derived from the purchase of greenhouse gas emissions credits under Assembly Bill 32. Of that amount,
approximately $1.2 billion is continuously appropriated to support public transit ($300 million),
sustainable communities ($400 million), and high-speed rail ($500 million).

The Governor’s budget increases state general funds by $1 million for the Department of Water
Resources to support local public agencies with facilitation services as they implement the Groundwater
Act. Successful implementation depends on how well local public agencies coordinate and develop
governance structures to meet the requirements of the Act. In addition, the budget increases state general
funds by $1 million to support the use of remote sensing technology to establish statewide agricultural
land use data aimed at supporting groundwater agencies in developing water budgets that ultimately
balance water supply and use within basins.

Finally, the Governor’s budget includes funding for the latest iteration of the Section 1115 Waiver,
known as “Medi-Cal 2020”. Over the next five years, the following core elements of the Waiver
agreement include: Public Hospital Redesign and Incentives (PRIME) that will draw down $3.27 billion
for designated public hospitals over the five year waiver; Global Payment Program (GPP) for designated
public hospitals to serve the remaining uninsured valued at $1.2 billion over the five year waiver; Dental
Transformation Initiative (DTI) to provide dental care to low income children valued at $750 million;
and, Whole Person Care (WPC) allowing county-based pilot programs to provide coordinated care for
high-utilizing Medi-Cal recipients valued at $1.5 billion over the fiver year waiver. A portion of these
funds will now flow to the Kern County Hospital Authority.

FEDERAL BUDGET IMPACT

The County receives revenue from the federal government’s Payment in Lieu of Taxes (PILT) program.
PILT program eligibility is reserved to local governments that contain non-taxable federal lands and
provide vital services, such as public safety, housing, social services and transportation. Using a formula
provided by statute, the annual PILT payments to local governments are computed based on the number
of acres of federal entitlement land within each county or jurisdiction and the population of that county or
Jjurisdiction. The funding for this program is considered each year within the federal budget. The County
has received about $2.5 million each year from this program since 2008. The County expects to receive a
similar amount in FY 2016-17.

MAJOR PROGRAM HIGHLIGHTS

The recommended budget categorizes departments into functional areas by the services that they perform.
Most departments are funded through direct program revenues, such as State and federal aid or fees,
and/or an allocation of Net County Cost (NCC). Countywide discretionary resources, comprised mainly
of property taxes and sales and use taxes, funds NCC. As NCC is a limited resource, it is helpful to put
into prospective the budget for these functional areas as compared to the County’s total budget of $2.5
billion and the General Fund budget of $787 million.

The highlights of departmental budgets by functional area are discussed on the next page.
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General Government

Budgets for general government departments total $326.7 million, or 13.3% of the County’s total budget,
and they receive 14.6% of the total Net County Cost allocation. Within the General Fund, appropriations
for general government departments total $109 million, or 14% of the General Fund budget. Staffing for
these departments totals 589 positions, a net decrease of three positions from FY 2015-16. Board of
Supervisor District 4, the Auditor-Controller, and County Counsel are each deleting one position.

General government departments handle the administration of the government and include departments
such as the Board of Supervisors, County Administrative Office, Clerk of the Board, Human Resources,
Auditor-Controller-County Clerk, Treasurer-Tax Collector, Assessor-Recorder, etc.

Public Protection

Protecting public safety remains the top priority of the recommended budget for the County. Budgets for
public protection departments total $790 million and they receive nearly 56.1% of the total Net County
Cost allocation. Within the General Fund, appropriations for public protection departments total $430
million, or 55% of the General Fund budget. Staffing for these departments totals 3,386 positions, a net
decrease of three positions from FY 2015-16.

The Sheriff’s budget is recommended for a 5%, or $6.7 million, decrease in Net County Cost from the FY
2015-16 Adjusted Budget. This includes $2.6 million in prior year carry-forward appropriation related to
capital assets in FY 2015-16 as well as the county-wide 5% reduction of $5.9 million in Net County Cost
offset with a $2.5 million contribution for pension cost escalation for a net reduction of 3.4% of Net
County Cost from the FY 2015-16 Adopted Budget. The reduction will result in significant service level
impacts including, but not limited to, the unfunding of 155 positions, the consolidation of sub-stations in
outlying areas, the reassignment of existing staff and elimination or downsizing of certain units, reduction
of flight hours and the partial closure of the Central Receiving Facility.

The Probation Department is also recommended to receive a decrease in Net County Cost from the FY
2015-16 Adjusted Budget of $1.3 million as a result of the 5% reduction in Net County Cost. The
department will have no significant impacts to service levels; however, the department will continue to
deal with large caseloads.

The District Attorney — Criminal Division budget is recommended for a $271,974 decrease in Net County
Cost from the FY 2015-16 Adjusted Budget. The department indicated there are service level impacts
resulting from the proposed 5% reduction of Net County Cost. The department will exhaust most of the
Budget Savings Incentive (BSI) credits from its budget units to avoid potential layoffs. Layoffs are also
mitigated by holding five positions vacant and not replacing aged vehicles.

The Fire Department’s recommended budget will allow the department to maintain staffing levels and
mitigate any layoffs resulting from a $17.5 million deficit due to the loss of property tax revenue. Despite
receiving $7.84 million General Fund contribution as part of a four-year deficit mitigation plan, the Fire
Department will experience significant service level impacts including, but not limited to, the depletion of
Fire Fund reserves and designations, reduction in services and supplies, reassignment of staff, downsizing
of certain units, and exploration of alternative revenue streams.

The recommended budget for Animal Services allows the department to maintain services at a relatively
status quo level and will continue to provide the resources necessary to maintain a high level of care for
County animals.

County of Kern 2016-17 Recommended Budget
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Public Ways and Facilities

Budgets for public ways and facilities departments total $173 million, or 7.1% of the County’s total
budget, and they receive 1.4% of the total NGFC allocation. Staffing for these departments totals 479
positions, a net increase of six positions from FY 2015-16.

The Public Works Department has commenced its second fiscal year since merging six departments into a
single Internal Service Fund. The recommended budget for Public Works is $62.1 million, 81% of which
is related to staffing. The recommended budget for the Airport Enterprise Fund is $24.5 million, the
department has budgeted to utilize $15 million in capital improvement funds toward the second phase of
the Meadows Field runway rehabilitation project, which is 90% federally reimbursed.

Public Assistance

Budgets for public assistance departments total $640.8 million, or 26.2% of the County’s total budget,
and they receive 6.6% of the total Net County Cost allocation. Within the General Fund, appropriations
for public assistance departments total $17.7 million, or 2.2% of the General Fund budget. Staffing for
these departments totals 1,942 positions with no change from FY 2015-16 staffing levels.

The Department of Human Services (DHS) comprises the largest budget for the public assistance
functional area at $206 million for Administration and $224 million for Direct Aid. The recommended
budget for both these funds includes a decrease in Net County Cost totaling $13.3 million resulting
primarily from a one-time contribution in FY 2015-16 of $14 million to backfill a fund balance shortfall
caused by increased costs for foster care and adoptions assistance payments and direct services. In order
to meet the FY 2016-17 Net County Cost, the department will be required to hold 28 positions vacant, 19
of which are social workers in the Child Protective Services Bureau. Holding these specific positions
vacant will have significant service level impacts including challenges in meeting State regulations
regarding visits with children and caregivers, impaired reasonable services due to workload increases,
possibility of the court making a "no reasonable services" finding and difficulty providing thorough
assessments of children's living situations, which would increase foster care entry rates. All impacts have
the potential to increase Net County Cost in Human Services Direct Aid. The recommended budget for
DHS — Direct Aid includes a $1 million increase in expenditures over FY 2015-16 as a result of
anticipated increases in Foster Care and Adoptions caseloads and aid payments.

The budget for DHS - Administration continues to include funding for expanded Phase 1 Differential
Response services provided by the Kern County Network for Children in the amount of $504,000, which
is 10% less than was provided in FY 2015-16.

Health and Sanitation

Budgets for health and sanitation departments total $456 million, or 19% of the County’s total budget and
they receive nearly 10% of the total Net County Cost allocation. Within the General Fund, appropriations
for health and sanitation departments total $71 million, or 9% of the General Fund budget. Staffing for
these departments totals 1,074 positions, a net decrease of 1,684 positions from FY 2015-16.

The most significant change for this group is the transition of the Kern Medical Center to a separate
hospital authority. The transition reduces the County budget by $381 million and 1,756 positions. The
Kern County Hospital Authority will receive payments to reimburse the costs of indigent healthcare and
correctional medicine. This contribution is recommended at $30.5 million and includes $2.3 million from
1991 Health Realignment funds to offset indigent care costs.

Education, Recreation and Community Programs

The Library’s recommended funding level allows the department to maintain current levels of service and
continue to meet its mission with no change in hours of operation. The budget includes $389,205 for
books and materials, which is equivalent to FY 2015-16. The department absorbed the 5% reduction in
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Net County Cost by not funding previously funded vacant positions and utilizing its Budget Savings
Incentive (BSI) credits.

The Parks and Recreation recommended funding level allows the department to maintain current levels of
service in operating eight regional and 40 neighborhood parks with recreational facilities that include
lakes, campgrounds, group picnic areas, playgrounds, bike trails and ball fields. The budget continues to
include funding for privatization services in Phase III areas (Frazier Park, Ford City, Valley Acres, Derby
Acres, and Fellows). The department absorbed the 5% reduction in Net County Cost by not funding
previously funded vacant positions, resulting in no significant service level impacts for FY 2016-17.

Several contributions to community programs are included in the recommended budget. The Special
Services’ budget provides funding totaling $294,303 to organizations, such as the Volunteer Center of
Kern County, Alzheimer’s Disease Association of Kern County, Arts Council of Kern, Bakersfield
Museum of Art, Bakersfield Symphony, Center for Blind and Visually Impaired, Community Action
Partnership of Kern County (CAPK), Court Appointed Special Advocates (CASA), Valley Fever Vaccine
Project, and Kern Adult Literacy Council. Given the budgetary constraints affecting the County,
contributions are recommended at a 50% reduction from FY 2015-16 funding levels.

RENEWING INFRASTRUCTURE IN AN ERA OF FISCAL CONSTRAINT

Equipment and infrastructure are essential to the long-term quality of services to the people of Kern
County. The County Administrative Office prioritizes requests for capital projects and equipment in the
following order: legally mandated, health and safety, preventive maintenance, cost reduction, and extent
of direct public use or benefit. Fiscal constraints over the past several years have forced the County to
defer many pressing capital and maintenance needs for roads, parks, fire protection, and other important
services to the public.

As part of the County’s long-term fiscal plan, the use of one-time sources such as fund balance carry-
forward is typically isolated to capital and major maintenance projects and reserves or designations. In
consideration of budget constraints, no funds were set aside for infrastructure replacement in FY 2016-17.
The Board of Supervisors has previously set aside funds for this purpose and the balance of the
Infrastructure Replacement designation in the General Fund is $9.2 million.

The recommended budget includes 23 major maintenance projects totaling $6.4 million. Projects include
various painting, paving, roofing and HVAC projects that were determined to be most critical to maintain.
Several projects have revenue sources resulting in a Net County Cost of only $277,999 for all projects.

MITIGATING FUTURE CHALLENGES

The past several years have challenged your Board's ability to achieve fiscal sustainability and meet the
increasing demand for public services. In addition to a decline in countywide discretionary revenue, the
County is facing retirement cost increases, fiscal uncertainty related economic challenges and future costs
related to staffing a new jail facility. In the coming years, the County faces the challenge of continuing to
provide quality services to its residents while managing the impacts of revenues that are not expected to
increase sufficiently to cover increased costs. Accordingly, the County Administrative Office seeks to
avoid one-time funding solutions and steer a course that keeps the County within expected ongoing
revenues that adequately fund needed services while setting aside reserves to address deferred
infrastructure maintenance, future economic downturns, and other unexpected costs.

County of Kern 2016-17 Recommended Budget
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Re-Affirm Declaration of Fiscal Emergency

The County declared a fiscal emergency in January 2015 as a proactive budgetary measure in preparation
of absorbing a $50 million loss of property tax revenue as a result of a decline in the assessed value of oil
and gas properties caused by the falling market value of oil. The declaration allowed access to the
County’s General Reserve and provided flexibility to modify staffing for the Fire Department if
necessary. With immediate accompanying actions taken in FY 2014-15 and again in FY 2015-16 that
included mid-year reductions to preserve resources and implementation of two long-term fiscal strategies,
the General Fund budget was balanced without significant service level impacts to the community.

The loss of property taxes has now grown to $77 million over two years, resulting in significant budget
deficits for both the General and Fire Funds. Through the development of a strategic approach and
disciplined implementation of budgetary restrictions, the deficits have been mitigated through a Four-
Year Deficit Mitigation Plan which requires the use of fund balance carry-forward and reserves for a
temporary period and a 5% reduction in Net County Cost allocations for FY 2016-17. However, the
County must reduce costs significantly over the next three budget cycles to achieve fiscal sustainability.
All General Fund department services are anticipated to be impacted to some level including those of
public safety departments. The Fire Department is also working under a mitigation plan that includes
budget reductions up to 7.2% over the four-year period. At this time, it is recommended that the
Declaration of Fiscal Emergency be re-affirmed for the FY 2016-17 budgetary cycle.

Retirement Costs

Retirement costs are anticipated to increase as a resuit of the amortization of the unfunded actuarial
accrued liability. The County’s five-year forecast also anticipates an increase in the average employer
contribution rate as a result of lower investment returns coupled with approved actuarial assumption
changes in FY 2015-16 that included changing investment return assumption from 7.75% to 7.5%,
updating the mortality table and the introduction of explicit administrative expenses. In addition, debt
service payments for the County’s Pension Obligation Bonds are scheduled to escalate through FY 2021-
22. The combined ongoing pension cost escalation was nearly $27 million for all funds in FY 2015-16. In
anticipation of the budgetary impact from the escalating bond payments, the County has set aside a
designation for retirement with a current balance of $12.8 million. The Board of Supervisors approved a
fiscal strategy in January 2015 for pension cost escalation requiring the use of funds set aside in the
designation for retirement over the next seven years to cover pension escalation for General Fund
departments through FY 2021-22, when one of the Pension Obligation Bonds will be fully repaid.
Retirement costs will significantly decline in FY 2022-23, which will alleviate.the budgetary pressure for
departments.

In FY 2015-16, the Kern County Employees® Retirement Association (KCERA) initiated a phase-out of
the County’s option to prepay the retirement contribution that had generated $8 million annually in
interest resources for the General Fund for the past 15 years. With prepayment phasing out, the General
Fund will lose approximately $4 million in FY 2016-17 and then an additional $4 million in FY 2017-18.
Additionally, KCERA will conduct a 3-year experience study that could lead to a reduction in the
assumed rate of investment return which would result in retirement cost increases starting in FY 2018-19.

Economic Challenges

The County’s Five-Year Financial Forecast covers July 2016 through June 2021 and includes slight
growth in major revenue streams throughout the period. Not included in the forecast are the impacts of a
potential recession or the unknown economic impacts of the coming statewide $15 minimum wage. The
forecast does include an expectation to assist the Road Fund with the loss of nearly $10 million in
Highway User Tax Account (HUTA) revenues for road maintenance by at least $5 million.

County of Kern 7 2016-17 Recommended Budget
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New Jail Facility

In FY 2017-18, the County anticipates funding the staff necessary to operate a new jail facility. The
Sheriff has indicated that these staffing costs, estimated at $27.5 million, could be mitigated by
temporarily moving current staff from certain areas of the Lerdo Minimum jail facility to reduce some of
the cost until the Lerdo facility is remodeled, which would generate an estimated $7 million in savings for
a net initial cost of $20.5 million. The Board of Supervisors approved a fiscal strategy in January 2015 to
identify an ongoing source to fund the operations of the new jail. The strategy includes isolating Net
County Cost of $4 million, or 1.4% each year over the next five years, to achieve an ongoing source of
$20.5 million. Through the strategy, $7.5 million was set aside in a designation for jail operations in FY
2015-16. However, as the County faces major budget reductions related to the loss of property tax
revenue, the Sheriff has since proposed that existing staff could meet the initial staffing of the facility to
negate the need for the jail strategy prospectively. Based on the Sheriff’s conclusion, the Board of
Supervisors cancelled the fiscal strategy reductions. It is expected that the County will incur medical and
mental health costs of up to $5 million annually if all the new jail beds are filled. These assumptions have
been incorporated into the County’s fiscal forecast.

Sales Tax Volatility

Historically, counties relied on relatively stable property taxes for the provision of services; however,
with the realignment of many State services, counties have become increasingly dependent on sales tax
revenue. When combining 1991 and 2011 Realignment revenues, which are primarily funded with sales
tax ($255 million), with County sales and use taxes ($40 million) and Proposition 172 half-cent sales
taxes ($76 million), the portion of budget requirements funded primarily with sales tax revenue represents
15% of the County budget. Approximately $141.1 million of this revenue is allocated to services
specifically in the General Fund that comprise 18% of the General Fund’s budget. Revenue from sales
taxes is projected to decline slightly in FY 2016-17, lending to the concern that these revenues tend to be
much more volatile and more responsive to economic changes, resulting in a higher risk of losses in
future years.

CONCLUSION

The County must again seek to balance the allocation of resources between ongoing service needs, quality
of life programs and the maintenance and renewal of facilities and equipment that support those services.
The FY 2016-17 Recommended Budget is balanced within available resources and takes into
consideration known future fiscal concerns. It is important that the County take action to resolve the
long-term loss of property tax revenue associated with oil and gas assessments. The deficit mitigation
plan allows for flexibility should the revenues based on assessed value projected be higher than
anticipated and moves the County down the path towards fiscal sustainability.

The budget meets the most important needs of the people of Kern County and fulfills the County’s legal
mandate to protect public health and safety. As you conduct public hearings and deliberate on the FY
2016-17 Recommended Budget, your Board’s leadership and strong fiscal management will assist the
County in once again maintaining the critical balance between service demands and limited financial
resources.

County of Kern 2016-17 Recommended Budget
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At the Budget Hearings that begin August 23, 2016, members of the public are invited to comment to
your Board on the budget recommendations presented here. The County Administrative Office will work
closely with your Board and with County departments to resolve budget issues and to enact a budget that
meets the County’s legal obligations and the needs of the people of Kern County.

County Administrative Officer
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14 County Profile

COUNTY OF KERN
COUNTYWIDE FACTS AND FIGURES

Size:
8,132 square miles

Source: U.S Census Bureau, State and County Quick Facts, Kern
County California

Elevation:

Bakersfield Mean Elevation

400 feet above sea level.

Highest Elevation, Sawmill Mountain,
8,755 feet above sea level.

Structure:

General law County formed in 1866; five
districts based on population. Board members
serve four-year terms.

Incorporated Cities:
11

Population by City:
Percent Change

from 2015
City Population
Arvin 2.3 20,978
Bakersfield 1.2 379,110
California City -1.7 13,992
Delano 0.5 52,999
Maricopa A 1,140
McFarland 3.0 14,658
Ridgecrest 0.4 28,064
Shafter 11 18,048
Taft -1.2 9,405
Tehachapi -4.2 12,217
Wasco 0.6 26,471
Total Incorp. 9 577,082
Total Unincorp. 3 309,425
Total County of Kern .7 886,507

Source: State of California, Department of Finance, Population
Estimate with Annual percentage Change January, 1 2015, 2016

Regional Parkland:

Buena Vista Aquatic Recreational Area
Camp Condor

Greenhorn Mountain Park

Kern River County Park and Campground
Lake Wollomes

Leroy Jackson Regional Park
Metropolitan Rec. Center/Stramler Park
Tehachapi Mountain Park

Source: County of Kern, Parks and Recreation

County Library:

25 Branches

2 Bookmobiles

1 Fire Research Center

Source: Kern County Library

Employment by Industry (May 2016):

Industry Employees
Government 63,800
Farming/Agriculture 62,000
Trade, Transportation, Utilities 53,200
Educational & Health Services 34,700
Mining, Logging, Construction 26,400
Professional & Business Services 26,400
Leisure & Hospitality 25,800
Manufacturing 13,600

Source: State of California Employment Development Department
http://www.labormarketinfo.edd.ca.gov/data/unemployment-and-
labor-force.html

Assessed Valuations (2015-16):
$85.6 billion

Source: Kern County Tax and Revenue Anticipation Note, Table 6

County of Kern

2016-17 Recommended Budget
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COUNTY OF KERN
COUNTYWIDE FACTS AND FIGURES

2015-16 Top 10 Taxpayers Per Billing (In Thousands)

Net Assessed

Value Total Tax
Chevron USA, Inc. $5,749,864 $62,420
Occidental of Elk Hills, Inc 4,771,385 52,206
Aera Energy LLC 2,939,429 30,800
Berry Petroleum Co 1,401,992 15,231
Pacific Gas and Electric Co. 901,925 12,610
Freeport McMoran Oil & Gas LLC 1,184,726 12,300
Southern California Edison Co. 757,923 10,596
Vintage Production Cal LLC 950,341 10,556
Linn Energy Holdings, LLC 565,317 5,847
Paramount Farms International LLC 505,304 5,406

Source: Kern County Tax and Revenue Anticipation Note, Table 7

Unemployment (May 2016):
10.0%

Source: State of California Employment Development Department,
http://www.labormarketinfo.edd.ca.gov/data/unemployment-and-
labor-force.html

Poverty Level (2014%*):
23.4%

Source: U.S Census Bureau, 2010-14 American Community Survey
5-year

Median Home Price (May 2016):
$226,800

Source: CA Association of Realtors, 2016

*Most recent data available

Median Family Income (2014*):
$48,574

Source: U.S Census Bureau, 2010-14 American Community Survey
5-year

Per Capita Personal Income (2014*):
$36,165

Source: U.S Department of Commerce

Taxable Sales (2014%*):
$15,722,694,000

Source: California State Board of Equalization, Taxable Sales in
California

Universities/Community Colleges:

(Ranked by # of Students)

Four Year Universities (Fall 2015)

California State University, Bakersfield
University of Phoenix — Central Valley Campus
Community Colleges (Fall 2015)

Bakersfield College

Taft College

Cero Coso College

Source: CaliforniaColleges.com

Median Age (2014%):
31.0

Source: U.S Census Bureau,2010-14 American Community Survey
5-year
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COUNTY OF KERN
COUNTYWIDE FACTS AND FIGURES

Death Rate (2012-2014*, per 100,000):
645

Source: California Department of Public Health, County Health
Status Profiles 2016

Educational Attainment (2014*, population
aged 25 years and over):

Percent

Less than 9" grade 14.5%
9" to 12" grade, no diploma 12.5%
High school graduate (includes

equivalency) 26.4%
Some College, no degree 24.3%
Associate’s degree 7.1%
Bachelor’s degree 10.1%
Graduate or professional degree 5.1%

Source: U.S Census Bureau, 2010-14 American Community Survey
5-year

Tourist Attractions:
Kern River

Lake Isabella

Buena Vista Aquatic Area
Ming Lake

Red Rock Canyon

Jaw Bone Canyon
Famoso Raceway

Kern County Raceway
Crystal Palace

Kern County Museum
California Living Museum
Buena Vista Museum
Maturango Museum

*Most recent data available

Airports:
Meadows Field Airport

Mojave Air and Space Port
Inyokern Airport
Tehachapi Airport

Kern Valley Airport
Buttonwillow Airport

Lost Hills Airport

Shafter Minter Field Airport
Delano Airport
Famoso/Poso Airport

Taft Airport

Wasco Airport

Bakersfield Airpark

Top 5 Hospitals:

(Ranked by # of staffed beds)

1. Bakersfield Memorial Hospital (315 beds)

2. San Joaquin Community Hospital (259 beds)
3. Mercy Hospitals of Bakersfield (222 beds)
4. Kern Medical (214 beds)

5. Good Samaritan Hospital (154 beds)

Source: American Hospital Directory, Hospital Search date:
7/8/2016

Race/Ethnicity:

Hispanic 50.4%
White 37.2%
Black 5.3%
Asian 4.3%
American Indian 0.6%
Pacific Islander 0.1%
Multi-Race 2.1%

Source: U.S Census Bureau, 2010-14 American Community Survey
5-year

County of Kern
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COUNTY OF KERN
COUNTYWIDE FACTS AND FIGURES

THE COUNTY OF KERN - COMPARISON TO OTHER COUNTIES

UNEMPLOYMENT RATE (APRIL 2016)
12.00%

10.60%

9.60% 10.00%

10.00%

8.00%

6.00%

4.00%

2.00%

0.00%
Kern County  San Bernardino Fresno County  Sacramento  Kings County California
County County

Source: Bureau of Labor Statistics

The unemployment rate in Kern County is .6% higher than it was in 2015 and currently hovers
around 10.6% overall (April 2016). The rise in the unemployment rate is correlated with the
recent downturn in oil prices. Because Kern County is more dependent on oil and gas production
than most regions in the state, a recent wave of layoffs in the oil industry has spiked the
unemployment rate in juxtaposition to counties of comparison and the state average. Youth
unemployment for those 16-25 years of age also remains high and is exacerbating the rising
unemployment rate due to Kern’s higher proportion of young people compared to other counties
in the state.

County of Kern 2016-17 Recommended Budget
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MEDIAN AGE BY COUNTY (2014)

38.0 1
37.0 /I
50 =
35.0 /
34.0
32.]/

33.0 324

, 31.7 /r/(
31.0

30.0

Kern County  Fresno County  Kings County San Bernardino  Sacramento California
County County

Source: U.S Census Bureau, 2010-14 American Community Survey 5-year

Kern County is one of the youngest counties in California and has a median age of about 31
years of age. That is nearly 6 years younger than the median age for California, which stands at
roughly 37 years of age. The area is experiencing healthy growth and expansion of young
families. Kern County also continues to see strong increases in the overall population on an
annual basis. The county received a 27% increase in population from 2000 to 2010. The current
population is roughly 886,000. The region is expected to grow by almost 10% in total population
from 2015 to 2020 according to the California Department of Finance Projections.

Despite the recent decline in the oil industry, the chart above suggests the population in Kern
County is relatively young and primed for potential economic growth. Regions with younger
populations typically experience a growing market for manufactured goods, services, education,
and are more capable of sustaining a strong and stable tax base.

Located at the southern end of the San Joaquin Valley, Kern County’s 8,132 square miles of
unique geography embrace portions of the Mojave Desert, the Sierra Nevada and Coast Ranges,
and the valley. Half of Kern County’s 886,000 residents live in the metropolitan area of
Bakersfield, the county seat. Agriculture and petroleum are economic mainstays, as well as
aerospace and military research and development conducted at Edwards Air Force Base and
Naval Air Weapons Station China Lake. Kern produces more oil than any county in the nation,
has North America’s largest ice cream plant, and boasts history’s first human-powered flight,
first solar-powered flight, and first private space flight.

Kern County's broad desert expanses have hosted many milestones in military and private flight
research, and Kern County has now emerged as a leader in renewable energy, generating nearly
half of California's total solar and wind-powered electricity. Kern County is also home to a
California landmark, Tejon Ranch, whose 270,000 acres of rangelands, cultivated farm land, and
mountains comprise the largest continuous expanse of privately held land in the state.

County of Kern 2016-17 Recommended Budget
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County Budget Overview 21

County of Kern

The County of Kern's FY 2016-17 Recommended Budget covers the period from July 1, 2016-
June 30, 2017. The County budget consists of the General Fund, special revenue funds, capital
project funds, internal service funds, enterprise funds and other agency funds. Each department
is responsible for operating within their budget and has authority to spend up to the approved
budget.

When developing budgets, each department considers the County vision, mission and goals and
objectives of the County, approved by the Board of Supervisors.

Vision Statement

"To create and maintain a customer-centered County government designed to garner the
confidence, support and trust of the people we serve."

The vision statement communicates that Kern County government is committed to the people we
serve and can be a model of effective local government. Six key commitments are outlined
below which must be fulfilled to fully implement our Vision:

1. A commitment to maintain and communicate a strategic vision focused on excellence and
innovation.

A commitment to be effective as defined by the customer.

A commitment to respect all employees as vital, effective team members.

A commitment to collectively and continuously improve work.

A commitment to measure performance and to manage by fact.

A commitment to recognize individual and team performance based upon how well we
meet organizational goals.

ok wn

Mission Statement
"To enhance the quality of life in Kern County by protecting and serving our citizens."

The mission statement communicates what Kern County government is committed to doing for
the community. It defines why our government exists.

Strategic Plan

The process used in 2005 to create the original Kern County Strategic Plan was inclusive and
comprehensive. Every effort was made to solicit participation of key internal and external
stakeholders, including members of the public, County department heads and employees. The
proposed goals, strategies and outcomes identified in the strategic plan are a result of input from
the public and efforts by seven working groups that developed and refined the information
gathered.
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The County's citizenry requires a range of services covering a broad spectrum of health, public
safety, transportation, social, recreational and environmental services. In today's environment
the biggest challenge faced by the Kern County Board of Supervisors is fulfilling the demand for
these services with limited resources. The strategic goals serve as a tool to use when policy
decisions must be made to allocate financial resources during each budget year. During the
budget process, information is provided to the Board that outlines efforts by departments to reach
goals, and what opportunities are available to address the Boards priorities and establish an
overall direction for allocation of the County's limited financial resources to meet long-term
needs and service demands of the County's citizenry.

County Goals and Objectives

As part of the continuing effort to align resources with operational priorities, each department
was asked to review existing performance measures to ensure alignment with the FY 2016-17
County Goals and Objectives. These measures should be realistic, easily quantifiable, and reflect
progress on long-term multi-year strategic initiatives or the accomplishment of shorter-term
tactical goals, that directly correlate to the identified County objectives and reflect activities
within the department's control. In addition, performance measurement progress is updated and
reported as part of each budget process.

The FY 2016-17 Recommended Budget book includes prior year accomplishments, and
departmental performance measures to demonstrate if departments are meeting County Goals
and Objectives. The FY 2016-17 Goals and Objectives are consistent with the original strategic
plan approved by the Board.

Provide exceptional crime prevention and law enforcement services and an effective system
of justice.
e Reduce crime and improve law enforcement services.
e Reduce criminal activity through education and prevention.
e Reduce domestic violence, including child and elder abuse, by increasing resources for
prevention and intervention programs.
e Increase community services to reduce the incidence of gang violence.

Protect life and property by providing effective fire protection, emergency response, and
related services to reduce exposure to hazardous conditions.

e Enhance fire protection services through public education, fire prevention activities, and

hazard abatement.

e Enhance fire protection services through adequate fire suppression, emergency medical
services, and emergency response.
Ensure personnel safety through adequate training.
Plan for future required facilities, maintenance, and capital infrastructure replacement.
Identify funding sources to maximize program revenues.
Reduce nuisances/dangers and ensure new and existing buildings are safe to occupy.
Ensure that people receive the best possible emergency services.
Ensure safe pesticide use within the agricultural industry to protect people who live and
work in agricultural settings.
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Enhance emergency preparedness and response and recovery efforts

Update the County emergency plan to reflect new threats and current events.

Identify training opportunities for emergency responders and other operational area staff.
Educate the public on disaster preparedness.

Ensure continuity of government services (sustainability).

Develop/enhance map of natural hazards throughout the County for public and volunteer
responders.

e Ensure an adequate emergency operations center (EOC).

e Ensure an adequate information technology facility.

Assure that our food and water supply is ample and safe
e Increase surveillance and enforcement to ensure safe food handling and preparation at
local retail food establishments.
e Educate the public on water quality and conservation issues to ensure and preserve a
long-term water supply.
e Educate the public on the importance of food safety.

Improve air quality
e Develop strategies to reduce emissions and improve air quality.

Improve waste collection and disposal methods
e Reduce the amount of waste collected at County landfills.
e Reduce litter and illegal dumping.

Promote healthy lifestyles and prevent spread of diseases
e Reduce incidence of disease through prevention and education.
e Provide quality population-based preventative health services.
e Improve senior nutrition through the continued provision of nutritious meals to eligible
seniors in both home delivered and congregate settings throughout the County.

Improve animal services and promote responsible pet ownership
e Enhance/expand public education campaign to promote responsible pet ownership.
e Improve animal shelter facilities and operations.

Improve access to recreational, cultural, informational and educational resources, services
and opportunities
e Promote recreational, cultural, and educational opportunities through partnering with
others.
¢ Identify community needs and available resources to meet those needs.
e Maximize the use of available resources and services.

Promote community beautification strategies
e Beautify communities through use of landscaping, architectural design, and public
improvements that express regional identity.
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Expand Multi-use trail miles
e Pursue funds to build new bike paths and promote bicycling as an alternative method of
transportation.
e Development of multi-use trails to meet community recreation needs.
e Re-evaluate appropriate location of equestrian trails and staging areas.

Ensure every child and adult has the opportunity for optimum health
e Ensure access to medical care for all children and adults.
e Provide preventative services to improve the health of children and adults.

Ensure every child and adult has the opportunity to become self-sufficient and independent
e Provide access to temporary safety net services to all qualified children and adults.
e Ensure that all children and adults have the resources available to achieve long-term self-
sufficiency and independence.
e Educate and advocate on behalf of children and adults to ensure appropriate services are
received.

Ensure every child and adult has a supportive, nurturing, enlightening ""home™
environment

e Provide family based educational programs.

e Provide prevention based programs.

e Ensure affordable housing opportunities.

e Ensure housing opportunities exist for the homeless.

Maximize resources and services for the benefit of every child and adult by integrating
services wherever possible

Integrate goals, strategies, and evaluation tools amongst all stakeholders.

Integrate service delivery wherever possible.

Integrate data management systems where possible within the limits of the law.

Integrate resources.

Employ land use policies that ensure orderly growth, promote economic vitality, and
protect the local environment consistent with the Kern County economic development

strategy
e Ensure planned development of communities while conserving natural and agricultural
resources.

Ensure economic vitality by supporting local business/commerce and attracting/expanding
targeted industry clusters consistent with the Kern County economic development strategy
e Attract and support business (commercial and industrial) by providing appropriate
infrastructure.
e Implement the County economic development strategy to promote improved quality of
life for all residents.
e Promote tourism opportunities.
e Attract new businesses to the airport.
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Provide job training and educational opportunities consistent with Kern County economic
development strategy to foster and maintain a robust economy
e Partner with non-profits and community organizations, educational institutions, faith
based organizations, the private sector, and other government agencies to increase
training opportunities.
e Increase the number of jobs available by providing job placement and development
Services.
e Ensure adequate job placement facilities exist.

Provide a safe road system that reduces traffic congestion
e Reduce the number of miles of County maintained roads in need of repair/improvement.
e Maintain the level of service as outlined in the County's general plan.

Promote public transportation to improve access to services and improve air quality
e Explore creation of development standards that support public transit needs.

Ensure that adequate wastewater collection and treatments facilities are constructed
concurrently with planned growth to provide access to sewer service for all urban areas
e Require public sewer service for large and/or new developments as provided for in the
County's general plan.
e Coordinate with cities and other sewer entities to ensure adequate collection and
treatment capacity.

Minimize adverse drainage impacts on property and people
e Maintain/improve existing drainage.
e Channel development to areas not subject to flooding.

Ensure that adequate water supply, storage, treatment, and transmission facilities are
constructed concurrently with planned growth
e Work with regional organizations to protect existing and develop new water supplies.
e Coordinate with water suppliers to ensure adequate supply for new development.
e Explore options to require increased use and development of non-potable water and
implementation of conservation methods.

Without increasing the tax burden, support reforms in State law that align sufficient
funding, decision-making authority, and responsibility for local government services at the
local level

e Track efforts in securing reforms in state law.

Improve fiscal efficiency/responsibility of County
e Ensure proper fiscal planning that meets the needs of the public as well as County
departments.
e Work closely with agencies (government, private, and/or non-profit) on issues that
impact the County.
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e Hold County departments and employees accountable to do their jobs well.

e Develop strategies to improve citizen participation in County government decision-
making.

e Examine proper structure of County departments to ensure efficient delivery of services.

e Ensure the integrity of County government through ethical decision making.

Ensure orderly and effective succession in key management positions vacated due to an
increased level of retirements
e Conitnue succession planning efforts.
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Budget Planning Calendar

Ongoing

Policy Direction — The Board of Supervisors provides ongoing policy direction to the County
Administrative Officer.

Year-end Estimates — Departments provide year-end estimates of revenue and expenditures to
the County Administrative Office on a monthly basis and any significant changes are addressed
timely.

Amendments to the Adopted Budget — As needed throughout the fiscal year after the budget is
adopted, departments are able to bring agenda items to the Board of Supervisors to transfer, add
or reduce budget appropriations based on specific situations such as unanticipated revenue that
the department requests to spend, or conversely, unrealized revenue the department is aware of
that should reduce spending authority.

Mid-Year Budget Reports — Departments are required to submit a mid-year budget status report
to the County Administrative Office by January 15 that details any concerns or issues the
department may have regarding the budget and current projections for year-end. The County
Administrative Officer compiles the information from departments and brings an agenda item to
the Board of Supervisors that recaps the adjustments to the adopted budget for the General Fund
through December 31 and notifies the Board of any known budgetary issues.

December through February

Major Maintenance — Proposals for capital and major maintenance projects are due to General
Services Division by mid-December. Proposals related to General Services maintained buildings
or facilities are due by mid-October with a copy to the County Administrative Office.

New or Replacement Vehicles — Departments using Garage vehicles under Plans 1 and 2 are
required to submit Vehicle Request Forms to the County Administrative Office. Approved
requests are forwarded to the General Services Division by mid-January.

Five-Year Fiscal Forecast — The County Administrative Office develops a Five-Year Fiscal
Forecast of financial operations for General Fund programs, projecting major revenues (sources)
and expenditures (requirements) based on current service levels and expected future changes to
those programs or service levels. The analysis includes the identification of trends, significant
impacts, and recommendations, which are presented by the County Administrative Officer for
recommendation to the Board of Supervisors as part of the Budget Development Guidelines.

Budget Development Guidelines — In February, the County Administrative Office proposes to
the Board of Supervisors a budget development guideline for Net General Fund Cost or Net
County Cost allocations for the upcoming budget year in addition to proposed public budget
hearing dates and revenue forecasts for budget development.
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Budget Kickoff — The County Administrative Office hosts a "Budget Kickoff" meeting in late
February for departments and issues guidelines for the development of next fiscal year's budget
which includes procedural instructions and any relevant information.

March and April

Departmental Charges — Departments that charge other departments for services send charges to
the County Administrative office by early March for review and distribution to departments.

Insurance Rates — Risk Management’s charges for workers’ compensation, general liability,
automobile, and other insurance, are forwarded to the County Administrative office by early
March for review and distribution to departments.

Fees — Requests for new or increased fees are submitted to the County Administrative Office no
later than the beginning of April. Fees must receive Board approval prior to June 30 to become
effective with the new fiscal year and included in the recommended budget.

Departmental Budgets — Departments are required to submit budget requests, including step-
down plans (if required) and preliminary performance measures to the County Administrative
Office and the Board of Supervisors in mid-April.

May and June

Program Prioritization Plans — Departments are required to submit their Program Prioritization
Plans to the County Administrative Office by mid-May, two days after the California State
Governor’s May Budget Revision.

First Budget Discussion — In accordance with the County Budget Act, the County Administrative
Office presents the preliminary recommended budget for Board approval prior to July 1. This is
also the first of four public sessions regarding the County’s budget.

July

Final Assessment Roll — The Auditor-Controller reports County fund balances available as of
June 30 to the Board of Supervisors and the County Administrative Office.

Capital Projects and Major Maintenance — The General Services Division annually distributes a
capital project submission and processing time line. The time line is accompanied by a list of
projects previously requested by departments. The departments are required to (1) delete any
projects no longer deemed necessary; (2) add any new project request; (3) indicate if a project is
being revised; and (4) establish the department’s prioritization of the projects. The General
Services Division performs an initial screening of all projects to establish a preliminary priority.
For those projects that are given preliminary priority as well as for revised projects, cost
estimates are then generated. The list of prioritized projects is provided to the County
Administrative Office for budgetary consideration.
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Performance Measures — Departments provide updated performance measures with final data to
the County Administrative Office for inclusion in the recommended budget in early July.

Second Budget Discussion — The County Administrative Office presents an updated budget
status with year-end closing numbers and department identified issues to the Board of
Supervisors in mid-July. This is the second of four public sessions regarding the County’s
budget.

Recommended Budget Document — Recommended budget documents are made available to the
public at least 10 days before the start of final Budget Hearings. Clerk of the Board also
publishes the public notice announcing Budget Hearings.

Final Budget Hearings — The Board of Supervisors holds final Budget Hearings on the County
Administrative Office Recommended Budget. Budget Hearings consist of three days, Monday
through Wednesday in mid to late August, the first two days are the final two opportunities for
public input on the County’s budget. Monday is reserved solely to receive public input. Tuesday
and Wednesday (if necessary) are reserved for budget discussions. At the conclusion of final
Budget Hearings the Board of Supervisors formally adopts resolutions adopting the regular
County budget, budgets for funds not included in the regular County budget, budgets for county
service areas and special districts under control of the Board, and budgets for the Kern County
Water Agency.

Calendar for the FY 2016-17 Budget

Mid-December Capital and Major Maintenance Requests

January 22, 2016 New Vehicle Requests Due

February 9, 2016 Adoption of FY 2016-17 Net General Fund Guideline

February 18, 2016 | Budget Kick-off with Departments/Budget Preparation System Opening
February 22, 2016 | Budget Preparation System Training

March 7, 2016 Deadline for New or Increased Fees
April 11, 2016 Departments Submit Requested Budgets
Presentation of the Preliminary Recommended Budget and First Public
June 21, 2016 Budget Discussion with Program Prioritization Plans
July 26, 2016 Second Public Budget Discussion with year-end closing numbers

August 22, 2016 Special Evening Meeting to Receive Public Comments
August 23, 2016 Budget Hearing and Adoption of FY 2016-17 Budget

General Fund Budget Process

The County Administrative Office has the responsibility of developing the County fiscal plan for
all General Fund departments. This plan begins with a five-year fiscal forecast and is used to
highlight anticipated costs to be incurred and revenue projections in the upcoming fiscal years.
The County uses this forecast to build the fiscal plan for five years beginning with FY 2016-17.
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The County fiscal plan also focuses on the two restricted funding sources, Proposition 172, and
1991 and 2011 Realignment. Proposition 172 revenue assists in funding the Sheriff-Coroner,
District Attorney, Public Defender, Fire and Probation departments. 1991 and 2011 Realignment
assists in funding various departments that provide safety, public assistance and health services.

For some departments, budgets are also built utilizing revenues generated from fees. A public
hearing before the Board of Supervisors is required for all fee increases and must be approved
prior to implementation. The majority of approved fees will become effective July 1, 2016.

The County Administrative Office develops a five-year fiscal plan focused on addressing the
cumulative structural budget. For FY 2016-17 the budget is balanced with the inclusion of a 5%
reduction of Net General Fund Cost for all General Fund departments as well as a multi-year
plan to phase in additional reductions over four years to resolve a deficit associated with a
significant reduction in property tax revenue. This is further discussed in the County Fiscal Plan
section of this book.

On June 21, 2016 the County Administrative Office presented the FY 2016-17 Preliminary
Recommended budget to comply with the State’s County Budget Act, which requires the County
to approve a budget before June 30 (Government Code section 29064). A second budget
discussion was held on July 26, 2016. An evening session specifically for public input has been
scheduled for August 22, 2016, concluding with the final budget adoption on August 23 and 24,
2016 as necessitated by discussion.

Other Funds Budget Process

In addition to the General Fund, the County of Kern has special revenue funds, capital project
funds, county service area funds, enterprise funds and internal service funds. All of these funds
are restricted to the revenue sources they receive. Each department having these types of funds is
responsible for developing its budget based on the revenue (sources) available to them. These
sources include projected revenue to be collected in FY 2016-17 and any revenue not spent and
carried forward from prior year (for example fund balance for special revenue funds and retained
earnings for enterprise funds). These budgets are also discussed during the Budget Hearings.

Amending the Adopted Budget

The County Budget Act authorizes counties to amend the adopted budget through a budget
revision process. For County departments, amendments may be requested by placing the item on
the Board of Supervisors meeting agenda as required by Kern County Administrative Policies
and Procedures Manual Section 904. Budget adjustments require a 4/5 vote of the Board of
Supervisors to pass and may be included on the agenda for consideration at any regularly
scheduled Board meeting.
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Budget Book Format

Budget units presented in this book are displayed at a fund/department level. Although some
departments incorporate additional organizational levels when developing their budgets, the
fund/department level of presentation was selected to provide consistency between all budget

County Budget Overview 31

units. A sample of the departmental budget format is included is this overview.

Mission Statement

9WeN uondss

(Department Mission Statement) I

Organizational Chart

Department Head

Assistant

)

Sample Division A

9)

Sample Division B

Sample Division C

)

Sample Division D

()

(9)

Demonstrates the departmental structure by major divisions, including current authorized
permanent staffing counts.

Fiscal Year 2014-15 and 2015-16 Accomplishments

A

Significant departmental accomplishments during the last two fiscal years.
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Department Name

Department Head: Name Function:
Fund: Activity:
Budget Unit:

T

The department name is listed at the top, and begins the section on specific budget unit
information. This section also lists the numerical budget unit(s) assigned to the department,
fund type, function, and activity. The header shows which budget unit(s) you are looking at
and lists the Function and Activity per state guidelines.

Section Name

Description of Major Services

<«—| Description of Major Services provides a narrative describing the function and
activity of the budget unit.

Summary of Expenditures and Revenue
FY 2014-15 FY 2015-16 FY 2016-17
Adopted Department Preliminary
Actual Budget Actual Requested Recommended Recommended

APPROPRIATIONS:
Salaries and Benefits $0 $0 $0 $0 $0 $0
Services and Supplies 0 0 0 0 0 0
Other Charges 0 0 0 0 0 0
TOTAL EXPENDITURES $0 $0 $0 $0 $0 $0
BExpend. Reimb. $0 $0 $0 $0 $0 $0
TOTAL NET EXPENDITURES $0 $0 $0 $0 $0 $0
REVENUE:
Taxes $0 $0 $0 $0 $0 $0
Patient Revenue (Net) 0 0 0 0 0 0
Deductions From Revenue 0 0 0 0 0 0
Licenses and Permits 0 0 0 0 0 0
Fines and Forfeitures 0 0 0 0 0 0
TOTAL REVENUE $0 $0 $0 $0 $0 $0
Less Available BSI * $0 $0 $0 $0 $0 $0
NET GENERAL FUND COST $0 $0 $0 $0 $0 $0
BSI Ending Balance * $0 N/A $0 N/A N/A N/A

* BSI = Budget Savings Incentives
The above schedule displays the budget unit’s current requested and recommended
appropriations, revenue and two prior fiscal years and depending on fund type; net county
cost, net fund cost or retained earnings.
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Major Expenditures and Revenue in FY 2016-17 Recommended Budget

This narrative section briefly describes significant budgeted expenditures and
sources included within the Departments’ recommended budget.

Budget Changes and Operational Impact

This narrative section briefly describes any major budget unit program impacts,
and highlights the FY 2016-17 budget, including significant changes in
requirements and sources from the prior year adopted budget.
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The above graph displays the trend of expenditures, revenue and net general fund
contribution for current year requested and recommended and the prior three fiscal years.

Staffing Changes and Operational Impact

This narrative section briefly highlights budgeted staffing changes and
operational impacts for FY 2016-17, including significant changes from the prior
year budgeted staffing.
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Average Filled Positions
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The graph above displays a visual picture of the budget unit’s five-year budgeted staffing
trend for the current year and prior three years.
4-Year Staffing Trend
Department
Actual Requested Recommended
FY 2013-14  FY2014-15 FY 2015-16 FY 2016-17
AVERAGE FILLED POSITIONS
Permanent Positions 0 0 0 0 0
Extra Help/Temporary 0 0 0 0 0
Total Positions 0 0 0 0 0
ACTUAL FULL-TIME EQUIVALENTS
Permanent Positions (FTE) 0 0 0 N/A N/A
Extra Help/Temporary (FTE) 0 0 0 N/A N/A
Total Positions 0 0 0 N/A N/A
SALARIES & BENEFITS $0 $0 $0 $0 $0
The graph above displays the budget unit’s current staffing trend, including regular and
limited term positions and associated staffing expenses for the current and three prior fiscal
years.
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This narrative section briefly highlights the budget unit’s authorized permanent
positions and positions budgeted for current fiscal year.

The Summary of Authorized Positions graphs below displays authorized positions by division
within the budget unit; including details regarding if the positions are filled, vacant, or new. It
also provides classification and position counts for FY 2016-17 budgeted staffing.

9WeN uondss

Requested
Division Authorized  Additions  Deletions Total Filled Vacant Total
Division Name 1 3 1 0 4 4 0 4
Division Name 2 3 0 0 3 3 0 3
Division Name 3 3 0 0 3 3 0 3
Total 9 1 0 10 10 0 10

Division Name 1

Classification
1 Position Name
1 Position Name
1 Position Name

3 Current Total

Additions/Deletions
1 Position Name
4 Requested Total

Division Name 2

Classification
1 Position Name
1 Position Name
1 Position Name

3 Requested Total

Division Name 3

Classification
1 Position Name
1 Position Name
1 Position Name

3 Requested Total
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Fiscal Year 2016-17 Goals, Objectives, and Performance Measures
GE) Goal:  Goal text.
"]
Z
g Objective: County facilities are well maintained and fully operational enabling the effective delivery of County services.
=
[<5) Measurement 2013-14  2014-15 2015-16  2015-16  2016-17
wn Actual Actual Adopted Actual Goal
Performance Measure 1 6 9 6 13 10
Performance Measure 2 N/A N/A 3 3 3
Performance Measure 3 N/A N/A 100 101 90
Performance Measure 4 N/A N/A 30 41 30
Narrative on the goal, objective and performance measures.
The above table lists the Goal and Objectives, department strategies and performance
measures for the 2016-17 fiscal year, including any prior history or status updates if
applicable.
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Summary of Requirements and Sources
FY 2014-15 FY 2015-16 FY 2015-16 FY 2016-17
Adjusted Adopted Adjusted Recommended
Budget Budget Budget Budget
Requirements
Staffing Expenses $1,030,887,706 $1,088,609,508 $1,084,392,927 $894,958,376
Operating Expenses 1,101,430,872 1,127,648,203 1,234,481,305 1,016,464,195
Capital Expenditures 222,228,711 51,821,308 100,147,332 32,812,932
Reimbursements (17,285,803) (20,266,367) (20,056,365) (10,100,040)
Contingencies 17,227,479 19,123,751 7,621,385 29,437,023
Subtotal Appropriation $2,354,488,965 $2,266,936,403 $2,406,586,584 $1,963,572,486
Operating Transfers-Out $484,036,989 $509,799,277 $555,818,383 $485,674,014
Contributions to Reserves 90,441,305 90,731,917 97,064,539 64,881,423

Total Requirements

$2,928,967,259

$2,867,467,597

$3,059,469,506

$2,514,127,923

Sources

Taxes $527,799,990 $496,186,376 $492,579,310 $444,842,063
1991 Realignment 78,542,975 72,241,364 71,096,091 71,761,795
2011 Realignment 163,027,412 186,245,951 195,922,605 197,762,425
State, Federal, or Government Aid 855,378,601 713,489,520 738,922,858 588,138,500
Fee/Rate 488,945,920 590,408,408 606,710,842 457,830,130
Other Revenue 86,367,605 103,345,813 102,918,527 65,179,374
Operating Transfers In 476,505,508 505,844,237 552,413,251 485,864,723
Fund Balance/Use of Unrestricted Net Assets 174,290,443 94,530,085 175,836,224 104,603,810
General Fund Unassigned Fund Balance 37,157,102 77,360,558 77,360,605 41,653,752
Use of Reserves 40,951,703 27,815,285 45,709,193 56,491,351

Total Sources

Budgeted Staffing

$2,928,967,259

$2,867,467,597

$3,059,469,506

$2,514,127,923

9,295

9,303

9,375

7,682

The schedule above represents the entire County Budget, including special districts, employment
grant programs, and community development grant programs under the authority of the County
Board of Supervisors, from the FY 2014-15 Adjusted Budget through the FY 2016-17
Recommended Budget. The Adjusted Budget figures include the carry-forward of prior year
appropriation associated with encumbrances or outstanding contractual obligations of the
County. The FY 2015-16 Adjusted Budget requirements of $3.1 billion includes $78.7 million
of prior year appropriations. The FY 2016-17 Recommended Budget for the County includes
$2.5 billion in budgeted requirements and sources and 7,682 positions in budgeted staffing.
Further detail of the County's requirements, sources, and budgeted staffing for the upcoming
fiscal year is provided in the following pages.
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Appropriation Summary

The FY 2016-17 Recommended Budget includes appropriation of $1.96 billion, which is a
net decrease of $443 million, or 18.4%, under the FY 2015-16 Adjusted Budget. The
schedule below lists appropriation, however, it does not include operating transfers-out, which
provides a mechanism to transfer funding between budget units. This schedule shows the
change from the prior year adjusted budget.

Change
FY 2015-16 FY 2015-16 FY 2016-17 Between
FY 2014-15 Adopted Adjusted Recommended 2014-15 Adjusted &  Percentage
Actual Budget Budget Budget 2015-16 Recommended  Change

County Operations
General Government $107,375,295 $128,862,847 $166,443,600 $104,766,490 ($61,677,110) -37.1%
Public Protection 391,465,330 424,466,644 433,493,028 421,531,098 (11,961,930) -2.8%
Public Ways and Facilities 237,055 0 0 0 0 0.0%
Health and Sanitation 41,174,043 46,648,646 39,651,436 71,544,750 31,893,314 80.4%
Public Assistance 12,491,882 15,754,848 16,328,282 15,751,087 (577,195) -3.5%
Education 7,913,267 8,447,099 8,634,861 8,165,983 (468,878) -5.4%
Recreation and Cultural Services 11,897,875 12,925,347 13,004,138 12,619,785 (384,353) -3.0%
Debt Service 9,449,122 23,050,508 23,162,603 14,229,917 (8,932,686) -38.6%
Contingencies 0 7,770,110 3,545,509 9,375,607 5,830,098 164.4%
Total General Fund $582,003,869 $667,926,049 $704,263,457 $657,984,717 ($46,278,740) -6.6%
Special Revenue Funds $752,323,183 $832,928,173 $901,077,807 $886,946,677 ($14,131,130) -1.6%
Capital Project Funds 31,272,077 766,001 766,001 5,713,610 4,947,609 645.9%
Enterprise Funds 395,118,077 465,659,853 493,694,806 105,512,175 (388,182,631) -78.6%
Internal Service Funds 184,717,567 252,329,028 256,737,221 258,582,179 1,844,958 0.7%
Total County Operations _ $1,945,434,773  $2,219,609,104  $2,356,539,292 $1,914,739,358 ($441,799,934) -18.7%
Special Districts $16,964,795 $19,881,940 $20,746,683 $20,659,678 ($87,005) -0.4%
Employment Grant Programs 8,552,006 9,901,499 11,773,249 11,614,022 (159,227) -1.4%
Community Development Programs 3,555,271 17,543,860 17,527,360 16,559,428 (967,932) -5.5%
Total All Funds  $1,974,506,845  $2,266,936,403 $2,406,586,584 $1,963,572,486 ($443,014,098) -18.4%

Note: This schedule does not include operating transfers-out or contributions to reserves and, therefore, will not match the requirement summary schedules that follow.

Below are explanations of the major expenditures that are included in the $1.96 billion
of appropriation for the FY 2016-17 Recommended Budget. The following pages provide
explanations of notable appropriation changes from the FY 2015-16 Adjusted Budget to the FY
2016-17 Recommended Budget.

Countywide Operations (General Fund)

The County General Fund contains the following functional groups, which have a total budgeted
appropriation of $658 million for FY 2016-17:

General Government has appropriation of $104.8 million and contains County departments that
provide administration, general services, and fiscal services to departments and County residents.
The administration departments provide leadership and support to departments that provide
direct public services to County residents. Leadership departments include the Board of
Supervisors ($2.7 million), which is the governing body of County government, and the County
Administrative Office ($4 million), which directs and coordinates departmental activities
according to the law and strategic goals set by the Board of Supervisors. Various support
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departments include civil legal services provided by County Counsel ($11.9 million);
employment and employee related services provided by Human Resources ($4.2 million);
purchasing, property management, and construction services provided by General Services
($11.5 million); fiscal services such as payroll, claims payments, auditing by the Auditor-
Controller ($6.4 million); tax collection and treasury oversight by the Treasurer Tax Collector
($6.5 million); and information technology support provided by the Information Technology
Services Department ($10 million).

Public Protection has appropriation of $421.5 million and provides public safety services to
County residents. The Sheriff/Coroner/Public Administrator ($214.3 million) provides law
enforcement services for the unincorporated areas of the County. Primary functions of the
department include providing countywide services for general operations ($65.9 million) as well
as providing detention facilities ($71.3 million) for all of the County presentenced inmates as
well as sentenced inmates no longer required to go to State prison as a result of the realignment
by the State of adult offenders (2011 Realignment). The department also provides law
enforcement services to two cities within Kern County through contractual agreements ($3.6
million). The Probation Department ($89.5 million) provides supervision of adult and juvenile
probationers throughout the County as well as for recently realigned State parolees (2011
Realignment). The District Attorney's Criminal Division ($36.4 million) is responsible for
prosecuting crimes committed within the County and the Public Defender ($17.1 million)
provides legal counsel for the indigent defendants within the County.

Health and Sanitation has appropriation of $71.5 million and provides health and medical
service programs to County residents through a number of County Departments. Health services
are provided by Public Health ($30.5 million). Emergency Medical Services ($1.5 million)
monitors the delivery of emergency medical services and coordinates system participation
throughout the County. A contribution to the Kern County Hospital Authority ($30.5) provides
funding for correctional medicine and indigent health care, which are County responsibilities.

Public Assistance has appropriation of $15.8 million and administers veteran social service and
job assistance programs to County residents. Veterans' Services ($1.4 million) advocates on
behalf of local veterans, provides assistance with claim preparation and benefits counseling,
refers veterans to other County, State, and federal agencies for whose programs they may be
eligible for, and providing outreach throughout the County in order to inform residents of
benefits and services available to veterans. Employers' Training Resource ($12.9 million)
administers federal and State grant funds to provide employment assistance programs.

Education has appropriation of $8.2 million and provides educational information and services
to enhance the quality of life for residents of all ages. The Library ($7.7 million) provides
services such as book lending, inter-library loans, reference, audiovisual, computer and other
literacy information.

Recreation and Cultural Services are provided through the Parks and Recreation Department
($12.6 million) which operates eight regional parks, 40 neighborhood parks, and 76 County
buildings.
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Debt Service is administered out of one budget unit which has appropriation of $14.2 million
and makes annual debt service payments for County projects and equipment financed on a long-
term basis, and pays interest on the County's short term cash flow borrowing.

Contingencies of $9.4 million include $4 million for unforeseen operational changes and
legislative impacts, $500,000 for uncertainties, and $4.9 million for other specific purposes.

Special Revenue Funds

Special Revenue Funds have appropriation totaling $886.9 million. These funds account for the
proceeds of specific sources that are legally restricted to expenditures for specific purposes and
are primarily used to fund the following functions within the County:

General Government has appropriation of $131,000 and provides special purpose funding for
the General Services and Engineering, Surveying and Permit Services operating departments
within the General Fund.

Public Protection has appropriation of $184.9 million and provides fire safety services as well
as special purpose funding for the District Attorney, Sheriff-Coroner, Probation Department,
Agriculture and Measurement Standards, Planning and Community Development, Child Support
Services and Animal Services operating departments in the General Fund. The Fire Department
($140.4 million) responds to emergency fire, rescue, and medical aid requests. Building
Inspection ($8.4 million) enforces building regulations and administers parcel map and zoning
requirements for land use throughout the County.

Public Ways and Facilities has appropriation of $55.9 million in the Roads Department which
plans, designs, constructs, and maintains public roads, bridges, streets, and traffic-control devices
in the County.

Health and Sanitation has appropriation of $198.8 million and provides mental health services
to County residents primarily through the Mental Health Services Department ($151.3 million)
and Mental Health — Substance Abuse ($20.8 million) which provides residents with access to
high quality mental health services. Environmental Health Services ($8.2 million) provides
State-mandated regulatory oversight, compliance assistance, and enforcement actions for
community businesses and activities.

Public Assistance has appropriation of $447.1 million and provides social service programs to
County residents. One of the largest special revenue funds in the County is Human Services -
Administration ($206.4 million) which provides child protective services as well as administers
major public assistance programs including CalWORKSs, CalFresh, and Medi-Cal. Human
Services — Direct Financial Aid ($223.8 million) provides direct assistance payments to
qualifying County residents for the public assistance programs named above as well as non-
major programs such as General Assistance. Aging and Adult Services ($16.3 million) provides
services such as abuse prevention, nutrition, homemaker, conservator, disease prevention and
health promotion, insurance counseling, information and referral assistance, as well as the In-
Home Supportive Services program.
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Recreation and Cultural Services has appropriation of $108,000 and provides special purpose
funding for the Parks and Recreation Department within the General Fund.

Capital Project Funds

Capital Project Funds have appropriation of $5.7 million and are used to account for funding
resources designated for the acquisition, construction and maintenance of major capital facilities.
Further detail on major capital projects for FY 2016-17 is shown in the Countywide Capital
Projects section.

Enterprise Funds

Enterprise funds have appropriation of $105.5 million. These proprietary funds are used to
account for operations that are financed and operated in a manner similar to private business
enterprises where the intent of the governing body is that the costs of providing goods or services
to the public be financed or recovered primarily through user charges. There are two major
enterprise funds within the County, as follows:

Solid Waste Management has appropriation of $53.1 million and is responsible for the
operation and management of the County solid waste disposal system, which consists of seven
active landfills, seven recycling/transfer stations, and three special waste facilities, eight inactive
or closed landfills, and 43 closed burn dump sites.

Airports has appropriation of $24.5 million which provides for the management, development,
maintenance, and operation of seven airports and airfields within Kern County. Meadows Field
Airport provides airline services to commercial aviation and the traveling public.

Kern Medical Center, the County owned and operated hospital was transferred to the Kern
County Hospital Authority, a separate legal entity, which was created for the sole purpose of
operating the hospital. As of July 1, 2016, Kern Medical Enterprise Fund is no longer a County
fund.

Internal Service Funds

Internal Service Funds have appropriation of $258.6 million. These proprietary funds are used to
account for the funding of goods or services provided by one department or agency to other
departments or agencies of the governmental unit on a cost reimbursement basis. The Internal
Service Funds of the County are as follows:

General Liability has appropriation of $21.4 million and administers the operation of a self-
insured system to meet the County's legal liability for damages to persons and/or property arising
out of the County's general and automotive activities.

General Services - Garage has appropriation of $5.1 million in order to purchase and provide
maintain services for vehicles assigned operationally to County departments.
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Group Health has appropriation of $140.6 million and administers the operation of the County
employees' health and dental insurance plans.

Retiree Group Health has appropriation of $9.8 million to provide for the County's
contributions to the Retired Employees Health Insurance and Retiree Premium Support Program.

Unemployment Compensation has appropriation of $2.9 million to administer and operate the
Unemployment Compensation Program to meet the County's obligation of providing
unemployment benefits to former employees eligible under State Law.

Workers' Compensation has appropriation of $20.6 million to provide for the administration
and operation of the self-insured system to meet the County's statutory obligation to compensate
its employees for work related injuries and illnesses.

Public Works has appropriation of $58.1 million to provide labor and support to the Roads,
Engineering, Surveying and Permit Services, and Waste Management departments.

Special Districts

Special Districts have appropriation of $20.7 million and provide services including landscape
maintenance, street sweeping, sewer service, and street lighting services. County Service Areas
($4.8 million) are administered by the County's Engineering, Surveying, and Permit Services
Department and provide the above mentioned services to areas throughout the County. The
Waste Management Department administers two sanitation districts, Kern Sanitation Authority
($5.8 million) and Ford-City Taft Heights Sanitation District ($1.1 million) which provide
wastewater treatment services to specific areas in East Bakersfield and the area of Ford City and
Taft Heights. In addition, the In-Home Supportive Services Public Authority ($9 million) is
administered by the Aging and Adult Services Department and is the employer of record for
individuals providing services to eligible aged, blind or disabled individuals, in order to allow
those persons to remain in their homes and avoid institutionalization.

Employment Grant Programs

Employment Grant Programs have appropriation of $11.6 million and provides job assistance
programs to County residents. Employers' Training Resource — Workforce Innovation and
Opportunity Act ($11.4 million) provides employment assistance programs primarily funded by
the Department of Labor Workforce Innovation and Opportunity Act and includes on-the-job
training, job placement, and training programs.

Community Development Grant Programs

Community Development Programs have appropriation of $16.6 million and improve the
economic environment and quality of life for County residents, primarily those with lower
incomes, through projects and programs that revitalize neighborhoods, improve public facilities
and provide decent and affordable housing. The Community Development Block Grant Program
($9.2 million), the Emergency Solutions Grant Program ($853,180), and the Community
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Development Home Investment Trust ($6 million) are funded primarily by federal Community
Development Block Grant funds.

Appropriation Changes and Operational Impacts

General Fund

Countywide operations in the General Fund show an overall decrease in appropriation of $46.3
million, or 6.6% under the prior year adjusted budget. The largest decrease is found in General
Government, and is explained later in this section. The largest increase is in Health and
Sanitation.

General Government is decreasing budgeted appropriation by $61.7 million which is primarily
due to a decrease of approximately $48.3 million in capital and major maintenance projects as
well as a $6 million decrease in Information Technology Services appropriations included in FY
2015-16 for the replacement of the Criminal Justice Information System (CJIS) and relocation
costs associated with the transfer to the new facility, a $3.7 million decrease in uninsured
litigation, and a $1.1 million voting system purchased in FY 2015-16.

Public Protection appropriation is decreasing by $12 million due primarily to a prior year
extraordinary cost of $1 million in the Sheriff's department related to a manhunt as well as the
cost for an Environmental Impact Report necessary for oil and gas permitting that was included
in FY 2015-16. Also contributing to the decrease is the 5% Net General Fund Cost reduction
required of all County departments funded with General Fund.

Health and Sanitation is increasing budget appropriation by $31.9 million primarily due to the
transfer of Kern Medical Center to the Kern County Hospital Authority. In previous fiscal years,
the County responsibility for indigent health care and correctional medicine were budgeted as
operating transfers. Beginning in FY 2016-17, the County responsibility is budgeted as a
contribution to other agencies.

Debt Service is decreasing by $8.9 million to reflect a decrease in the total interest cost on the
County's FY 2016-17 Tax and Revenue Anticipation Notes.

Contingencies appropriation is increasing by $5.8 million due to the set aside of appropriation
for specific purposes that were identified during the FY 2016-17 budget process. See further
discussion in section titled "Contingencies”.

Other County Funds

The total net reduction in appropriation for other County funds is $395.5 million, which is a
23.9% net decrease. Changes are described on the following page:
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Special Revenue Funds are decreasing by $14.1 million primarily due to the net effect of the
following:

- A decrease of $16.8 million in Structural Fire resulting primarily from $6 million in
Emergency Over-time, $4.4 million in capital assets, and $1.7 million in prior year
appropriations included in FY 2015-16;

- A decrease of $21.7 million in the Roads Department resulting from a reduction in
appropriations for maintenance and agreements with private entities due to reductions
in gas tax revenue as well as $10 million of prior year appropriations included in FY
2015-16;

- A decrease of $4.9 million in Mental Health — Substance Abuse due to prior year
appropriations of $8 million being included in FY 2015-16 along with an increase in
FY 2016-17 to implement the Drug Medi-Cal Organized Delivery System under the
new 1115 Waiver Program;

- Anincrease of $14.6 million in Mental Health due to prior year appropriations of $20
million being included in FY 2015-16 with an increase in FY 2016-17 salaries and
benefits for additional staff necessary to fully implement the Affordable Care Act;
and

- An increase of $16.3 million due to the transfer of Kern Medical to the Kern County
Hospital Authority and the contribution being budgeted as a contribution to other
agencies.

Capital Project Funds are increasing by $4.9 million due primarily to the appropriation of $5.6
million for the transfer of capital funds to the Kern County Hospital Authority in FY 2016-17.

Enterprise Funds appropriation decrease of $388.2 million is mostly due to the transfer of Kern
Medical Center to the Kern County Hospital Authority. For additional information on
appropriation changes related to Kern Medical Center, refer to the narrative titled "Contribution
to Kern Medical Center" found in the Health and Sanitation Section of this book.

Internal Service Funds appropriation is increasing by $1.8 million due primarily to a net increase
in appropriation on $5.6 million in the General Liability Internal Service Fund for the anticipated
increase in general liability settlements and a decrease of $1.9 million in the Public Works
Internal Service Fund for a prior year increase in county contribution for Roads to complete
county-wide maintenance projects and $2.2 million in the Group Health Internal Service Fund
resulting from a contingency for anticipated cost increases included in FY 2015-16.

Special Districts and Grant Programs
Special Districts are reducing slightly by a net 0.4%, or $87,005, as the result of a myriad of

increases and decreases among Kern Sanitation Authority, Ford-City Taft Heights Authority, In-
Home Supportive Services Authority, and the County Service Areas.
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Employment Grant Programs are decreasing by $159,227 million from FY 2015-16 Adjusted
Budget due to slightly less grant funds being available to the departments.

Community Development Programs are decreasing by $967,932 due to less grant funds being
available for projects.

General Fund Spending Authority Breakdown

The functional spending authority components included in the next pie chart are for countywide
operations (General Fund) and consist of staffing expenses, operating expenses, and capital

expenditures.

Components not incorporated into this pie chart are operating transfers-out, which provide a
mechanism to transfer funding between budget units; reimbursements, which are considered a
funding source; and contingencies, as no expenditures can be made from this appropriation.

FY 2016-17 Recommended Budget
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Requirements Summary

Total requirements include appropriation adopted by the Board of Supervisors plus operating
transfers-out and contributions for reserves. Operating transfers-out provide a mechanism to
transfer funding between budget units and are not appropriation to spend. Contributions for
reserves are set-asides of resources for future use.

Summary of Requirements - All Funds

FY 2014-15 FY 2015-16 FY 2015-16 FY 2016-17

Adjusted Adopted Adjusted Recommended
Budget Budget Budget Budget

Requirements
Staffing Expenses $1,030,887,706  $1,088,609,508 $1,084,392,927 $894,958,376
Operating Expenses 1,101,430,872 1,127,648,203 1,234,481,305 1,016,464,195
Capital Expenditures 222,228,711 51,821,308 100,147,332 32,812,932
Reimbursements (17,285,803) (20,266,367) (20,056,365) (10,100,040)
Contingencies 17,227,479 19,123,751 7,621,385 29,437,023

Total Appropriations $2,354,488,965  $2,266,936,403  $2,406,586,584  $1,963,572,486

Operating Transfers-Out $484,036,989 $509,799,277 $555,818,383 $485,674,014
Contributions to Reserves 90,441,305 90,731,917 97,064,539 64,881,423
Total Requirements  $2,928,967,259 $2,867,467,597 $3,059,469,506 $2,514,127,923
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Requirements by Function
The chart below lists requirements by function.
Summary of Requirements by Function - All Funds
FY 2014-15 FY 2015-16 FY 2015-16 FY 2016-17
Adjusted Adopted Adjusted Recommended
Budget Budget Budget Budget
General Government $385,934,831 $335,960,609 $379,332,067 $326,658,801
Public Protection 921,825,913 809,515,428 836,644,081 790,031,822
Public Ways and Facilities 125,266,467 177,185,156 190,762,108 172,944,223
Health and Sanitation 790,991,830 777,787,670 868,066,637 455,933,590
Public Assistance 584,436,893 644,357,684 666,929,271 640,778,011
Education 8,879,558 8,531,675 8,859,641 8,313,909
Recreation and Culture 14,232,363 13,776,721 13,855,515 13,252,549
Debt Service 18,188,434 23,050,508 23,223,515 14,229,917
Contingencies 13,911,339 13,953,690 5,316,996 26,141,867

Total County Funds $2,863,667,628

Special Districts $21,888,840
Employment Grant Programs 23,676,652
Community Development Programs 19,734,139

$2,804,119,141

$20,748,091
22,562,761
20,037,604

$2,992,989,831

$21,644,564
24,797,507
20,037,604

$2,448,284,689

$22,745,174
24,536,782
18,561,278

Total All Funds $2,928,967,259

$2,867,467,597

$3,059,469,506

$2,514,127,923

Budgeted Staffing 9,295

9,303

9,375
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Requirements by Fund Type

FY 2014-15 FY 2015-16 FY 2015-16 FY 2016-17
Adjusted Adopted Adjusted Recommended
Budget Budget Budget Budget
Major Funds
General Fund $855,090,391 $858,360,157  $909,143,257  $787,151,423
Kern Medical Center 356,698,836 363,690,527 381,201,979 0

Total Major Funds 1,222,050,684  1,290,345,236 787,151,423
Non-Major Funds

Special Revenue Funds

1,211,789,227

1,220,310,744 1,219,878,890  1,318,407,321  1,281,687,917

Capital Project Funds 128,515,909 3,177,478 5,300,958 10,305,654
Enterprise Funds 108,310,276 106,034,821 121,550,855 106,457,516
Internal Service Funds 194,741,472 252,977,268 257,385,461 262,682,179

Total Non-Major Funds 1,651,878,401 1,582,068,457 1,702,644,595 1,661,133,266

Total County Funds  $2,863,667,628  $2,804,119,141 $2,992,989,831 $2,448,284,689

Special Districts $21,888,840 $20,748,091 $21,644,564 $22,745,174
Employment Grant Programs 23,676,652 22,562,761 24,797,507 24,536,782
Community Development Programs 19,734,139 20,037,604 20,037,604 18,561,278

Total All Funds ~ $2,928,967,259  $2,867,467,597 $3,059,469,506 $2,514,127,923

Budgeted Staffing 9,295 9,303 9,375 7,682

Beginning in FY 2016-17, the General Fund is the County's only major fund. The General Fund
is the only County fund that exceeds 10% of the FY 2016-17 overall revenue estimate or
appropriation.

Governmental Fund Types

General Fund: The General Fund is used to account for resources traditionally associated with
government, which are not required legally or by sound financial management to be accounted
for in another fund. The General Fund is the County’s primary operating fund.

Special Revenue Funds: Special Revenue Funds account for the proceeds of specific revenue
sources that are legally restricted to expenditures for specified purposes (other than for major
capital projects).

Capital Project Funds: Capital Project Funds account for financial resources designated for the
acquisition or construction of major capital facilities other than those funded by Enterprise and
Internal Service Funds.

Proprietary Fund Types

Enterprise Funds: Enterprise Funds account for operations that are funded and operated in a
manner similar to private business enterprises, where the intent of the governing body is that the
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costs (expenses, including depreciation) of providing goods or services to the general public on a
continuing basis, be funded or recovered primarily through user charges.

Internal Service Funds: Internal Service Funds account for the funding of goods or services
provided by one department or agency to other departments or agencies of the governmental unit
on a cost reimbursement basis.
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The matrix below lists the functions as depicted in the organizational chart of the County. For
each function listed, the various fund types utilized are shown, with their total requirements
(including Operating Transfers-Out and Contributions to Reserves) for FY 2016-17.

General Special Revenue| Capital Project Enterprise Internal Service
Fund Funds Funds Funds Funds Total
General Government
Board of Supervisors $2,705,454 $2,705,454
County Administrative Office 3,974,545 3,974,545
Clerk of the Board 941,592 941,592
Information Technology Services 10,011,562 10,011,562
General Services 11,453,785 405,000 11,858,785
Engineering and Survey Services 3,094,782 3,094,782
County Counsel 11,875,270 11,875,270
Board of Trade 1,421,625 144,520 1,566,145
Assessor 12,404,086 12,404,086
Auditor-Controller-County Clerk 6,394,301 8,000,000 14,394,301
Elections 4,130,726 4,130,726
Treasurer-Tax Collector 6,462,987 876,222 7,339,209
Human Resources 4,176,417 4,176,417
Other General Government 29,985,491 3,542,038 4,591,622 200,066,776 238,185,927
Public Protection
District Attorney 43,845,512 1,340,529 45,186,041
Sheriff-Coroner 214,336,886 9,680,847 224,017,733
Probation Department 89,540,493 5,499,865 95,040,358
Grand Jury 183,259 183,259
Fire Department 7,842,978 143,309,631 151,152,609
Public Defender 17,161,248 17,161,248
Agriculture and Measurement Standards 7,345,136 7,345,136
Planning and Natural Resources 12,655,939 1,802,364 14,458,303,
Child Support Services 22,280,327 22,280,327
Development Services Agency 1,502,703 1,502,703
Animal Services 7,080,588 40,000 7,120,588
Recorder 530,021 5,678,130 6,208,151
Other Public Protection 28,219,334 170,155,610 422 198,375,366
Public Ways & Facilities
Public Works 4,997,910 62,115,403 67,113,313
Roads 400,000 66,532,224 5,458 14,106,198 81,043,880,
Airports 328,473 24,458,557 24,787,030
Health and Sanitation
Kern Medical Center 30,499,376 844,036 31,343,412
Mental Health Services 1,609,068 224,369,804 225,978,872
Waste Management 67,520,112 67,520,112
Public Health Services 30,532,490 338,859 30,871,349,
Environmental Health 209,174 9,278,863 9,488,037
Emergency Medical Services 1,507,595 2,523,057 4,030,652
Other Health and Sanitation 9,005,289 71,987,715 5,708,152 86,701,156
Public Assistance
Human Services 98,361,434 435,423,683 533,785,117
Employers' Training Resource 12,913,760 12,913,760
Veterans Service 1,833,073 403,365 2,236,438
Aging and Adult Services 1,504,471 16,316,916 17,821,387
Other Public Assistance 9,781,268 64,240,041 74,021,309
Education
Library 7,715,135] 147,926] [ [ 7,863,061
Farm and Home Advisor 450,848| | | 450,848
Recreation and Cultural Services
Parks and Recreation 12,619,815] 260,085] | 372,649] [ 13,252,549
Debt Service
Debt Service 14,229,917] | | | [ 14,229,917
Contingencies
Contingencies 9,375,607] 16,266,260] [ [ 500,000 | 26,141,867
$787,151,423] $1,281,687,917]  $10,305,654]  $106,457,516]  $262,682,179] $2,448,284,689

Special Districts 22,745,174

Employment Grant Programs 24,536,782
Community Development Programs 18,561,278
Grand Total _$2,514,127,923
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Revenue Summary

The FY 2016-17 Recommended Budget is funded from several sources, including revenue,
operating transfers-in, fund balance, and reserves and designations. The table below does not
include fund balance carried over from the prior fiscal year or the use of reserves and
designations. The table also excludes operating transfers-in as they provide a mechanism to
transfer funding from one budget unit to another within the County. This table shows the change
from the prior year adjusted budget.

Summary of Revenue - All Funds
(Excludes Operating Transfers-in and Use of Reserves)

Change
FY 2015-16 FY 2015-16 FY 2016-17 Between
FY 2014-15 Adopted Adjusted Recommended  FY 2015-16 &  Percentage
Actual Budget Budget Budget FY 2016-17 Change
Revenue for All County Funds
Taxes
Property Related Revenue $419,180,635 $392,707,974 $387,934,327 $346,511,368 ($41,422,959) -10.68%
Other Taxes 74,827,300 60,020,390 61,186,971 54,548,212 (6,638,759) -10.85%
1991 Realignment 76,254,360 70,245,364 71,096,091 71,761,795 665,704 0.94%
2011 Realignment 180,369,416 186,245,951 195,922,605 197,762,425 1,839,820 0.94%
State, Federal or Government Aid 599,003,481 555,415,205 577,031,418 557,950,619 (19,080,799) -3.31%
Fee/Rate 181,156,069 168,297,659 184,600,093 192,648,888 8,048,795 4.36%
Other Revenue 58,562,230 60,978,699 60,551,413 49,333,369 (11,218,044) -18.53%
Subtotal ~ $1,589,353,492  $1,493,911,242  $1,538,322,918  $1,470,516,676 ($67,806,242) -4.41%
Enterprise Funds $497,580,602 $423,118,723 $424,939,848 $106,566,524  ($318,373,324) -74.92%
Internal Service Funds 175,885,484 244,887,467 244,887,467 248,431,087 3,543,620 1.45%

Subtotal $673,466,086 $668,006,190 $669,827,315 $354,997,611  ($314,829,704) -47.00%

Total County Budget ~ $2,262,819,579  $2,161,917,432  $2,208,150,233  $1,825,514,287  ($382,635,946) -17.33%

Property Related Revenue

Property related revenue of $346.5 million primarily consists of funding from property taxes and
is projected to decrease by $41.4 million, or 10.7% from the FY 2015-16 Adjusted Budget. This
is primarily due to an anticipated 4.3% decrease in the assessed valuation of properties within the
County. For more detail, refer to the section titled ‘Countywide Discretionary Revenue’ found in
the Discretionary General Funding section of this book.

Other Taxes

Other taxes of $54.5 million primarily consist of sales and use tax, transient occupancy tax,
franchise fees, and hazardous waste facility tax. Other taxes are anticipated to decrease by a net
$6.6 million over the prior year adjusted budget. This is primarily due to the expiration of the
sales tax in-lieu component of sales tax revenue as compared to the FY 2015-16 Adjusted
Budget. For more detail, refer to the section titled ‘Countywide Discretionary Revenue’ found in
the Discretionary General Funding section of this book.
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1991 Realignment

1991 realignment departmental revenue of $71.8 million is relatively flat compared to the prior
year adjusted budget. For more detail, refer to the Discretionary General Funding section of this
book.

2011 Realignment

2011 realignment departmental revenue of $197.8 million is relatively flat compared to the prior
year adjusted budget. For more detail, refer to the Discretionary General Funding section of this
book.

State, Federal or Government Aid

The County is estimated to receive funding from State, federal, and other government aid
totaling $557.9 million. The Public Assistance departments receive the largest amount of funds
from other governments, with $283.5 million in anticipated revenue for FY 2016-17. There is an
overall decrease of 3.3% from the prior year adjusted budget in the revenue category of State,
federal or government aid. This change is comprised of both increases and decreases in various
programs.

Fee/Rate

The revenue category of fee/rate includes the following types of revenue: licenses, permits, fines,
fees, rates, and other charges for services. Total revenue of $192.6 million is anticipated, which
is a 4.36% increase from the FY 2015-16 Adjusted Budget.

Other Revenue

Other revenue of $49.6 million primarily includes interest earnings, fines, penalties, and other
miscellaneous revenue. This revenue source is anticipated to decrease by 18.5% compared to the
prior year adjusted budget. This is primarily due to an anticipated decrease in interest earnings,
and a lower anticipated premium on the FY 2016-17 Tax and Revenue Anticipation Notes.

Enterprise Funds

Enterprise Funds revenue totaling $106.6 million are anticipated to decrease by $318.4 million.
This is primarily due to the transition of Kern Medical Center from a County Enterprise Fund to
a separate legal entity. For additional detail on changes related to Kern Medical Center, refer to
the narrative titled ‘Contribution to Kern Medical Center’ found in the Health and Sanitation
section of this book.

Internal Service Funds

Internal Service Funds totaling $248.4 million are anticipated to increase by approximately
1.45%. These funds charge other County departments for specific services. The Group Health

County of Kern _ 2016-17 Recommended Budget




County Budget Summary 53

Self-Insurance Fund will see an increase of approximately $4.5 million from the FY 2015-16
Adjusted Budget primarily due to changes in the contribution rates charged to departments and
employees.
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Total Revenue and Other Funding Sources

Summary of Revenue and Other Funding Sources - All Funds

FY 2014-15 FY 2015-16 FY 2015-16 FY 2016-17
Adjusted Adopted Adjusted Recommended
Budget Budget Budget Budget

Revenue
Taxes $527,799,990 $496,186,376  $492,579,310 $444,842,063
1991 Realignment 78,542,975 72,241,364 71,096,091 71,761,795
2011 Realignment 163,027,412 186,245,951 195,922,605 197,762,425
State, Federal or Government Aid 855,378,601 713,489,520 738,922,858 588,138,500
Fee/Rate 488,945,920 590,408,408 606,710,842 457,830,130
Other Revenue 86,367,605 103,345,813 102,918,527 65,179,374

Total Revenue  $2,200,062,503  $2,161,917,432 $2,208,150,233  $1,825,514,287

Other Funding Sources

Operating Transfers In $476,505,508 $505,844,237  $552,413,251 $485,864,723
Fund Balance/Use of Unrestricted Net Assets 174,290,443 94,530,038 175,836,224 104,603,810
General Fund Unassigned Fund Balance 37,157,102 77,360,605 77,360,605 41,653,752
Use of Reserves 40,951,703 27,815,285 45,709,193 56,491,351

Total Other Funding Sources $728,904,756 $705,550,165  $851,319,273 $688,613,636

Total Revenue and Other Funding Sources $2,928,967,259  $2,867,467,597 $3,059,469,506 $2,514,127,923

The revenue and other funding sources schedule above includes all County funds. This schedule
includes operating transfers-in, which provide a mechanism to transfer funding from one budget
unit to another within the County. Additionally, this schedule summary provides the fund
balance/use of unrestricted net assets for all non-general funds, the General Fund’s available
unassigned fund balance, as well as the use of reserves.

Total Revenue and Other Funding Sources
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Budgeted Staffing Summary

Budgeted staffing is accounted for using a list maintained by the Human Resources Division of
authorized positions approved by the Board of Supervisors; each position, whether full-time or
part-time, is counted as one. The pie chart below depicts the budgeted staffing by function for

FY 2016-17.
the two prior

3,500
3,000
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2,000
1,500
1,000

500

The following bar graph illustrates the budgeted staffing for FY 2016-17 as well as
fiscal years.
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Summary of Authorized Positions

Year-End Recommended Change Between
FY 2014-15 FY 2015-16 FY 2016-17 2015-16 and 2016-17
General Fund 3,771 3,786 3,713 (73)
Other Funds 5,524 5,589 3,969 (1,620)
Total Authorized Positions 9,295 9,375 7,682 (1,693)

Budgeted staffing for County General Fund departments increased by less than 1% from FY
2014-15 through FY 2015-16. Overall staffing is recommended to decrease in FY 2016-17 with
changes outlined by fund and function below.

County — General Fund

e General Government has a net decrease of three positions from FY 2015-16 to FY
2016-17. The Auditor-Controller will delete four positions while concurrently adding
three for a net decrease of one position. County Counsel will delete one unfunded vacant
position. The County Administrative Office will add one position with a deletion of one
position for a net change of zero positions. The Board of Supervisors District 4 will
delete one unfunded vacant. General Government departments will amount to a total
salaries and benefits decrease of approximately $300,000.

e Public Protection has a net decrease of three positions. The District Attorney — Criminal
Division will delete three positions and add one for a net decrease of two positions. The
Sheriff Department has no net change with one position addition and one position
deletion. The Probation Department has proposed the deletion of six positions and the
addition of five positions for a net decrease of one position. In total, the position changes
for the Public Protection departments will amount to a total salaries and benefits decrease
of approximately $217,000.

e Health and Sanitation consisting of the Public Health Department and California
Children’s Services will have a net change of zero positions. Environmental Health,
previously reported within the General Fund now resides within a separate fund and will
be reported with Other Funds below. Public Health will add three positions and delete
three positions. The position changes for these General Fund departments will result in
annual decrease of approximately $29,000.

e Public Assistance has a net decrease of one position within the Veterans’ Services
Department. Employers Training Resource will be adding two positions and deleting two
positions. The changes for Public Assistance will cause an annual decrease of $116,000.

e Recreation and Facilities has vacant and unfunded deletions. The Parks and Recreation
Department will be deleting a total of ten positions including eight Groundskeeper
positions, one Fiscal Support Technician position and one Supervising Park Ranger
position with the addition of one Fiscal Support Supervisor position.
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County — Other Funds

e Public Ways and Facilities has an increase of six positions in FY 2016-17. The Public
Works Department will add seven positions with the deletion of one Senior Traffic Signal
Technician. Position changes in FY 2016-17 will result in a net increase of $580,000 for
salaries and benefits.

e Health and Sanitation departments will increase staffing by a net of 72 positions. The
Environmental Health Department will delete three positions and add two positions for a
net decrease of one position. The Mental Health Department will add 34 new positions
with the subsequent deletion of two positions. The net addition of 32 positions to Mental
Health will assist the department in meeting the increased service demand under the
Affordable Care Act. The Substance Use Disorders Department will add 40 new
positions with costs covered by the anticipated increase in revenue through Medi-Cal
billings for services under the Drug Medi-Cal Organized Delivery System Program. The
Kern Sanitation Authority will add four full-time positions deleting one full-time and two
part-time positions for a net increase of one position. Effective July 1, 2016, Kern
Medical Center transferred to the Kern County Hospital Authority along with 1,756
positions that are no longer under the jurisdiction of the County. Position changes in FY
2016-17 will result in a net increase of $8.8 million for salaries and benefits.

e Public Assistance will increase by a net annual cost of approximately $48,000. Aging
and Adult Services has proposed a net increase of one position, with eight position
additions including three part-time positions, offsetting these additions the department
will be deleting seven full-time positions for a net annual increase of $47,000. The
Department of Human Services will be adding four positions and deleting four positions
for a net change of zero positions and an annual cost increase of $1,000.

Overall, County costs associated to salaries and benefits will increase by approximately $8
million. Countywide staffing changes by County department function and activity are outlined in
the Position Summary Schedule on the next page. In addition, a summary of detailed position
changes by department can be found in Appendix B titled Summary of Position
Additions/Deletions.
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Position Summary Schedule

Year-End Recommended Change Between
Department 2014-15 2015-16 2016-17 2015-16 and 2016-17

General Government

Legislative and Administrative
General Fund

Board of Supervisors — District 1 5 5 5 -
Board of Supervisors — District 2 5 5 5 -
Board of Supervisors — District 3 4 4 4 -
Board of Supervisors — District 4 6 6 5 ()
Board of Supervisors — District 5 4 4 4 -
Administrative Office 26 20 20 -
Clerk of Board of Supervisors 7 8 8 -
| Total Legislative and Administrative 57 52 51 (1)
Finance
General Fund
Auditor-Controller 54 54 53 1)
Treasurer-Tax Collector 30 30 30 -
Assessor 106 106 106 -
| Total Finance 190 190 189 (1)
Other General
General Fund
Information Technology Service 57 60 60 -
Engineering, Survey and Permit Services 0 0 0 -
Risk Management 29 29 29 -
Subtotal General Fund 86 89 89 -
Other Funds -
Garage 21 16 16 -
Subtotal Other Funds 21 16 16 -
| Total Other General 107 105 105 0
Counsel
General Fund
County Counsel 48 50 49 (1)
| Total Counsel 48 50 49 (1)
Human Resources
General Fund
Human Resources 21 34 34 -
| Total Human Resources 21 34 34 -
Elections
General Fund
Elections 14 16 16 -
Total Elections 14 16 16 -
Property Manage ment
General Fund
General Services 116 116 116 -
Construction Services 25 25 25 -
| Total Property Manage ment 141 141 141 -
Promotion
General Fund
Board of Trade 5 4 4 -
Total Promotion 5 4 4 -
Total General Government 583 592 589 (©)
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Year-End

2014-15

2015-16

Change Between
2015-16 and 2016-17

Recommended
2016-17

Public Protection

Judicial
General Fund
County Clerk 5 6 6 -
Grand Jury 1 1 1 -
District Attorney 228 225 223 2
Public Defender 99 99 99 -
Subtotal General Fund 333 331 329 2
Other Funds -
Child Support Services 203 199 199 -
Subtotal Other Funds 203 199 199 -
[ Total Judicial 536 530 528 @)
Police Protection
General Fund
Forensic Sciences Division of District Attorney 41 37 37 -
Sheriff 1,353 1,348 1,348 -
| Total Police Protection 1,394 1,385 1,385 -
Detention and Correction
General Fund
Probation 626 629 628 (1)
| Total Detention and Correction 626 629 628 (1)
Fire Protection
Other Funds
Fire Department 645 646 646 -
[ Total Fire Protection 645 646 646 -
Protective Inspection
General Fund
Agriculture and Measurement Standards 49 49 49 -
Code Compliance 0 0 0 -
Subtotal General Fund 49 49 49 -
Other Funds -
Building Inspection 0 0 0 -
Subtotal Other Funds 0 0 0 -
| Total Protective Inspection 49 49 49 -
Other Protection
General Fund
Animal Services 66 66 66 -
Planning 38 47 47 -
Development Services Agency 11 10 10 -
Subtotal General Fund 115 123 123 -
Other Funds -
Recorder 27 27 27 -
Subtotal Other Funds 27 27 27 -
Total Other Protection 142 150 150 -
Total Public Protection 3,392 3,389 3,386 3)
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Year-End Recommended Change Between
Department 2014-15 2015-16 2016-17 2015-16 and 2016-17
Public Ways
Other Funds
Roads 0 0 0 -
| Total Public Ways 0 0 0 -
Public Works
Other Funds
Public Works 454 449 455 6
| Total Public Works 454 449 455 6
Transportation Terminals
Other Funds
Airports 23 24 24 -
| Total Transportation Terminals 23 24 24 -
Transportation Systems
Other Funds
Kern Regional Transit 0 0 0 -
Total Transportation Systems 0 0 0
Total Public Ways and Facilities 477 473 479 6
Health
General Fund
Public Health 230 215 215 -
Environmental Health @ 56 57 0 (57)
Subtotal General Fund 286 272 215 -
Other Funds -
Mental Health 506 587 619 32
Substance Use Disorders 41 48 88 40
Environmental Health @ 0 0 56 56
Subtotal Other Funds 547 635 763 128
| Total Health 833 907 978 71
Hospital Care
General Fund
Emergency Medical Services 8 8 8 -
Subtotal General Fund 8 8 8 -
Other Funds
Kern Medical Center 1,715 1,664 0 (1,664)
Correctional Medicine 92 92 0 (92)
Subtotal Other Funds 1,807 1,756 (1,756)
| Total Hospital Care 1,815 1,764 8 (1,756)
California Children Services
General Fund
California Children Services 64 65 65 -
| Total California Children Services 64 65 65 -
Sanitation
Other Funds
Waste Management 0 0 0 -
Kern Sanitation Authority 22 22 23 1
Total Sanitation 22 22 23 1

Total Health and Sanitation
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Year-End Recommended Change Between
De partment 2014-15 2015-16 2016-17 2015-16 and 2016-17

Public Assistance
Administration

Other Funds
Human Services 1,661 1,679 1,679 -
| Total Administration 1,661 1,679 1,679 -
Veterans Service
General Fund
Veterans Service 10 12 11 (1)
| Total Veterans Service 10 12 11 (1)
Other Assistance
General Fund
Employers' Training Resource 91 103 103 -
Community Development 12 12 12 -
Subtotal General Fund 103 115 115 -
Other Funds -
Aging and Adult Services 114 136 137 1
Subtotal Other Funds 114 136 137 1
Total Other Assistance 217 251 252 1
Total Public Assistance 1,888 1,942 1,942 -
Education
General Fund
Library 123 122 122 -
Farm and Home Advisor 4 4 4 -
Total Education 127 126 126 -
Total Education 127 126 126 -

Recreation and Culture
Recreation Facilities
General Fund

Parks and Recreation 94 95 86 (9)
Total Recreation Facilities 94 95 86 (9)

Total Recreation and Culture 94 95 86 9)

Total County Department - General Fund 3,771 3,786 3,713 (73)
Total County Departments - Other Funds ® 5,524 5,589 3,969 (1,620)

County Departments - Grand Total 9,295

@ Effective July 1, 2016, 1,756 Kern Medical Center personnel were transferred from the County to the Kern County Hospital Authority.
@ Effective May 2016, Environmental Health transferred from the General Fund to a separate special revenue fund.
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Countywide Capital Projects

Summary of Capital Projects by Asset Type

Carryover
New Projects Projects Total

General Services - General Fund Projects

Land $0 $32,455 $32,455

Improvements to Land 19,128 1,391,279 1,410,407

Structures and Improvements 0 17,837,584 17,837,584

Total $19,128 $19,261,317 $19,280,445
Waste Management Division of Public Works

Land $500,000 $0 $500,000

Improvements to Land 6,950,790 422,262 7,373,052

Total $7,450,790 $422,262 $7,873,052
Airports

Improvements to Land $14,981,565 $12,373,557 $27,355,122

Total $14,981,565 $12,373,557 $27,355,122
Other Departments

Improvements to Land $0 $868,364 $868,364

Structures and Improvements 0 94,162,578 94,162,578

Operating Transfer-Out 4,190,908 0 4,190,908

Total $4,190,908 $95,030,942 $99,221,850
Total $26,642,391 $127,088,079 $153,730,470

The County has countywide capital projects that include construction, acquisition and
rehabilitation of numerous facilities and structure, the improvement of land for landfill closures
and a transportation project. The total project cost also includes the acquisition of land.

The FY 2016-17 Recommended Budget includes projects approved in prior years but not yet
completed (Carryover Projects) totaling $127 million inclusive of operating transfers. These
major multi-year projects include the following:

General Services — General Fund Projects:

e Lake Isabella and Hart Plat Fire Stations Land Acquisition and Design Cost

$781,600 is included for the land acquisition and design cost associated with the Lake
Isabella and Hart Flat Fire Station Replacements. Construction cost for these facilities is
not included in the FY 2016-17 Recommended Budget as the Structural Fire Fund is
facing a $17.5 million deficit for FY 2016-17 primarily from the loss of tax revenue. The
recommended budget proposes a four-year deficit mitigation plan that phases in on-going
budget reductions and provides the Structural Fire Fund with a contribution from the
General Fund to mitigate service level impacts. The construction projects under design
will be evaluated during FY 2017-18 for debt financing along with other priority projects
for the County.

e Parks Walking Paths and Spray Parks
$279,842 is included for the construction of walking paths in the Potomac and Lamont
Parks. In addition a spray park is being built in the Pioneer Park. These projects are
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funded with grants from the California Department of Housing and Community
Development.

e Department of Mental Health Services Expansion

The Department of Mental Health Services is faced with the challenges in meeting the
increased demand for services resulting from implementation of expanded Medi-Cal
services under the Affordable Care Act, as well as increased services for substance abuse
disorders under the Drug Medi-Cal Organized Delivery System Program approved by the
Center of Medicare and Medicaid. The department is purchasing and renovating a
building adjacent to their administrative offices to provide direct services. $3,190,938 in
funding for this project is available through the prudent use of Mental Health Services
Act funds and will not impact or redirect funds from services.

e Lerdo Waste and Water Treatment Plant Upgrade

$13,335,529 is included for the upgrade of the adult detention facility waste and water
treatment plant. Included under other departments is the carryover project for the
construction of a new jail facility financed with $100 million State grant and $27 million
of other funding sources. The construction of the new facility necessitated the upgrade
to the existing waste and water treatment plant at the Lerdo Jail Facilities. The project is
funded with discretionary resources made available from one-time sales and use tax
received from wind energy construction projects throughout the County and Tobacco
Securitization Funds made available when the County securitized the Tobacco Revenue
in 2002. Although financing of this project with one-time sources does not have an
immediate impact in the overall operating budget. The County will be facing significant
cost increases to operate the new jail facility in FY 2017-18 at the same time the County
is facing property tax reductions as a result of the depressed oil and gas prices.

e County Facilities Irrigation infrastructure and Warehouse Expansion Phase Il

$721,353 is included for the replacement of irrigation infrastructure throughout County
facilities. As of this date, a historical drought still exists within Kern County. Despite
isolated rainfall in parts of California during the winter, Kern County continues to
experience the driest year on record and local water supplies continue to remain low. The
County is replacing irrigation infrastructure throughout County facilities to meet the
water reduction mandates. $435,688 is included to Phase Il of the warehouse expansion
for General Services.

Waste Management Division of Public Works:

e Landfill Projects
The Waste Management Division of Public Works operates seven Class Il landfills, three
large volume transfer stations and six small volume transfer stations; all strategically
located throughout the County. The Division has included $422,278 in carryover
appropriations for landfill drainage improvements, closure cost and replacement of a gate
scale. The projects are funded with a portion of the land use fee collected for residential
properties and a tipping fee for non-residential waste.
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Airports:

e The Runway 12L-30R Rehabilitation and Taxiway Connectors Phase |

$12,373,557 is included for the Runway 12L-30R Rehabilitation and Taxiway
Connectors reconstruction project at Meadows Field Airport that began in FY 2013-14.
The project consists in general, of removal, construction and rehabilitation of airfield
geometry on Runway 12L-30R. The improvements to Runway 12L-30R will enhance the
runway and bring the surface to Federal Aviation Administration (FAA) pavement
standards. Specifically, the project was developed to enhance operational safety and
efficiencies to comply with Federal Aviation Administration (FAA) Advisory Circular
150/5300-13A, ensuring an acceptable level of safety for Meadows Field Airport. Due to
timing of funding, the department has strategically separated the project into three phases.
Phase | includes preparatory work on runway 12L-30R, removal of nine (9) taxiways,
and construction of four (4) new taxiway connectors. 90% of the project cost is funded by
an allocation from the FAA; the remaining 10% will come from the operations of the
Airport.

Other Departments:

e New Jail Facility and Seventh Standard Widening Project
These multi-year carryover projects include construction of a new jail facility with a total
cost of $127 million and the close-out phase of the Seventh Standard Road Widening
Project with a total cost of $42.3 million.

$94.1 million of the estimated $127 million cost for the new jail facility is anticipated to
be expended in FY 2016-17. The new jail facility listed under carry-over projects and
financed with $100 million State grant and $27 million of other funding will require the
County to identify an ongoing source to fund the operations. The Sheriff has indicated
that these staffing costs, estimated at $27.5 million annually, could be mitigated by
temporarily moving current staff from certain areas of the Lerdo Minimum jail facility to
reduce some of the cost by approximately $7 million for a net annual cost of $20.5
million. The Board of Supervisors approved a fiscal strategy in January 2015 that
requires the reduction of allocations to other departments by $4 million or 1.4% each year
over the next five years to achieve an ongoing source of $20.5 million to staff the new jail
in FY 2017-18 if new growth in discretionary revenue in lieu of department reductions is
not identified. However, due the significant property tax reductions as a result of
depressed oil and gas prices and the impact to other County departments, the 1.4%
reduction in FY 2016-17 was not included. The Sheriff has agreed to mitigate the impact
by phasing the hiring of new detention staff.

Seventh Standard Road Widening Project is in its close-out phase only $868,364 in
carryover is anticipated to be expended to finalize the project. The purpose of this project
is to improve safety and to facilitate transportation throughout the County. The project is
funded with Federal and State Aid for construction.
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The FY 2016-17 Recommended Budget, inclusive of operating transfers, also includes a total of
$26.6 million in new projects. Part of the annual budget development process includes
identifying and prioritizing the County’s capital needs. The new projects requiring funding from
discretionary General Fund resources are evaluated to determine if they meet the criteria
identified in the capital budget policy. To the extent possible and under current policy, the
County uses one-time funding or carry-over fund balance to fund one-time expenses such as
capital projects in order to mitigate impacts to operations. General Funding of $4.1 million
consist of an operating transfer out to the General Fund Major Maintenance Projects from the
Accumulated Capital Outlay- General. These funds are being utilized to maintain the minimum
funding necessary to preserve existing County facilities.

The remaining funding for the projects is derived from special land use assessments collected
through property tax bills for solid waste management and an anticipated allocation of Federal
Aviation Administration funds and fund the following projects:

Waste Management Division of Public Works:

e Landfill Projects
The Waste Management Division has included $7,450,790 for new projects. Included in
the projects is $2.6 million for improvements to the Bena Landfill, $2.7 million for water
wells and gas system improvements at the landfills, and $1.7 million for small projects
including the acquisition of landfill buffer property and road repairs The projects are
funded with a portion of the land use fee collected for residential properties and a tipping
fee for non-residential waste.

Airports:

e The Runway 12L-30R Rehabilitation and Taxiway Connectors Phase Il
$14,981,565 is included for Phase Il of the Runway 121 -30R Rehabilitation and Taxiway
Connectors reconstruction project at Meadows Field Airport. Phase Il estimated to begin
in mid FY 2016-17 and includes reconstructing the south end of 30R and replacing
ALS/Bar, replacing electrical, reconstructing an additional 3,100 feet of the east side of
30R, and constructing taxiway E. 90% of the project cost is funded by an allocation from
the FAA,; the remaining 10% will come from the operations of the Airport.
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Summary of Capital Projects by Funding Source

Discretionary

General
Funding Other Funding Total
Projects Administered By:
General Services - General Fund Projects
New Projects $19,128 $0 $19,128
Carryover Projects 13,165,488 6,095,830 19,261,317
Total Projects Administered by General
Services $13,184,616 $6,095,830 $19,280,445
Waste Management Divison of Public Works
New Projects $0 $7,450,790 $7,450,790
Carryover Projects 0 422,279 422,279
Total Projects Administered by Solid Waste
Management $0 $7,873,069 $7,873,069
Airports
New Projects $0 $14,981,565 $14,981,565
Carryover Projects 0 12,373,557 12,373,557
Total Projects Administered by Airports $0 $27,355,122 $27,355,122
Other Departments
Carryover Projects $0 $95,030,942 $95,030,942
Operating Transfer Out 4,190,908 0 4,190,908
Total Projects Administered by Others $4,190,908 $95,030,942 $99,221,850
Total $17,375,524 $136,354,963 $153,730,487

Further details for the General Services — General Fund Projects is included in the General
Government section of this budget under Capital Projects. The projects for the Waste
Management Division are included in the Enterprise section of this budget. The Other
Departments category encompasses countywide capital projects not accounted for in any other
department. The detail for the projects is included in the Other Capital Projects section of this
budget.
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Discretionary General Funding

County General Fund operations are funded with four major types of sources: departmental
program revenue, Proposition 172 revenue, Realignment revenues (1991 and 2011 Realignment),
and countywide discretionary revenue.

» Departmental program revenue includes fees, service charges, and state and federal support
for programs such as welfare, health care, and behavioral health.

* Proposition 172 revenue is a permanent extension of a half-cent Local Public Safety Sales Tax
approved by California voters on November 2, 1993. Proceeds of this sales tax must be dedicated
to public safety. Proposition 172 revenue is restricted and is used solely for funding the
Sheriff/Coroner/Public Administrator, District Attorney Criminal and Forensic Sciences
Divisions, Public Defender, Probation, and Fire Departments.

» 1991 Realignment revenue provides health and welfare funding. In FY 1991-92, the State
approved the Health and Welfare Realignment Program that involves a shift of program
responsibilities from the State to the County. This shift is funded through a corresponding shift
of dedicated sales tax and vehicle license fee revenue. Realignment revenue is also restricted and
used in funding mental health, social services and health programs within the County.

» 2011 Realignment revenue provides public safety, health, and welfare funding. In FY 2011-
12, the State approved what has become known as AB 109 Public Safety Realignment. As part of
this realignment, the State addressed prison over-crowding by shifting custodial responsibility of
non-violent, non-sex, and non-serious (‘Triple-Nons’) offenders to local jails. In addition, the
parole function of the State was delegated to county probation departments. In conjunction with
Public Safety Realignment, the State also shifted full financial burden of many social service and
mental health programs. The County was responsible for delivery of these programs before
realignment but with the shift the State would no longer participate in the share of cost. While
the State no longer shares in the cost it has dedicated a portion of the State sales tax (1.0625%)
revenue along with a portion of vehicle license fees for these realigned programs.

« Countywide discretionary revenue includes a variety of revenue sources that are not legally
designated for a specific purpose or program. The majority of discretionary revenue is property
related revenue, primarily property tax. Other revenue sources in this category include: sales and
other taxes, net interest earnings, Countywide Cost Allocation Plan (CWCAP) revenue which is
a reimbursement for overhead/indirect costs incurred by the General Fund, other State and
federal aid, and other revenue. Additionally, the General Fund’s available fund balance, use of
reserves and operating transfers-in, are other funding sources that can be allocated to General
Fund departments in the same manner as countywide discretionary revenue.

County General Fund operations not funded by departmental program revenue, Proposition 172
Revenue, and/or Realignment revenue are funded by a Net County Cost (or Discretionary
General Funding). Net County Cost is funded by countywide discretionary revenue, which is
primarily property tax revenue.
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The County maintains an appropriated contingency fund to accommodate unanticipated
operational changes, legislative impacts or other economic events affecting the County’s
operations, which could not have reasonably been anticipated at the time the budget was
prepared. This fund totals 1% of locally funded appropriations, or $4 million for FY 2016-17. In
addition, the County also maintains two additional contingencies, one for uncertainties such as
emergency maintenance or other unforeseen circumstance, and a specific purpose contingency
for situations that are not certain at the time of budget hearings; these funds total $500,000 and
$4.9 million respectively.

The following sections provide details of:

» The economic indicators that are factored into the County’s fiscal plan.

« How these indicators and other factors affect Proposition 172 revenue, Realignment
revenue, and countywide discretionary revenue.

« How Discretionary General Funding (Net County Cost) has been allocated for the fiscal
year.

« Information on General Fund contingencies, reserves and designations.

» The County Fiscal Plan.
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Economic Indicators

Property related revenue accounts for over 63% of countywide discretionary revenues and other
funding sources. These revenues are affected by the housing market and oil and gas property
valuations in the County. The housing market has become increasingly stable, and rising home
prices are leading to value being added back to the assessment roll for valuations that had been
reduced through Proposition 8 reassessments. Approximately 15% of the County’s total assessed
valuation is comprised of oil and gas properties. However oil and gas properties have been
affected by a sharp decrease in the price per barrel of oil. Oil and gas property tax revenues
equates to approximately $40 million, or 12% of the County’s countywide discretionary revenue.

The charts on the following pages are strong indicators of the economic vitality in Kern County.
Overall, there is an evident inverse relationship between major economic indicators. As
foreclosures continue to decline from 2012 levels the trend is helping home values rise.
Similarly, as the price per barrel of oil has decreased sharply unemployment has begun trending
up. The recession in the oil and gas industry and subsequent loss of jobs has diminished the local
economy overall and placed a significant burden on General Fund discretionary revenue, which
will impact service levels available for all residents throughout Kern.

KERN COUNTY
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Source: Zillow Home Value Data 2016

In January 2016 foreclosures were down 31.2% compared to January 2015 (homes foreclosed
per 10,000) and for the first quarter of 2016 remain stable at around 5 homes per 10,000.
Foreclosures have declined considerably since 2012, resulting in a steady rise in the median sales
price in Kern County.
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KERN COUNTY
MEDIAN SALES PRICE
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Source: Zillow Home Value Data 2016

The median sales price in Kern County for April 2016 was $199,000. Kern County home values
have gone up 2.6% over the past 12 months and Zillow predicts they will rise 4.3% within the
next 12 months based on the Zillow Home Value Index. The foreclosure rate in Kern County
currently stands at 5 homes per 10,000. The same rate exists in metropolitan Bakersfield with a
rate of 5 per 10,000. Kern County is performing slightly worse than the national average, which
is 3 homes foreclosed per 10,000.
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KERN COUNTY
UNEMPLOYMENT RATE
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Source: CA Employment Development Department

As illustrated in the graph above, the unemployment rate was trending down for six consecutive
years (2010-2015). However, the trend has reversed recently due to a sharp decrease in oil
prices. Historically, the county’s unemployment rate is roughly 3-5% higher than the state
average and is prone to greater variability as many jobs within the county are in agriculture and
the oil and gas industry, both of which tend to ebb and flow based on seasonality and market
volatility. Adding to the severity of an already weakened local economy, the state’s economic
forecasts suggest a statewide recession seems probable within the next few years. If the current
price per barrel of oil does not rebound significantly in the coming year, the downturn in the oil
and gas industry will have a prolonged impact on the county’s overall economic vitality, which
could be exacerbated by a slumping state economy. The Governor’s budget will deposit $2
billion into the Rainy Day Fund rationalizing that a strong Rainy Day Fund will have a
significant impact on protecting against devastating cuts if the state economy slides into another
recession.
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COUNTY OF KERN
OIL PRICE USED TO VALUE OIL/GAS PROPERTIES
2006 - 2016
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Pictured above is the price per barrel of oil at January 1 of each year. A lien date value for each
oil and gas producing property in Kern County is determined by the County Assessor, using the
price per barrel of oil as a primary component in each property’s discounted cash flow analysis.
Since nearly 22% of all property valuations countywide are derived from the oil and gas
properties, the County’s discretionary revenue is heavily dependent on this industry. From 2012-
2014 the price of oil remained strong. Since 2015, oil prices have decreased sharply which has
led to a slowing in the sector and the overall local economy.

The County’s property tax roll associated with oil and gas properties has experienced a 34%
decline in assessed value from FY 2015-16, which resulted in the reduction for the General Fund
of $20.6 million in property tax revenue and another $5.4 million decline in Vehicle License Fee
(VLF) in lieu of property taxes for a total of $26 million, offset slightly by growth in assessed
valuation of other property types. The anticipated property tax revenue decline equates to a 12%
reduction in total property tax related revenue. The Fire Fund is also impacted by the oil gas
property tax issue. The Fund will see a net property tax revenue decline of $7 million for FY
2016-17.
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Proposition 172

Proposition 172 (Prop 172), which became effective January 1, 1994, placed a one-half percent
sales tax rate in the State's Constitution and required that revenue from the additional one-half
percent sales tax be used only for local public safety activities, which include but are not limited
to sheriff, police, fire protection, county district attorney, and county corrections. Funding from
Prop 172 enabled counties and cities to substantially offset the public safety impacts of property
tax losses resulting from the State property tax shift to the Educational Revenue Augmentation
Fund (ERAF).

The one-half percent sales tax imposed by Prop 172 is collected by the state and apportioned to
each county based on its proportionate share of statewide taxable sales. In accordance with
Government Code 30055, of the total Prop 172 revenue allocated to Kern County, 5% is
distributed to cities affected by the property tax shift and 95% remains with the County. The
following chart reflects the annual amount of Prop 172 revenues received by Kern County,
excluding the cities' distributions, for the past 15 years.

Prop 172 Revenue
Kern County
(In Millions)
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The allocation percentage for each department has remained consistent with the allocation

percentage approved by the Board of Supervisors in

follows:
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District Attorney
Public Defender

D.A.-Forensic Sciences

Sheriff
Probation
Fire

7.27%
6.11%
0.27%
60.05%
16.68%
9.62%

FY 1994-95, which to date has been as

As part of the budget development process, Prop 172 projections are estimated based on staff
analysis of revenue trends and forecasts provided by a sales tax consultant. In recent years, the
County has benefitted from one-time revenue due to energy projects and growth in the fuel,
petroleum and oil industries. The County's sales tax consultant has provided an analysis net of
these one-time revenues which will result in a decline in future revenue of up to $6.5 million. In
an effort to mitigate future revenue declines, the recommended budget includes an increase of
$1.3 million to the general designation be set aside for future use.

The charts below summarize fund balance and the actual allocation of the Local Public Safety
Fund for FY 2014-15, the final and actual allocations for FY 2015-16, and the recommended
allocation for FY 2016-17, which reflects a 1% reduction from FY 2015-16.

| Breakdown of Departmental Usage of Proposition 172 ‘

Actual Final Budget Actual Recommended
Budget Unit and Department FY 2014-15 FY 2015-16 FY?2015-16  FY 2016-17
2180 District Attorney $5,594,957 $5,781,752 $5,781,752 $5,723,935
2190 Public Defender 4,702,226 4,859,217 4,859,217 4,810,625
2200 D.A--Forensic Sciences 207,790 214,728 214,728 212,581
2210 Sheriff 46,214,184 47,757,114 47,757,114 47,279,543
2340 Probation 12,836,845 13,265,423 13,265,423 13,132,769
2415 Fire 7,403,504 7,650,682 7,650,682 7,574,175
Total Allocated to Departments $76,959,506 $79,528,916  $79,528,916  $78,733,628
Proposition 172 \
Actual Final Budget Actual Recommended
FY 2014-15 FY 2015-16 FY 2015-16 FY 2016-17
Beginning Fund Balance $7,778,527 $11,946,518  $11,946,518 $12,487,060
Revenue 81,317,649 76,093,733 80,069,458 76,053,621
Departmental Usage 76,959,506 79,528,916 79,528,916 78,733,628
One-time Project Allocation: 190,152 0 0 0
Ending Fund Balance 11,946,518 8,511,335 12,487,060 9,807,053
Change in Fund Balance $4,167,991 ($3,435,183) $540,542 ($2,680,007)
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Realignment Funding

Beginning in 1991, the State of California shifted the fiscal and programmatic responsibility of
several health and social services programs from the State to counties. In 2011 the State shifted
more social services and mental health programs to counties along with law enforcement
services. Realignment funding is accounted for separately in the following service areas:

1991 Realignment 2011 Realignment Other Realignment
Mental Health Law Enforcement CalWORKs MOE
Social Services Support Services Family Support
Health

With the realignment of many State services, counties have become increasingly dependent on
sales tax and vehicle license fee revenue for these programs, putting counties at the mercy of the
business cycle as funding rises and falls in direct correlation to the State's economy. While sales
taxes are not projected to decrease in FY 2016-17, retail spending is seen to be much more
volatile and quicker to react to changes in the economy, resulting in a higher risk of funding
losses in future years.

1991 Realignment

In 1991, the State shifted responsibility for a number of mental health, social services, and health
programs to counties. This shift, known as 1991 Realignment, resulted in the creation of two
dedicated funding streams to pay for the shifted services; a % cent Sales Tax and 24.33% of
Vehicle License Fee (VLF) revenue made available by a change in the depreciation schedule for
vehicles. Pursuant to SB 1096, Chapter 21, Statutes of 2004, the VLF was reduced from 2.0% of
the market value of a vehicle to 0.65% of the market value. SB 1096 also changed the
percentage of the VLF revenue allocated to Realignment from 24.33% to 74.9%. This change
did not result in increased VLF revenue to 1991 Realignment, but simply reflects the same
funding count expressed as a percentage of the reduced revenue collected. Each of the three
services areas identified was required to have their own separate accounts established and each
of those service areas receive a different share of statewide 1991 Realignment revenue. At the
County level, these revenues are administered through the use of three special trust funds:
Health Trust Fund 24079, Mental Health Trust Fund 24077, and Social Services Trust Fund
24078.

Within the mental health area, the programs the County is now responsible for are: community-
based mental health programs, State Hospital services for County patients, and Institutions for
Mental Disease. Within the social services, programs the County is now responsible for are: the
County revenue stabilization program and the county justice subvention program. Within the
health area, the programs the County is now responsible for are: AB8 County health services,
local health services, medically indigent services, and the County medical services program.

In addition to these program responsibility shifts, a number of programs had changes made to
their cost sharing ratios. For example, prior to 1991 Realignment, Foster Care costs were funded
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by 95% State resources and 5% County resources. Now Foster Care is funded by 40% State
resources and 60% County resources, which is a significant impact to the County.

The 1991 Realignment program funding streams pose a challenge to the County as they are both
sensitive to the economy. When the economy does poorly, demand for services is high, but
revenues under perform. When the economy is doing well, demand for services is reduced, sales
and vehicle license fee revenue are high, and growth in these funding streams is experienced.
Social Services has priority claim on any sales tax growth received. If the growth is sufficient to
cover the increasing Social Services caseload costs, then anything remaining is distributed to the
Mental Health and 1991 Health Realignment funds.

1991 Health Realignment funding has been impacted with the State implementation of the
optional Medi-Cal expansion under the federal Affordable Care Act. Health Realignment
allocations will be reduced since the State assumes counties will achieve savings from the
expanded eligibility.

1991 Realignment Historical Revenue
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During FY 2010-11, sales tax increased by 3.6% while VLF declined by 1.5%, as compared to
prior year revenue. Those factors would have normally caused a decline in revenue; however,
the 1991 Health Realignment fund experienced a one-time savings due to state legislation
regarding hospital fees.

During FY 2011-12, revenue came in much stronger than anticipated. State-wide, sales tax
increased 10% and VLF increased by over 20%. Revenue collections were sufficient to meet the
rising demands for County services as economic recovery and job creation remained low.
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Revenue for FY 2012-13 continued to come in strong and growth funding was available to be
paid out during FY 2013-14.

For FY 2013-14, revenue came in nearly at the level of FY 2012-13 and was sufficient to
continue meeting the demands of the need for services.

For FY 2014-15, revenue increased 5.6% over prior year actual realignment revenue due to a
slight increase in State sales tax and VLF collections.

Revenue for FY 2015-16, reflected a decrease of 7.86% under prior year actual realignment
revenue due to Assembly Bill 85 (AB 85) Redirection of 1991 State Health Realignment (2012),
which redirected $13 million to Family Support Realignment. The redirected amount is offset by
an anticipated increase in Social Services Realignment available for County programs.

The recommended funding for FY 2016-17 of $70.5 million is slightly higher than the FY 2015-
16 level. For FY 2016-17, the amount redirected to Family Support under AB 85 is $14.9

million.
| SUMMARY OF 1991 PROGRAM REALIGNMENT REVENUE |
Actual Final Budget Actual Recommended  Increase/
FY 2014-15 FY 2015-16 FY 2015-16 FY 2016-17 (Decrease)
Health Trust Fund $20,922,896  $10,102,923  $11,197,285 $8,454,176 ($2,743,109)
Mental Health Trust Fund 23,374,707 22,657,898 24,053,830 22,657,898 (1,395,932)
Social Services Trust Fund 33,172,545 35,461,296 35,230,083 39,375,729 4,145,646

$77,470,148  $68,222,117  $70,481,198 $70,487,803 $6,605

The 1991 Realignment funds do not directly spend funds or provide services. They are pass-
through funds required by the State and the actual expenditures occur within the operating
budget units of the departments that receive Realignment revenue.

The 1991 Realignment legislation allows for some flexibility in usage of funds at the County
level. Upon action by the Board of Supervisors, a County can transfer 10% of a given year's
revenue from one fund to another if it is found that the transfer is the most cost-effective use of
available resources to maximize client outcomes. An additional 10% can be transferred from the
County's Health Realignment specifically to help meet caseload needs in excess of the revenue
growth in the social services account. Kern County has used the provision multiple times over
the years to help support either the health or social services programs. The most recent transfers
were approved by the Board of Supervisors on June 21, 2016 and allowed for the transfer of up
to 10%, or $2.3 million, from mental health to social services programs and up to 10%, or $1
million, from health to social services programs. The County is not budgeting a 10% transfer in
FY 2016-17, however, in the event such a transfer is needed, Board of Supervisors approval is
required.
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The breakdown of the revenue calculations and departmental usage for each of the three
individual 1991 Realignment funds are as follows:

| Health |
Actual Final Budget Actual Recommended
FY 2014-15 FY 2015-16 FY 2015-16 FY 2016-17
Beginning Fund Balance $10,539 $1,050,162 $1,050,162 $1,134,232
Revenue 20,922,896 10,102,923 11,197,285 8,454,176
Departmental Usage 19,883,273 10,102,923 10,102,923 8,901,117
Transfer to Social Services - 1,010,292 1,010,292 -
Ending Fund Balance 1,050,162 39,870 1,134,232 687,291
Change in Fund Balance $1,039,623 ($1,010,292) $84,070 ($446,941)

| Breakdown of Departmental Usage of Health 1991 Realignment |

Actual Final Budget Actual Recommended

FY 2014-15 FY 2015-16 FY 2015-16 FY 2016-17
Animal Services $1,011,712 $1,059,601 $1,059,601 $1,059,601
Environmental Health 85,478 97,771 97,771 97,771
Public Health 6,579,768 6,634,782 6,634,782 6,634,782
Kern Medical Center 12,206,315 2,310,769 2,310,769 1,108,963
Total Departmental Usage $19,883,273 $10,102,923 $10,102,923 $8,901,117

The Health fund is budgeted to decrease fund balance to $687,291 in FY 2016-17. Revenue is
projected to decrease as well as departmental usage. The decrease in Health Realignment is due
to the change in the amount the State is withholding from the County in anticipation of cost
savings related to the implementation of health care reform. In FY 2014-15, the State reduced
the County's Health Realignment by $3.6 million and in FY 2015-16, the reduction was $13
million. In FY 2016-17, the State will redirect $14.9 million of the County's Health
Realignment. The recommended budget includes sufficient resources to carry out the health
programs and services for County residents.

| Mental Health |

Actual Final Budget Actual Recommended
FY 2014-15 FY 2015-16 FY 2015-16 FY 2016-17
Beginning Fund Balance $352,114 $965,353 $965,353 $89,920
Revenue 23,374,707 22,657,898 24,053,830 22,657,898
Departmental Usage 22,761,468 22,657,898 22,663,473 22,657,898
Transfer to Social Services - 2,265,790 2,265,790 -
Ending Fund Balance 965,353 965,353 89,920 89,920
Change in Fund Balance $613,239 $0 ($875,433) $0
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| Breakdown of Departmental Usage of Mental Health 1991 Realignment |

Actual Final Budget Actual Recommended

FY 2014-15 FY 2015-16 FY 2015-16 FY 2016-17
Mental Health $22,761,468 $22,657,898 $22,663,473 $22,657,898
Total Departmental Usage $22,761,468 $22,657,898 $22,663,473 $22,657,898

For FY 2016-17, the Mental Health fund is budgeted to receive slightly less than in the prior
year. Although sales tax is projected to increase statewide, the allocation provided to the 1991
Mental Health Realignment account at the State level is a fixed amount. The recommended
budget includes sufficient resources to carry out the mental health programs and services for
County residents.

| Social Services |

Actual Final Budget Actual Recommended

FY 2014-15 FY 2015-16 FY 2015-16 FY 2016-17
Beginning Fund Balance $4,814,997 $3,155,621 $3,155,621 $3,511,843
Revenue 33,172,545 35,461,296 35,230,083 36,099,648
Departmental Usage 34,831,921 38,616,917 38,149,943 39,375,729
Transfer from Health - 1,010,292 1,010,292 -
Transfer from Mental Health - 2,265,790 2,265,790 -
Ending Fund Balance 3,155,621 3,276,082 3,511,843 235,762
Change in Fund Balance (%1,659,376) $120,461 $356,222 ($3,276,081)

| Breakdown of Departmental Usage of Social Services 1991 Realignment |

Actual Final Budget Actual Recommended
FY 2014-15 FY 2015-16 FY 2015-16 FY 2016-17

California Children Services $1,245,092 $1,152,220 $1,128,996 $1,188,798
Human Services - Administration 1,313,412 1,658,288 1,628,464 1,469,386
Human Services - Direct Aid 19,177,557 22,881,950 22,628,387 23,446,163
Aging and Adult Services 722,998 722,439 719,461 745,372
In-Home Supportive Services 8,085,082 8,079,327 7,966,566 8,335,805
Probation 2,291,780 2,126,693 2,082,069 2,194,205
General Fund 1,996,000 1,996,000 1,996,000 1,996,000
Total Departmental Usage $34,831,921 $38,616,917 $38,149,943 $39,375,729

Social Services realignment revenue is composed primarily of sales tax. The split is currently
96% sales tax and 4% vehicle license fees. For FY 2016-17, budgeted expense and ongoing
revenue are expected to result in usage of fund balance of $3.3 million. The recommended
budget includes sufficient resources to carry out the social services programs and services for
County residents.
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2011 Realignment

In 2011, the State addressed prison over-crowding by shifting custodial responsibility of non-
serious, non-sexual, and non-violent (‘'Triple-Nons’) offenders to local jails. In addition, the
parole function of the state was delegated to county Probation departments; parole revocation
hearings were shifted to the local jurisdictions and cases assigned to the District Attorney and
Public Defender. The state also realigned Juvenile Re-Entry and Trial Court Security by placing
100% of the financial burden of those programs to the County. The justification for the Public
Safety Realignment is that it gives the county flexibility to better provide mental health and
social services to the recently incarcerated in the hopes of reducing recidivism and having the net
effect of lowering both jail and prison population. The County has one of the lowest funding
rates per offender in the State.

In conjunction with Public Safety Realignment (AB 109), the State also shifted full financial
burden of many social service and mental health programs to the County, including: Adult
Protective Services, Foster Care, Child Welfare Services, Child Abuse Prevention and
Intervention, Drug Court, Medi-Cal substance abuse treatment programs, and the Maintenance of
Effort (MOE) for CalWORKSs. The County was responsible for the delivery of these programs
before realignment, but with the shift, the State would no longer participate in the share of cost.

While the State no longer shares in the cost, it has dedicated a portion of the State sales tax
(1.0625%) revenue, along with a portion of vehicle license fees for these realigned programs.
However, realignment of sales tax and vehicle license fees also puts the County at the mercy of
the business cycle, as funding will rise and fall in direct correlation to the State's economy.
Exacerbating the potential problem, as with 1991 Realignment, when the economy is doing well
demand for services goes down but when the economy begins to slump, demand for services
rises while revenues decrease. This relationship has been partially mitigated in the past due to
the State's share of cost. Since that is no longer applicable, the County is more vulnerable to
fluctuations in the economy.

Further complicating matters is the State's decision to direct funding from 1991 Realignment for
Mental Health Services to the CalWORKs MOE portion of 2011 Realignment. Sales tax and
vehicle license fee revenue that used to be directed to the fund for Mental Health matching funds
is now going to the CalWORKs MOE fund. The Mental Health funding now comes in the form
of a defined monthly amount taken off the top of 2011 Realignment revenues. Government
Code establishes a statewide amount of $1.121 billion per year directed to the Mental Health
Fund with future growth in the CalWORKSs MOE fund to be directed to Mental Health as well.

In November 2012, California voters passed Proposition 30 which increased both sales and
income tax. The measure also dedicated a funding stream for 2011 Realignment in the State
Constitution. That process has mitigated the revenue stream doubts that existed with the onset of
2011 Realignment, but funding will now, as mentioned earlier, be directly dependent on the
health of the economy.

The 2011 Realignment budget units mirror 1991 Realignment in that they do not directly spend
or provide services. They are strictly funding budget units with the actual expenditures
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occurring within the operating budget units of the departments that receive 2011 Realignment
revenue.

As with the 1991 Realignment, the three service areas of 2011 Realignment (Law Enforcement
Services, CalWORKs MOE, and Support Services) have each been assigned their own account.
The Law Enforcement Services account has four sub-accounts for Trial Court Security,
Community Corrections, the District Attorney and Public Defender, and Juvenile Justice.
Human Services transfers funding from the CalWORKs MOE account to the fund used to pay
benefits to CalWORKSs clients. The Support Services account has two sub-accounts for
Behavioral Health and Protective Services. The Department of Behavioral Health allocate the
sub-account funding to the Drug Court and the Medi-Cal substance abuse treatment programs
while Human Services allocates the Protective Services sub-account to the appropriate social
service programs. The following information provides more detail of the three service areas of
2011 Realignment.

2011 Realignment Budget Units for FY 2015-16

Historical information on 2011 Realignment funding is included in the table below, and detailed
information on the three service areas are included on the following pages.

| BUDGET HISTORY FOR ALL 2011 REALIGNMENT BUDGET UNITS |

Actual Final Budget Actual Recommended
FY 2014-15 FY 2015-16 FY 2015-16 FY 2016-17
Beginning Fund Balance $19,447,008 $19,919,354 $19,919,354 $17,071,543
Revenue 164,479,675 179,289,020 184,070,948 180,045,736
Departmental Usage 164,007,329 192,265,364 186,918,759 183,633,588
Ending Fund Balance 19,919,354 6,943,010 17,071,543 13,483,691
Change in Fund Balance $472,346 ($12,976,344) ($2,847,811) ($3,587,852)

Total departmental usage of $181.1 million for FY 2016-17 is reflected in the table below.
Expenditure levels will be monitored by departments receiving this revenue should the State
implement reporting requirements for 2011 Realignment revenues.

| SUMMARY OF 2011 REALIGNMENT BUDGET UNITS FOR FY 2016-17 |
Support Services

Law Protective Behavioral
Enforcement Services Health Total
Beginning Fund Balance $12,293,309 $4,778,234 $0 $17,071,543
Revenue 67,394,605 65,178,710 47,472,421 180,045,736
Departmental Usage 70,247,011 66,407,264 46,979,313 183,633,588
Ending Fund Balance 9,440,903 3,549,680 493,108 13,483,691
Change in Fund Balance ($2,852,406) ($1,228,554) $493,108 ($3,587,852)
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Law Enforcement Services

The Law Enforcement Services account has four (4) sub-accounts: Trial Court Security
(administered by the Sheriff/Coroner/Public Administrator); District Attorney and Public
Defender (which share the funds equally); Juvenile Justice (administered by Probation); and
Community Corrections. The Community Corrections sub-account is administered by the Local
Community Corrections Partnership which consists of a membership defined by Penal Code
Section 1230 (including the Chief Probation Officer, the Sheriff/Coroner/Public Administrator,
the District Attorney, the Public Defender, and other Social Services Executives). The Local
Community Corrections Partnership determines how to allocate funding for the Community
Corrections sub-account in response to proposals submitted by various departments to fund
positions and/or programs beneficial to the implementation of Public Safety Realignment.
Departments that receive funding may vary from year to year and funding levels can differ
depending on needs and available resources.

2011 Realignment requires each county to develop an implementation plan approved by the
Local Community Corrections Partnership and the Board of Supervisors. The plan included a
significant number of additional positions and an appropriation savings occurred because this
new staff required extensive background checks. As a result, a fund balance of $13.4 million
existed in the Law Enforcement account at the end of FY 2014-15. The fund balance decreased
by $1.1 million in FY 2015-16 as departments continued fully implementing AB 109 programs.
Fund balance consists of set-aside funds for various law enforcement services resulting from
potential carry forward balances as of June 30, 2016. As the carry forward funds are realized,
appropriations in the corresponding law enforcement departments will be adjusted accordingly.
Detail of the fund balance for Law Enforcement Services is reflected in the following table:

| LAW ENFORCEMENT SERVICES |

Actual Final Budget Actual Recommended
FY 2014-15 FY 2015-16 FY 2015-16 FY 2016-17
Beginning Fund Balance $14,515,810 $13,433,345 $13,433,345 12,293,309
Rewvenue 63,323,434 71,570,024 75,514,318 67,394,605
Departmental Usage 64,405,899 79,223,593 76,654,354 70,247,011
Ending Fund Balance 13,433,345 5,779,776 12,293,309 9,440,903
Change in Fund Balance ($1,082,465) ($7,653,569) ($1,140,036) ($2,852,406)

In accordance with Government Code Section 30029.07(b), beginning in FY 2015-16 each
County shall establish a Local Innovation Account and transfer 10% of the moneys received
during a fiscal year from each of the Trial Court Security, Community Corrections, District
Attorney and Public Defender, and Juvenile Justice Special Growth Accounts. Funds in the
Local Innovation Account can be appropriated by the Board of Supervisors for use consistent
with any of the Law Enforcement sub-accounts. The recommended budget does not include an
estimate of resources for this new account as current year growth allocations are unknown at this
time.
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Details of the usage of 2011 Realignment funding for Law Enforcement Services is as follows:

BREAKDOWN OF LAW ENFORCEMENT DEPARTMENTAL USAGE

Law Enforcement Activities
Community Corrections:
Sheriff
Probation
Mental Health
Substance Abuse
Employers' Training Resource
District Attorney
Public Defender
District Attorney - Forensic Sciences
Community Based Organizations
Human Resources
Parks
Sheriff Capital Projects
Sheriff General Fund Reimbursement
Trial Court Security (Sheriff)
District Attorney/Public Defender:
District Attorney
Public Defender
Juvenile Justice:
Youthful Offender Block Grant (Probation)
Reentry (Probation)

Enhancing Law Enforcement Activities
Supplemental Law Enforcement:
Sheriff
Probation
District Attorney
Other Jurisdictions
Camp Funds (Probation)
Juvenile Probation Activities (Probation)
Booking Fees (Sheriff)
Rural Crime:
Sheriff
District Attorney
CalMMET:
Sheriff
District Attorney
Probation
Total Departmental Usage

Actual Final Budget Actual Recommended
FY 2014-15 FY 2015-16 FY 2015-16 FY 2016-17
$13,630,377 $15,035,458 $15,035,457 $15,218,045

10,616,601 14,781,976 12,684,779 14,046,534

2,494,789 4,073,503 4,073,503 2,629,134
1,796,877 1,558,567 2,065,024 2,629,134
436,472 843,238 843,238 533,560
1,256,366 1,335,773 1,335,773 1,484,687
680,009 749,629 749,629 831,270
148,653 163,484 163,484 181,720
1,979,056 6,932,986 6,998,274 1,059,386
44,738 80,837 80,837 0
12,000 30,000 4,500 0
385,512 0 0 0
1,249,547 0 0 0
10,109,708 10,614,297 10,326,063 10,597,283
238,477 304,919 304,919 367,173
238,477 304,920 294,985 367,173
3,892,260 5,107,317 4,654,646 4,244,820
481,255 737,738 646,587 588,056
688,784 606,049 606,049 732,186
2,602,306 2,438,914 2,438,913 2,418,555
268,037 251,208 251,208 249,111

1,790,941 2,520,862 2,374,311 2,520,862

2,700,000 4,298,370 4,298,370 3,299,214

4,194,122 4,084,267 4,054,524 3,900,314

732,680 776,037 776,037 732,680
365,882 335,550 335,550 340,251
181,109 166,084 166,084 168,422
1,064,632 856,832 854,863 872,663
126,232 117,389 117,389 117,389

0 117,389 119,358 117,389
$64,405,899 $79,223,593 $76,654,354 $70,247,011

County 0
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Support Services

The 2011 Realignment legislation allows for transfers between the two sub-accounts (Behavioral
Health and Protective Services) in the Support Services account. Ten-percent (10%) of the
amount deposited to the sub-account with the lowest balance can be transferred in from the other
sub-account. The recommended budget includes a 10% transfer from the Behavioral Health sub-
account to the Protective Services sub-account which was approved by resolution on June 21,
2016. The Board of Supervisors also has the discretion to establish a Support Services Reserve
sub-account up to five-percent (5%) from each sub-account's previous year's deposits. The FY
2016-17 recommended budget does not include the establishment of a Support Services Reserve.
Additional historical detail of the Support Services account is included in the tables below:

| SUPPORT SERVICES |

Actual Final Budget Actual Recommended
FY 2014-15 FY 2015-16 FY 2015-16 FY 2016-17
Beginning Fund Balance $4,931,198 $6,486,009 $6,486,009 $4,778,234
Revenue 101,156,241 107,718,996 108,556,630 112,651,131
Departmental Usage 99,601,430 113,041,771 110,264,405 113,386,577
Ending Fund Balance 6,486,009 1,163,234 4,778,234 4,042,788
Change in Fund Balance $1,554,811 ($5,322,775) ($1,707,775) ($735,446)

The Support Services account has two sub-accounts: Behavioral Health and Protective Services.
The Behavioral Health subaccount funds Drug Court, Drug and Non-drug Medical, Early and
Periodic Screening, Diagnostic, Treatment (EPSDT), and Mental Health Managed Care. The
Protective Services sub-account funds Adult Protective Services, Foster Care Administration,
Foster Care Assistance, Child Welfare Services, Child Abuse Prevention, Adoptions Assistance,
and Adoptions Administration. Ending fund balance available at June 30, 2015, in the amount of
$4 million was due to FY 14-15 Protective Services growth funds that were received in FY 2015-
16 and not transferred to the Human Services Direct Aid budget unit as well as FY 2012-13
Protective Services growth funds received during FY 2013-14 that were designated for the Crisis
Responder Unit, the Family Finding and Engagement Unit, and the Relative Assessment Unit in
the Department of Human Services. The recommended budget includes departmental usage of
$735,446 of the FY 2012-13 growth funds.

| BREAKDOWN OF SUPPORT SERVICES DEPARTMENTAL USAGE |

Actual Final Budget Actual Recommended
FY 2014-15 FY 2015-16 FY 2015-16 FY 2016-17

Behavioral Health

Mental Health $39,997,240 $39,892,290 $39,892,290 $40,716,900

Substance Abuse 3,438,156 3,429,195 3,429,195 6,262,413
Protective Services

Aging and Adult Services 1,400,469 1,601,725 1,588,942 1,474,474

Human Services Admin 22,982,892 23,214,665 23,127,127 26,538,984

Human Services Aid 31,307,480 44,447,866 41,736,171 37,867,070

Mental Health 288,867 277,217 298,281 320,218

Probation 186,326 178,813 192,399 206,518
Total Departmental Usage $99,601,430 $113,041,771 $110,264,405 $113,386,577
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CalWORKs MOE

Funding for the CalWORKs MOE comes from both Sales Tax and Vehicle License Fee
revenues. These funds originally funded Mental Health but, as part of 2011 Realignment, the
funds were diverted to CalWORKSs; and Mental Health now receives a monthly flat amount from
the new sales tax revenues brought in with the passage of Proposition 30. Funds received are
subsequently transferred to the fund used for assistance payments to CalWORKS clients. Below
is additional historical detail on the CalWORKs MOE account.

| CalWORKs MOE |

Actual Final Budget Actual Recommended

FY 2014-15 FY 2015-16 FY 2015-16 FY 2016-17
Beginning Fund Balance $0 $4,600,344 $4,600,344 $0
Revenue 42,652,415 36,534,114 35,632,383 36,534,114
Departmental Usage 38,052,071 41,134,458 40,232,727 36,534,114
Ending Fund Balance 4,600,344 0 0 0
Change in Fund Balance $4,600,344 (%$4,600,344) (%4,600,344) $0

| Breakdown of CalWORKs MOE Usage |

Actual Final Budget Actual Recommended

FY 2014-15 FY 2015-16 FY 2015-16 FY 2016-17
Human Services - Direct Aid $38,052,071 $36,534,114 $40,232,727 $36,534,114
Total Departmental Usage $38,052,071 $36,534,114 $40,232,727 $36,534,114
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Family Support

This fund was established in FY 2013-14 in accordance with Welfare and Institutions Code
17600.10(a)(5). Assembly Bill 85 (AB85) Redirection of 1991 State Health Realignment (2013)
was signed into law on June 27, 2013, in order to provide a mechanism for the State of California
to redirect a portion of the 1991 Realignment for Heath Services to the Family Support sub-
account at the State level in order to fund social service programs. This shift is due to the idea
that less health realignment is necessary as a result of the implementation of the Affordable Care
Act. Funds will be allocated to counties from the Family Support sub-account in lieu of State
general fund for CalWORKS assistance payments.

Detail on the Family Support fund is as follows:

| Family Support |

Actual Final Budget Actual Recommended
FY 2014-15 FY 2015-16 FY 2015-16 FY 2016-17
Beginning Fund Balance $0 $5,570,713 $5,570,713 $0
Revenue 46,527,426 32,137,087 29,706,198 32,137,087
Departmental Usage 40,956,713 32,137,087 35,276,911 32,137,087
Ending Fund Balance 5,570,713 5,570,713 0 0
Change in Fund Balance $5,570,713 $0 (%$5,570,713) $0

| Breakdown of Family Support Usage |

Actual Final Budget Actual Recommended
FY 2014-15 FY 2015-16 FY 2015-16 FY 2016-17
Human Services - Direct Aid $40,956,713 $32,137,087 $40,956,713 $32,137,087
Total Departmental Usage $40,956,713 $32,137,087 $40,956,713 $32,137,087
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The entire General Fund budget including operating transfers-in is $787 million; however, only
$304 million, or 39% is truly discretionary as seen in this pie chart.

FY 2016-17 Recommended Budget
General Fund Spending

Some
Discretion 39%

Required
Matches/Fixed
Obligations
11%

Required Matches /Fixed Obligations

No Discretion
Other program costs funded through user fees, federal
and State Aid

Some Discretion
Includes contributions to reserves and contingencies and
program costs funded by local revenue

Total General Fund Budget:

No Discretion
50%

$89,612,368
$393,528,868

$304,005,539

$787,146,775
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The countywide discretionary sources (including fund balance available and uses of reserves)
total $393,617,907 and are first obligated to pay for the required health and welfare mandated
maintenance of effort contributions and other fixed obligations, which total $89,612,368. The

remaining amount of $304,005,539 is available to fund departmental budgets’ Net County Cost
or other expenditures.

Shown below are the sources of the countywide discretionary sources of $393,617,910 for the
FY 2016-17 Recommended Budget:

FY 2016-17 Recommended Budget
Discretionary Sources by Category

Net Interest
Earnings, Rental
Income and
Royalties 1.6%

State and Federal
Aid 3.0%

CWCAPand
“\_Other Charges
2.1%

Other Revenues
0.2%
Operating
Transfers-In 2.1%

County of Kern - 2016-17 Recommended Budget




Discretionary General Funding 93

COUNTYWIDE DISCRETIONARY SOURCES WHICH PAY FOR NET COUNTY COST

FY 2016-17
FY 2015-16 FY 2015-16 FY 2015-16 Recommended
Countywide Discretionary Revenue Adopted Budget  Adjusted Budget Actual Budget

Property Related Revenue:
Current Secured, Unsecured, Unitary

$167,164,055

$160,981,774

$160,923,703

$145,684,116

VLF/Propety Tax Swap 96,844,431 96,965,046 96,965,046 91,428,420
Supplemental Property Tax 4,375,000 2,650,000 4,358,850 4,366,648
Property Transfer Tax 2,910,000 2,910,000 3,887,506 3,498,755
Penalty on Current Taxes 1,400,000 1,400,000 1,526,934 1,400,000
Prior Property Taxes, Penalties and Interest 7,998,300 11,011,224 10,578,249 114,215

Total Property Tax Related Revenue

Sales and Other Taxes:

$280,691,786

$275,918,044

$278,240,288

$246,492,154

Sales and Use Taxes $36,604,749 $36,604,749 $36,857,012 $39,726,260
Sales Tax/Property Tax Swap 7,732,415 8,232,092 8,377,664 -
Transient Occupancy Motel Tax 1,776,250 1,776,250 2,436,834 2,193,151
Hazardous Waste Facilities Tax 1,400,000 1,400,000 1,442,464 1,400,000
Franchise Fees 8,400,000 8,200,000 8,590,593 8,200,000
Other Taxes 309,480 414,252 576,663 231,396
Total Sales and Other Taxes $56,222,894 $56,627,343 $58,281,231 $51,750,807
Net Interest Earnings, Rental Income and Royalties 9,215,000 9,371,225 10,810,869 6,254,844
Countywide Cost Allocation Plan (CWCAP) 11,153,632 11,153,632 11,547,376 8,271,640
State and Federal Aid 8,277,929 12,490,997 13,837,200 11,801,857
Other Revenue 455,000 455,000 1,035,301 595,213
Operating Transfers-In 6,400,000 6,400,000 6,452,644 8,400,000
Total Countywide Discretionary Revenue $372,416,241 $372,416,241  $380,204,909 $333,566,515
Other Funding Sources
Available Fund Balance $37,157,102 $37,157,102 $37,157,102 $41,653,751
Use of Reserves/Designations 914,342 914,342 7,607,233 18,397,641
Total Other Funding Sources $38,071,444 $38,071,444 $44,764,335 $60,051,392
Total Countywide Discretionary Revenue and
Other Funding Sources $410,487,685 $410,487,685 $424,969,244 $393,617,907

The FY 2016-17 discretionary general funding of $393,617,907 includes Countywide
Discretionary Revenue of $334 million and Other Funding Sources of $60 million.

Countywide Discretionary Revenue

Property Related Revenue accounts for over 62% of countywide discretionary revenue and other
funding sources. These revenues are affected by the housing market in the County. The median
price of a home in the County has started to rise and the volume of home sales remains relatively
stable. Rising home prices are also leading to value being added back to the assessment roll for
valuations that had been reduced through Proposition 8 reassessments. Approximately 15% of
the County’s total assessed valuation is comprised of oil and gas properties. Oil and gas
properties have seen a significant decline in assessed value as a result of a lower market price per
barrel of oil. Assessed value for oil and gas property declined 34% from FY 2015-16. Oil and
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gas property tax revenue equates to approximately $26 million, or 8% of the County’s
countywide discretionary revenue.

The FY 2016-17 Recommended Budget anticipates a 4.3% decrease in the assessed valuation of
properties within the County. This is the second year of assessed valuation decline which was
8.8% in FY 2015-16 related to oil and gas properties. The anticipated decrease in the assessed
valuation compares to actual assessed valuation increases of 1.4% in FY 2011-12, 7.6% in FY
2012-13, 2.2% in FY 2013-14, and an increase of 5.9% in FY 2014-15.

Countywide Assessed Valuation

10 Years (in Billions)
$100

$90

0,
$80 mey, o0 218%  14.98%
35.4% :

$70 | 229 24 oy 827%  842%
$60
$50

$40

67.8% 78.2% 85.02%

$30 [ 728%  70.6% 71505  67.3% 658y  646% — 074%

$20

$10

$0 2007-08  2008-09  2009-10 2010-11  2011-12 2012-13  2013-14 2014-15 2015-16 2016-17
Total $79.66 $83.41 $78.27 $82.79 $83.96 $90.34 $92.30 $97.78 $89.20 $85.40
Change  11.9% 4.7% -6.2% 5.8% 1.4% 7.6% 2.2% 5.9% -8.8% -4.3%

QOil & Gas Non Oil & Gas

Elimination of Redevelopment Agencies

A portion of the General Fund’s property tax revenue is pass-through of property tax increment
from Redevelopment Areas. Redevelopment Agencies were dissolved as of February 1, 2012,
pursuant to ABx1 26. Pursuant to ABx1 26, revenues that would have been directed to the
dissolved Redevelopment Agencies will continue to be used to make pass-through payments to
other public agencies (i.e., payments that such entities would have received under prior law). In
addition, the State projects that the elimination of Redevelopment Agencies will provide
additional property tax revenue for local public agencies, including the County. The County has
not budgeted any additional property tax revenue that might result from the dissolution of
Redevelopment Agencies pursuant to ABx1 26, but does continue to budget for pass-through
payments consistent with the legislation.

The Teeter Plan

The Teeter Plan is an alternate property tax distribution procedure authorized by the California
Legislature in 1949, and implemented by the County in FY 1993-94. Generally, the Teeter Plan
provides for a property tax distribution procedure by which secured roll taxes are distributed
based on the tax levy, rather than on the basis of actual tax collections, for agencies that elect to
participate in the Teeter Plan (including the County general fund). Under the Teeter Plan, the
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County advances each participant an amount equal to the participant’s Teeter Secured Levy
(adjusted at year end for corrections to the assessment roll) that remains unpaid at the end of the
fiscal year. In return, the County receives all future delinquent tax payments, penalties and
interest. The County bears the risk of loss on the delinquent property taxes but benefits from the
penalties and interest associated with these delinquent taxes when they are paid. Under the
Teeter Plan, the County is also required to establish a Tax Loss Reserve Fund to cover losses that
may occur as a result of sales of tax-defaulted properties.

The Teeter Secured Levy includes each participating agency’s share of the 1% ad valorem
secured levy, plus any ad valorem levy for the debt service of voter-approved general obligation
bonds. Not included in the Teeter Secured Levy are supplemental roll revenues, special
assessments, utility roll revenues, or property tax passthrough amounts from Redevelopment
Agencies within the County (see ‘Elimination of Redevelopment Agencies’ above).

As a participant in the Teeter Plan, the County General Fund receives its entire share of the
Teeter Secured Levy, regardless of delinquencies. The County’s Tax Loss Reserve Fund receives
all participating agencies share of the penalties and interest associated with the delinquent taxes
advanced under the Teeter Plan once they are paid. These interest and penalties, accounted for as
an operating transfer-in from the Tax Loss Reserve Fund in countywide discretionary revenue,
are projected to increase by $2 million from FY 2015-16.

The following paragraphs describe the components of property related revenue in detail:

Current Secured, Unsecured, Unitary

Secured Property Tax Revenue makes up approximately $131 million of the $146 million in the
FY 2016-17 “Current Secured, Unsecured, Unitary” budgeted revenue number, down from $161
million in the FY 2015-16 Adjusted Budget. This reflects a projected decrease in assessed
valuation of 4.3%. The County has not budgeted any additional property tax revenue that might
result from the dissolution of Redevelopment Agencies pursuant to ABx1 26, but does continue
to budget for pass-through payments consistent with ABx1 26 (see ‘Elimination of
Redevelopment Agencies’ on the previous page).

VLF/Property Tax Swap

Historically, approximately three-fourths of Vehicle License Fee (VLF) revenue was allocated to
cities and counties as general purpose funding. Beginning in FY 1998-99, the State reduced the
VLF payment required from vehicle owners. However, the State made up the revenue impact of
the VLF rate reductions with State general fund revenue (the ‘VLF Backfill’).

The VLF Backfill was eliminated in the FY 2004-05 State Budget. In that year, the VLF Backfill
to cities and counties was permanently replaced with an equivalent increase in property tax
revenues (VLF/Property Tax Swap revenues). This increase was funded by decreases in property
tax revenues allocated to schools and community colleges.

For FY 2004-05, the State established the base amount of the VLF/Property Tax Swap. The base
is equal to the amount of VLF backfill that the counties and cities would have received in FY
2004-05, calculated using actual VLF receipt amounts for FY 2004-05. For years beginning in
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FY 2005-06, the VLF/Property Tax Swap amount is calculated using the prior year
VLF/Property Tax Swap amount adjusted by the percent change in assessed valuation. This
percent change includes both secured and unsecured assessed valuation, but excludes the change
in unitary valuations. The FY 2016-17 revenue estimate as compared to the FY 2015-16
Adjusted Budget reflects the projected decrease in assessed valuation of 4.3%.

Supplemental Property Tax

Supplemental Property Tax payments are required from property owners when there is a change
in the assessed valuation of their property after the property tax bill for that year has been issued.
Generally, there are two types of events that will require a supplemental property tax payment: a
change in ownership or the completion of new construction. As a result, when property values
have been increasing and sales activity is high, there will be an increase in the number and dollar
amount of supplemental property tax bills, which will result in increased supplemental property
tax revenue to the County. Conversely, when home values are decreasing, refunds may be due to
homeowners, and supplemental property tax revenues will decrease. Because the collection of
these revenues may not occur for one to two years after the sale of the property, supplemental
property tax revenue will generally lag the reality in the housing market by at least a year.

Property Transfer Tax

The Property Transfer Tax is collected when any lands, tenements, or other realty sold within the
County is granted, assigned, transferred, or otherwise conveyed to or vested in the purchaser.
The tax is imposed when the value of the property exceeds $100. The tax rate is $0.55 for each
$500 of property value. For sales in the unincorporated areas of the County, the County receives
100% of the tax. For sales in those cities that have adopted the transfer tax, the County receives
50%. The County anticipates that property transfer tax will total $3.5 million in FY 2016-17,
which is slightly less than FY 2015-16 revenue.

Sales and Use Tax

Countywide discretionary revenue includes 1.0% of the 7.50% sales tax rate charged on
purchases made in the unincorporated areas of the County. When preparing the annual budget,
the County projects future sales tax revenue based on data provided the County’s sales tax
consultant. For FY 2016-17, Sales and Use Tax revenue is anticipated to decrease by $5.5
million or 12% from FY 2015-16 Actual as a result of one-time use tax collections in the
previous year and a depressed local economy associated with the oil and gas industry.

Elimination of the Sales Tax/Property Tax Swap of .25%

Effective with the fiscal year that began on July 1, 2004, the State changed the way sales tax
revenue is distributed to counties and cities. Prior to that time, counties and cities received 1.0%
of the State’s based sales tax rate. Pursuant to new provisions enacted by the legislature, this
1.0% share of sales tax was reduced by 0.25%, to 0.75%. The additional 0.25% in sales tax
revenue was redirected to the State to be used to fund debt service on the California Economic
Recovery Bonds, which were approved by the voters as Proposition 57. In return, counties and
cities receive additional property tax revenue (funded by reducing the schools’ share of property
tax revenue) in an amount equal to 0.25% sales tax revenues forgone. The State General Fund
then made up the loss of property tax revenue to the schools. This change is referred to as the
‘Triple Flip’. The Triple Flip was designed to replace sales tax revenue on a dollar for dollar
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basis with property tax revenue. In practice, the additional property tax revenue paid to the
counties and cities each year is based on an estimate of the agencies’ sales tax revenue for the
year plus a ‘true-up’ from the prior year. This true-up represents the difference between the
additional property tax revenue paid to the local agency and the actual amount of sales tax
revenue (the 0.25%) lost by the local agency.

Since 2013-14, both components of discretionary sales tax revenue (Sales and Use Tax
Allocation of 0.75%, and Sales Tax/Property Tax Swap) are combined and reported together as
Sales and Use Tax in the Countywide Discretionary Sources Which Pay for Net County Cost
chart found earlier in this section. However, the Triple Flip expired December 31, 2015 with the
final payment of the California Economic Recovery Bonds in August 2015. Effective January 1,
2016, the County’s share of the base sales tax rate was restored to the full 1.0%

FY 2016-17 ongoing sales tax revenue in the unincorporated area is projected to total $39.7
million.

Sales and Use Tax
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Sales Tax Sales Tax/Property Tax Swap

Net Interest Earnings

Net interest earnings for FY 2016-17 are projected at $6.3 million. This is $3 million less than
the FY 2015-16 Adjusted Budget amount. Approximately $4 million of the interest earnings is
associated with a discount for the prepayment of the County’s retirement contribution in July in
lieu of periodic payments as payroll is processed throughout the fiscal year.

CWCAP (Countywide Cost Allocation Plan) Revenue

The budgeted CWCAP Revenue amount reflects the recovered allowable costs included in the
FY 2016-17 Countywide Cost Allocation Plan (CWCAP) published by the Auditor-Controller.
CWCAP revenue is reimbursement for overhead/indirect costs incurred by the General Fund.
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Reimbursements are received from various state and federal grant programs (that permit such
reimbursement) and fee supported General Fund departments and taxing entities such as Board-
governed Special Districts. The County anticipates a decrease in CWCAP revenue in an amount
of $2.9 million from these departments and agencies in FY 2016-17.

State and Federal Aid

State and federal aid consists of a payment from the welfare realignment trust fund, which
replaced the state revenue stabilization program and excess Vehicle License Fee (VLF) revenue.
It also includes revenues received from the federal government’s Payment in Lieu of Taxes
(PILT) program. The County receives revenue from the federal government’s Payment in Lieu of
Taxes (PILT) program. PILT program eligibility is reserved to local governments that contain
non-taxable federal lands and provide vital services, such as public safety, housing, social
services and transportation. Using a formula provided by statute, the annual PILT payments to
local governments are computed based on the number of acres of federal entitlement land within
each county or jurisdiction and the population of that county or jurisdiction. The funding for this
program is considered each year within the federal budget. The County has received about $2.4
million each year from this program since 2008. The County expects to receive $2.6 million in
FY 2016-17 which is slightly less than what was received in FY 2015-16.

It is anticipated that State and federal aid revenue will decline slightly from the FY 2015-16
Adjusted Budget.

Other Revenue

Other revenue includes voided warrants issued by the County, projected transfers of unclaimed
property tax refunds to the General Fund, the county share of vehicle code violation revenue, and
other miscellaneous revenues. The County anticipates this revenue will remain flat for FY 2016-
17.

Operating Transfers-In

The budget includes two ongoing transfers-in from other governmental funds of the County; $8
million from the Tax Loss Reserve Fund (Teeter Plan) and $400,000 in interest earned on funds
held in the County’s Tobacco Endowment Fund.

Other Funding Sources

Fund Balance and Reimbursements

The FY 2015-16 year-end fund balance for the General Fund is $41.7 million. This reflects fund
balance that is available for appropriation. Fund balance is typically the result of unspent General
Fund contingencies, departmental cost savings, and additional revenue. The fund balance also
includes the reclassification of $3 million of non-spendable fund balance in accordance with
Governmental Accounting Standards Board (GASB) Statement 54, which requires the reserve of
funds loaned out that will not be available for spending in the budget cycle. The reclassification
is associated with a cash advance to the new jail project during construction necessary due to
time lags for reimbursement from the State.
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Use of Reserves and Designations

The FY 2016-17 Recommended Budget anticipates the use of $4,855,454 from the Retirement
designation for costs associated with the County’s strategic plan to cover anticipated retirement
cost escalation for General Fund departments over a seven year period, the transfers of the
Environmental Health Enhancement Program and Displaced Tenants designations of $91,403
and $20,000, respectively to the new Environmental Health Special Revenue Fund, the use of
$670,000 in East Kern Revitalization Area designation for project and administration costs, the
use of $6 million KMC Working Capital designation to increase the Working Capital designation
for Department of Human Services, and the use of $6 million of other reserves and designations
for operations as part of a multi-year deficit mitigation plan. Generally, the funds released from
these reserves, along with other one-time monies of the County, are recommended to be used to
fund one-time capital projects and other one-time expenditures or to increase contingencies.
However, as indicated, the County is implementing a Four-Year Deficit Mitigation Plan that
requires the use of reserves for operations on a temporary basis. See County Fiscal Plan section.
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Net County Cost

Countywide discretionary revenue is allocated as Net County Cost to various General Fund
departments within the County. The pie chart below shows what percentage of the Net County
Cost is allocated to each of the groups.

FY 2016-17 Recommended Budget
Net County Cost by Function

Public Ways and
Facilities1.4%

Health and Sanitation
9.5%

Public Assistance
6.4%

~ Education 1.9%

Recreationand
Culture 2.7%

\Debt Service 2.7%

\Contingencies and
Reserves9.8%

The schedule on the following page shows a comparison of FY 2015-16 adjusted Net County
Cost and FY 2016-17 recommended Net County Cost by department. This schedule also includes
requirements and sources, including operating transfers, which are mechanisms to move funding
between the various county budget units. Operating transfers are presented in the following chart
because the intended purpose is to provide a complete picture of the department’s requirements
and sources. Operating transfers are excluded from the countywide appropriation and revenue
summaries presented in the County Budget Summary section of the FY 2016-17 Recommended
Budget book, as their inclusion would overstate countywide appropriation and revenue on a
consolidated basis.

For FY 2016-17, departments were requested to submit budgets with up to 5.0% less Net County
Cost allocation than FY 2015-16. The reduction totaling $15.3 million is assisting to mitigate an
annual deficit resulting from losses in property tax revenue related to oil and gas properties.
Excluding capital and major maintenance projects and other one-time allocations, the Net
County Cost allocations to departments decreased by approximately $20 million from FY 2015-
16. While departments incurred a 5.0% Net County Cost reduction, they also received an
allocation totaling $4.9 million to cover pension escalation as part of Year 2 of 7 of the fiscal

County of Kern 2016-17 Recommended Budget




102

Discretionary General Funding

strategy to mitigate pension cost escalation until FY 2022-23. Additionally, General Fund
departments were allocated $1 million to cover an increase in workers’ compensation and
general liability costs.

Net County Cost Allocations By Department

2015-16 Adjusted Budget

2016-17 Recommended Budget

Change from 2015-16 Adjusted Budget to
2016-17 Recommended Budget

Budget
Unit Department Title Requirements Sources  Net County Cost Requirements Sources  Net County Cost Requirements Sources Net County Cost
1011 Board of Supervisors-Dist 1 $583,649 $0 $583,649 $576,811 $0 $576,811 ($6,838) $0 ($6,838)
1012 Board of Supervisors-Dist 2 562,991 - 562,991 508,977 - 508,977 (54,014) - (54,014)
1013 Board of Supervisors-Dist 3 548,470 - 548,470 539,296 - 539,296 (9,174) - (9,174)
1014 Board of Supervisors-Dist 4 590,603 - 590,603 554,664 - 554,664 (35,939) - (35,939)
1015 Board of Supervisors-Dist 5 534,946 - 534,946 525,706 - 525,706 (9,240) - (9,240)
1020 Administrative Office 3,830,889 96,000 3,734,889 3,974,545 78,100 3,896,445 143,656 (17,900) 161,556
1030 Clerk of The Board 896,795 109,600 787,195 941,592 88,100 853,492 44,797 (21,500) 66,297
1040 Special Services 5,998,819 457,500 5,541,319 5,161,181 25,000 5,136,181 (837,638) (432,500) (405,138)
1110 Auditor-Controller 6,447,501 800,305 5,647,196 6,394,301 958,814 5,435,487 (53,200) 158,509 (211,709)
1120 Treasurer-Tax Collector 6,529,770 5,068,953 1,460,817 6,462,987 5,142,349 1,320,638 (66,783) 73,396 (140,179)
1130 Assessor 11,823,620 2,747,361 9,076,259 12,404,086 3,233,707 9,170,379 580,466 486,346 94,120
1160 Information Technology Service 15,704,550 5,127,684 10,576,866 10,011,562 4,755,402 5,256,160 (5,692,988) (372,282) (5,320,706)
1210 County Counsel 15,537,473 6,514,585 9,022,888 11,875,270 6,843,780 5,031,490 (3,662,203) 329,195 (3,991,398)
1310  Human Resources 4,627,515 1,699,524 2,927,991 4,176,417 1,343,390 2,833,027 (451,098) (356,134) (94,964)
1420 Elections 5,201,127 1,617,396 3,583,731 4,130,726 690,800 3,439,926 (1,070,401) (926,596) (143,805)
1610 General Services 12,044,930 2,529,608 9,515,322 11,453,785 2,296,192 9,157,593 (591,145) (233,416) (357,729)
1615 Utility Payments-Div Gen Serv 8,870,644 4,450,721 4,419,923 9,022,850 4,246,108 4,776,742 152,206 (204,613) 356,819
1640 Construction Serv-Div Gen Serv 1,196,903 964,230 232,673 906,968 660,200 246,768 (289,935) (304,030) 14,095
1650 General Srvcs-Major Maint 17,353,378 3,966,192 13,387,186 6,433,108 6,155,109 277,999 (10,920,270) 2,188,917 (13,109,187)
1812 Board of Trade 730,804 105,685 625,119 1,421,625 455,187 966,438 690,821 349,502 341,319
1900 Engineering & Survey Services 4,503,623 2,486,886 2,016,737 3,094,782 1,252,641 1,842,141 (1,408,841) (1,234,245) (174,596)
1910  Risk Management 4,522,831 4,522,831 - 4,246,700 4,246,700 - (276,131) (276,131) -
1960 Capital Projects 11,761,032 11,891,623 (130,591) 4,210,036 4,190,907 19,129 (7,550,996) (7,700,716) 149,720
General Government Subtotal: _ $140,402,863  $55,156,684 $85,246,179 $109,027,975  $46,662,486 $62,365,489 ($31,374,888)  ($8,494,198)  ($22,880,690)
2110 Contri-Trial Court Funding $17,161,772  $10,628,119 $6,533,653 $17,165,381  $10,631,728 $6,533,653 $3,609 $3,609 $0
2116 County Clerk 636,767 549,262 87,505 620,691 567,300 53,391 (16,076) 18,038 (34,114)
2120 Local Emergency Relief 1,500,000 - 1,500,000 1,000,000 - 1,000,000 (500,000) - (500,000)
2160 Grand Jury 190,013 - 190,013 183,259 - 183,259 (6,754) - (6,754)
2170 Indigent Defense Services 7,557,000 1,337,000 6,220,000 7,557,000 1,337,000 6,220,000 - - -
2180 District Attorney 37,082,117 18,847,126 18,234,991 36,416,716 18,442,095 17,974,621 (665,401) (405,031) (260,370)
2190 Public Defender 17,251,043 7,506,413 9,744,630 17,161,248 7,532,559 9,628,689 (89,795) 26,146 (115,941)
2200 Forensic Sciences-Div of D.A. 7,420,745 1,018,712 6,402,033 7,428,796 1,082,158 6,346,638 8,051 63,446 (55,395)
2210 Sheriff-Coroner 218,661,832 99,197,718 119,464,114 214,336,886 98,944,131 115,392,755 (4,324,946) (253,587) (4,071,359)
2340 Probation 90,831,159 56,399,047 34,432,112 89,540,493 54,968,471 34,572,022 (1,290,666) (1,430,576) 139,910
2416 Contribution to Fire Fund - - - 7,842,978 - 7,842,978 7,842,978 - 7,842,978
2610 Agriculture and Measure Standards 7,125,196 5,169,054 1,956,142 7,345,136 5,467,518 1,877,618 219,940 298,464 (78,524)
2620 Code Compliance 2,484,051 606,275 1,877,776 1,876,262 528,635 1,347,627 (607,789) (77,640) (530,149)
2705 Contribution to Recorder 497,000 497,000 - 530,021 530,021 - 33,021 33,021 -
2730 Development Services Agency 1,399,448 832,964 566,484 1,502,703 947,625 555,078 103,255 114,661 (11,406)
2750 Planning and Natural Resources 13,786,660 10,137,155 3,649,505 12,655,939 8,847,839 3,808,100 (1,130,721) (1,289,316) 158,595
2760 Animal Services 7,567,256 1,853,651 5,713,605 7,080,588 1,806,897 5,273,691 (486,668) (46,754) (439,914)
Public Protection Subtotal: __ $431,152,059 $214,579,496  $216,572,563 $430,244,097  $211,633,977  $218,610,120 ($907,962)  ($2,945,519) $2,037,557
3016 Contribution to Public Works $6,264,238 $0 $6,264,238 $4,997,910 $0 $4,997,910 -$1,266,328 $0 ($1,266,328)
3201 Contribution to Airports 278,753 - 278,753 328,473 - 328,473 49,720 - 49,720
Public Ways and Facilities Subtotal: $6,542,991 $0 $6,542,991 $5,326,383 $0 $5,326,383 ($1,216,608) $0 ($1,216,608)
4110 Public Health $28,985,813  $22,664,220 $6,321,593 $30,532,490  $23,786,349 $6,746,141 $1,546,677 $1,122,129 $424,548
4127 Contribution to Mental Health 1,942,439 863,626 1,078,813 1,609,068 628,419 980,649 (333,371) (235,207) (98,164)
4134 Contribution to Environmental Health - - - 209,174 97,771 111,403 209,174 97,771 111,403
4200 Emergency Medical Services 1,542,024 1,302,456 239,568 1,507,595 1,338,229 169,366 (34,429) 35,773 (70,202)
4202 KMC-County Contribution 37,284,245 2,310,769 34,973,476 30,499,376 1,708,963 28,790,413 (6,784,869) (601,806) (6,183,063)
4300 California Children Services 9,105,402 8,651,370 454,032 9,005,289 8,564,746 440,543 (100,113) (86,624) (13,489)
Health and Sanitation Subtotal: $78,859,923  $35,792,441 $43,067,482 $73,362,992  $36,124,477 $37,238,515 ($5,496,931) $332,036 ($5,828,967)
5121 Contribution for Human Services $118,367,116  $79,935,799 $38,431,317 $18,136,795 $1,469,386 $16,667,409  ($100,230,321) ($78,466,413)  ($21,763,908)
5125 Contribution for Human Services Aid $0 $0 - $74,224,639  $67,770,633 6,454,006 74,224,639 67,770,633 6,454,006
5510 Veterans Service 1,841,955 450,000 1,391,955 1,833,073 341,431 1,491,642 (8,882) (108,569) 99,687
5611 Aging and Adult-County Contribution 1,521,489 722,439 799,050 1,504,471 745,373 759,098 (17,018) 22,934 (39,952)
5810 IHSS-County Contribution 8,079,327 8,079,327 - 8,335,805 8,335,805 - 256,478 256,478 -
5923 Employers Trng Resource-Adm 12,983,681 12,983,681 - 12,913,760 12,913,760 - (69,921) (69,921) -
5940  Community Development Prog Agy 1,507,646 1,507,646 - 1,445,463 1,445,463 - (62,183) (62,183) -
Public Assistance Subtotal: _$144,301,214 $103,678,892 $40,622,322 $118,394,006  $93,021,851 $25,372,155 ($25,907,208) ($10,657,041)  ($15,250,167)
6210 Library $8,154,012 $725,704 $7,428,308 $7,715,135 $495,500 $7,219,635 ($438,877) ($230,204) ($208,673)
6310 Farm & Home Advisor 480,849 1,442 479,407 450,848 272 450,576 (30,001) (1,170) (28,831)
Education Subtotal: $8,634,861 $727,146 $7,907,715 $8,165,983 $495,772 $7,670,211 ($468,878) ($231,374) ($237,504)
7100 Parks & Recreation Department $12,850,831 $2,114,651 $10,736,180 $12,619,815 $2,106,386 $10,513,429 ($231,016) ($8,265) ($222,751)
Recreation and Culture Subtotal: $12,850,831 $2,114,651 $10,736,180 $12,619,815 $2,106,386 $10,513,429 ($231,016) ($8,265) ($222,751)
8120 Debt Service - General Fund $23,050,508  $12,304,510 $10,745,998 $14,229,917 $3,483,919 $10,745,998 ($8,820,591)  ($8,820,591) $0
Debt Service Subtotal: $23,050,508  $12,304,510 $10,745,998 $14,229,917 $3,483,919 $10,745,998 ($8,820,591)  ($8,820,591) $0
GENERAL FUND DEPARTMENT SUBTOTAL: $845,795,250 $424,353,820  $421,441,430 $771,371,168 $393,528,868  $377,842,300 ($74,424,082) ($30,824,952)  ($43,599,130)
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Net County Cost Allocations by Department - Continued

Change from 2015-16 Adjusted Budget to

2015-16 Adjusted Budget 2016-17 Recommended Budget 2016-17 Recommended Budget

Budget

Unit Department Title Requirements Sources  Net County Cost  Requirements Sources  Net County Cost Requirements Sources Net County Cost

1970 Appropriations for Contingencies $3,545,509 $3,545,509 $9,375,607 $9,375,607 $5,830,098 $5,830,098
Reserve - Tax Litigation 1,045,146 1,045,146 1,000,000 (1,000,000) (1,045,146) 1,000,000 (2,045,146)
Desig- DHS Working Capital 4,000,000 4,000,000 6,000,000 6,000,000 2,000,000 2,000,000
Desig-Renewbiz 1,139,668 78,761 1,060,907 670,000 (670,000) (1,139,668) 591,239 (1,730,907)
Desig-Blight Remediation 328,000 490,000 (162,000) - (328,000) (490,000) 162,000
Desig-Retirement 1,255,268 (1,255,268) 4,855,454 (4,855,454) - 3,600,186 (3,600,186)
Desig-Infrastructure Replacmnt 2,520,820 1,500,000 1,020,820 5,760,784 (5,760,784) (2,520,820) 4,260,784 (6,781,604)
Desig- Environ. Health Enhancement 919 (919) 91,403 (91,403) 90,484 (90,484)
Desig- Envir. Health Displaced Tenants 20,000 20,000 20,000 (20,000) (40,000)
Design- Fire Station 64 Replacement 270,000 (270,000) - (270,000) 270,000
Design- Road Improvements 400,000 400,000 400,000 400,000 -
Design- KC Museum Capital Project 750,000 (750,000) - 750,000
Desig-KMC Working Capital 14,617,058 14,617,058 6,000,000 (6,000,000) (14,617,058) 6,000,000 (20,617,058)
Desig-Info Technology Projects 192,657 192,657 - (192,657) (192,657)
Desig- Jail Operations 6,000,000 6,000,000 - (6,000,000) (6,000,000)
Desig-Westarz EOA 101,705 101,705 - (101,705) (101,705)
Desig-Lost Hills EOA 125,000 125,000 (125,000) (125,000

Contingencies and Reserves Subtotal: $34,035,563  $4,344,948 $29,690,615 $15,775,607  $18,397,641  ($2,622,034) ($18,239,956)  $14,782,693  ($32,312,649)

TOTAL COUNTYWIDE ALLOCATED COSTS:  $879,830,813 $428,698,768  $451,132,045 $787,146,775 $411,926,509  $375,220,266 ($92,664,038) ($16,042,259)  ($75,911,779)

The General Fund Department subtotal from the previous page shows a reduction in Net County
Cost of $43.6 million. The primary cause of this decrease is associated with a 5% reduction of
NCC allocation to departments from FY 2015-16 totaling $15.3 million and a one-time $14
million allocation to the Contribution for Human Services last fiscal year. Another significant
decrease of nearly $6.2 million is the allocation to Kern Medical Center for operations as a result
of the transfer of the hospital to a Hospital Authority. The remaining amount of $8.1 million is
primarily associated with a $13 million reduction in allocation to Major Maintenance projects
offset by an increase in allocation for a Contribution to the Fire Fund for fire protection services.
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Contingencies

The County Contingencies includes the following elements that are itemized in the budget
presentation for budget unit 1970 Appropriations for Contingencies:

1% Locally Funded Appropriation for Contingencies

In accordance with policy, the County maintains an appropriated contingency to accommodate
unanticipated operational changes, legislative impacts or other economic events affecting the
County’s operations, which could not have reasonably been anticipated at the time the budget
was prepared. Funding is targeted at 1% of locally funded appropriation.

Uncertainties Contingencies

The County maintains an amount appropriated for other general uncertainties that departments
may encounter such as emergency maintenance projects and other unforeseen circumstances.

Other Specific Purpose Contingencies

On occasion, the Board of Supervisors may approve the set aside of appropriations for
contingencies associated to specific purposes with potential costs to be incurred during the fiscal
year but are not certain at the time of budget hearings.

FY 2015-16 FY 2015-16 FY 2015-16 FY 2016-17

Adopted Approved Adjusted Recommended
Contingencies Budget Contributions/(Uses) Budget Budget
Mandatory Contingencies $ 4,000,000 $ (1,041,382) $ 2,958,618 $ 4,000,000
(1% of Locally Funded Appropriation)
Uncertainties Contingencies 500,000 (500,000) - 500,000
Other Specific Purpose Contingencies 3,270,110 (2,683,219) 586,891 4,875,607
Total Contingencies $ 7,770,110 $ (4,224,601) $ 3,5455509 $ 9,375,607

FY 2016-17 1% Locally Funded Appropriation for Contingencies

The base allocation to the 1% Locally Funded Appropriation for Contingencies is $3,335,665,
based on projected locally funded appropriation of $334 million. The amount budgeted for FY
2016-17 is $4,000,000.

FY 2016-17 Uncertainties Contingencies

The recommend budget includes $500,000 for uncertainties contingencies that may arise
throughout the fiscal year for emergency maintenance projects and other unforeseen
circumstances departments may encounter.
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FY 2016-17 Other Specific Purpose Contingencies

In addition to the standard general purpose contingencies identified above, the recommended
budget includes $4,875,607 in the following specific set asides:

e $200,000 for Animal Services for spay/neuter activities
e $4,000,000 for potential uninsured litigation costs
e $675,607 for potential cost coverage to maintain Fire Station 13 open all year
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Reserves and Designations

The County has a number of reserves and designations that have been established over the years.
Some are for specific purposes, such as to meet future known obligations or for capital projects.
The general purpose reserve are funds held to protect the County from unforeseen increases in
expenditures or reductions in revenues, or other extraordinary events, which would harm the
fiscal health of the County. The Board of Supervisors approved a reserve policy that includes a
County General Purpose reserve target of 10% of locally funded appropriation and the Tax
Litigation reserve target is 10% of the General Fund’s contingent liability of property tax
assessment appeals. The Board of Supervisors has also established specific purpose designations
to help meet future needs.

6/30/2015 Approved FY 2015-16 6/30/2016 Recommended FY 2016-17 6/30/2017
Account Ending Balance Contributions Uses Ending Balance Contributions Uses Estimated Balance
Reserve - General Purpose 2134 $ 40,000,000 $ 40,000,000 $ 40,000,000
Reserve - Tax Litigation 2136 5,579,614 1,045,146 6,624,760 (1,000,000) 5,624,760
Designation - DHS Working Capital 2150 16,452,848 4,000,000 20,452,848 6,000,000 26,452,848
Designation - East Kern Revitalization Area 2152 352,289 1,139,668 (78,761) 1,413,196 (670,000) 743,196
Designation - Countywide Blight Remediation 2153 872,000 328,000 (490,000) 710,000 710,000
Designation - Retirement 2155 18,868,598 (1,255,268) 17,613,330 (4,855,454) 12,757,876
Designation - Infrastructure Replacement (Wind 2156 13,922,895 2,520,820  (1,500,000) 14,943,715 (5,760,784) 9,182,931
Designation - Environmental Health Enhanceme 2157 92,322 (919) 91,403 (91,403) -
Designation - Environ. Health Displaced Tenan 2160 - 20,000 20,000 (20,000) -
Designation - Fire Station 64 Replacement 2166 625,000 (270,000) 355,000 355,000
Designation - Road Improvements 2170 400,000 400,000 400,000 800,000
Designation - KC Museum Capital Project 2171 750,000 (750,000) - -
Designation - Lost Hills (EOA) 2175 125,000 125,000 125,000
Designation - KMC Working Capital 2178 30,206,012 14,617,058 44,823,070 (6,000,000) 38,823,070
Designation - Information Technology Projects 2179 192,657 192,657 192,657
Designation - Sheriff's Aircraft 2180 1,193,375 1,193,375 1,193,375
Designation - WESTARZ (EOA) 2181 46,000 101,705 147,705 147,705
Designation - Jail Operations 2182 1,500,000 6,000,000 7,500,000 7,500,000
TOTAL $130,460,953  $30,490,054  $(4,344,948) $ 156,606,059 $ 6,400,000 $(18,397,641) $ 144,608,418

FY 2015-16 Contributions

The County’s reserve policy requires a General Purpose reserve targeted at 10% of locally
funded appropriation. For FY 2015-16, the balance in the General Purpose reserve was 10.74%
of locally funded appropriation. As the target was met, no contributions to this account were
recommended. The Tax Litigation reserve balance of $6.6 million at June 30, 2016 was 10.0%
of the contingent liability of property tax assessment appeals, meeting the target goal of 10%.

Other contributions made to designations were as follows:

e $4,000,000 contribution to the Department of Human Services (DHS) Working Capital
designation to support increased cashflow advances to the department.

e $1,139,668 contribution to the Eastern Kern Revitalization Area designation from wind
energy property tax increment for the Renewable Energy Neighborhood Enhancement
Wind Business Investment Zone (RENEWBIZ) program.

e $328,000 contribution to the Countywide Blight Remediation designation from wind
energy property tax increment to address blight and the associated problems that are a
result of deteriorated and abandoned properties.
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e $2.5 million contribution to the Infrastructure Replacement designation for continued set
aside of 50% of property tax increment from wind energy properties.

e $20,000 contribution to the Environmental Health Displaced Tenants designation to set
aside settlement funds for the purpose of assisting tenants displaced as a result of
enforcement actions.

e $400,000 contribution for the Road Improvements designation for road improvement
funding per the mitigation agreement with Clean Harbors, Inc.

e $125,000 contribution for the Lost Hills Economic Opportunity Area designation for the
property tax increment generated in this area.

e $14.6 million contribution to the KMC Working Capital designation to assist with
cashflow shortfalls due to the timing of collections.

e $192,657 contribution to the Information Technology Projects designation for the
purchase of equipment

e $101,705 contribution for the WESTARZ Economic Opportunity Area designation for
the property tax increment generated in this area.

e $6 million contribution for the Jail Operations designation for the first of five year plan to
set aside 1.4% in Net General Fund Cost to fund the new jail operations in FY 2017-18.

FY 2015-16 Uses

e $78,761 use of the East Kern Revitalization Area designation for grant allocations for
approved RENEWBIZ projects.

e $490,000 use of the Countywide Blight Remediation designation for “clean-up” projects
approved by the Board of Supervisors.

e $1.26 million use of the Retirement designation to offset pension costs for departments.

e $1.5 million use of the Infrastructure Replacement designation for costs associated with
the ITS Building.

e $919 use of Environmental Health Enhancement designation for the department’s
operations budget in FY 2015-16.

e $270,000 use of the Fire Station 64 replacement designation for the purchase of land for
the future station.

e $750,000 use of the Kern County Museum designation to fund major maintenance
projects.

FY 2016-17 Recommended Contributions and Uses

For FY 2016-17, the balance of the General Purpose reserve is $40,000,000, or 11.99% of locally
funded appropriation of $333,566,515. No contribution to the General Purpose reserve is
recommended. The recommended budget also includes:

e $6 million contribution to the DHS Working Capital designation to support increased
cashflow advances to the department that ranges between $25-50 million annually.

e $400,000 contribution for the Road Improvements designation for road improvement
funding per the mitigation agreement with Clean Harbors, Inc.
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e $1 million use of the Tax Litigation Reserve to adjust the balance to 10% of the
contingent liability at June 30, 2015 related to property assessment appeals.

e $670,000 use of the East Kern Revitalization Area designation for grant allocations for
approved RENEWBIZ projects.

e $4.86 million use of the Retirement designation to offset pension costs for departments.

e $5.76 million use of the Infrastructure Replacement designation to partially mitigate the
budget deficit resulting from the loss of property tax revenue.

e $91,403 use of the Environmental Health Enhancement designation to transfer these
funds to the new Environmental Health Special Revenue fund.

e $20,000 use of the Environmental Health Displaced Tenants designation to transfer these
funds to the new Environmental Health Special Revenue fund.

e $400,000 contribution for the Road Improvements designation for road improvement
funding per the mitigation agreement with Clean Harbors, Inc.

e $6 million use of the KMC Working Capital to transfer to the DHS Working Capital
designation to support cashflow needs of the Department of Human Services.

The chart below shows recent history of the County reserve and designation levels.

Year-end Actual Balances Recommended

Account 2011-12 2012-13 2013-14 FY 2014-15 FY 2015-16 FY 2016-17
Reserve - General Purpose 2134 $ 37,201,795 $ 40,000,000 $ 40,000,000 $ 40,000,000 $ 40,000,000 $ 40,000,000
Reserve - Tax Litigation 2136 4,079,614 10,079,614 5,579,614 5,579,614 6,624,760 5,624,760
Designation - Human Services 2150 12,354,000 15,454,000 15,454,000 16,452,848 20,452,848 26,452,848
Designation - East Kern Revitalization Area 2152 751,307 352,289 1,413,196 743,196
Designation - Countywide Blight Remediation 2153 872,000 710,000 710,000
Designation - Retirement 2155 12,361,854 14,587,478 8,087,478 18,868,598 17,613,330 12,757,876
Designation - Infrastructure Replacement (Wind) 2156 6,000,000 6,300,000 4,977,208 13,922,895 14,943,715 9,182,931

Designation - Environmental Health Enhancement 2157 348,944 260,664 92,322 91,403 -

Designation - Environment Health Displaced Tenants 2160 20,000 -
Designation - Fire Station 64 Replacement 2166 625,000 355,000 355,000
Designation - Road Improvements (Laidlaw) 2170 400,000 800,000

Designation - KC Museum Capital Project 2171 750,000 750,000 750,000 - -
Designation - Lost Hills (EOA) 2175 125,000 125,000
Designation - KMC Working Capital 2178 6,000,000 695,484 30,206,012 44,823,070 38,823,070
Designation - Information Technology Projects 2179 250,000 366,319 366,319 192,657 192,657
Designation - Sheriff's Aircraft 2180 977,207 977,207 836,966 1,193,375 1,193,375 1,193,375
Designation - WESTARZ (EOA) 2181 46,000 147,705 147,705
Designation - Jail Operations 2182 1,500,000 7,500,000 7,500,000
TOTAL $ 73,224,470 $ 94,863,562 $ 77,759,040 $ 130,460,953 $ 156,606,059 $ 144,608,418
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Long-term Financial Planning

Long-term fiscal planning is an effective tool for creating sustainable budgets and providing
fiscal stability beyond the annual budget horizon. Long-term financial planning is a strategic
process that provides governments with the insights and information needed to establish multi-
year budget solutions and fiscal policies and actions that maintain good fiscal health. The County
creates a five-year operating forecast for the purpose of providing the Board of Supervisors with
a framework for use in decision-making in order to maintain and continue the fiscal health of the
County, to ensure and enable a plan for the provision of services and capital assets.

The forecast is updated annually and is not a budget. It does not establish policy or priorities, it
simply summarizes fiscal capacity. The forecast identifies key factors that affect the County’s
fiscal outlook and assesses how difficult balancing the budget may be in the future. It helps the
County to understand the fiscal challenges ahead and the need to establish priorities.

The forecast is developed using a baseline environment, that is, revenues and expenditures are
projected based primarily on trend analysis, specific circumstances and present level of services
provided by the County. This forecast is not a prediction of what is certain to happen but rather a
projection of what will occur in the absence of any mitigating actions or changing circumstances.
As such, this plan highlights significant issues or problems that must be addressed in order to
maintain a structurally balanced budget.

Significant Issues Impacting the General Fund

The General Fund’s spending flexibility is hindered by limited resources at the same time that
impending significant costs must be incurred. Most significant is the reduction of property tax
revenue resulting from the decline of the price per barrel of oil, which is one of the chief factors
used to assess the value of oil and gas properties. The Assessor used a Kern Crude price per
barrel for FY 2016-17 of $35, which is $19 less than FY 2015-16. Over a two year period, the
price per barrel has reduced from $99 to $35 in FY 2016-17 which is a $64 decline. The final
assessment roll reflects a 34% reduction in the assessment of oil and gas properties, which
equates to a $29.4 million reduction in property tax revenue from FY 2015-16. Adjusted for
losses in other sources, the net discretionary revenue impact for the General Fund for FY 2016-
17 is estimated at a decline of $38.8 million. It is not anticipated that the market price per barrel
will return to its previous level anytime soon, if at all.

The County’s Structural Fire Fund is also contending with a significant loss of property tax
revenue resulting in a $17.5 million budget deficit to be mitigated. To preserve service levels,
the General Fund is contributing $7.8 million in FY 2016-17. The Fire Department will be
implementing a four-year deficit mitigation plan to phase-in cost reductions that will require a
General Fund contribution up to $9 million annually for the next three years. It is anticipated
this limited term contribution will be supported through the use of reserves and fund balance
carry-forward of the General Fund.
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In FY 2015-16, as a result of actuarial assumption changes including the reduction of the
assumed rate of return from 7.75% to 7.5%, the General Fund experienced a $13 million
retirement cost increase. In FY 2016-17, as part of the four-year deficit mitigation plan, the
General Fund is covering the increase in retirement cost for the Fire Fund. Retirement cost are
anticipated to increase in future years due to amortization of the unfunded actuarial accrued
liability and market losses incurred by the County's pension system. In addition, the debt service
payments for the County's Pension Obligation Bonds are scheduled to escalate through FY 2021-
22 at which time one of the Pension Obligation Bonds issuances will be fully paid.

The General Fund is responsible for a portion of the direct aid payments distributed through the
Department of Human Services — Direct Aid Fund. Escalating foster care and adoption
caseloads have resulted in budget increases of nearly $8 million that is expected to be an ongoing
cost for the County and is contributing to the General Fund’s projected budget deficit.

The County Road Fund is challenged with the loss of Highway Users Tax Account (HUTA) gas
taxes of nearly $9 million annually. The fund is using a portion of fund balance to for
operations, but anticipates the need for General Fund assistance to provide minimum required
road maintenance in FY 2017-18.

Staffing for the AB900 financed new jail facility will require a minimum of $5 million in
funding beginning FY 2017-18. The State granted the County a $100 million conditional award
for the construction of a new type Il jail facility under the Assembly Bill 900. The conditional
award requires the County to staff and operate the new facility. Specifically, AB900 program
requires the County's commitment to staff and operate the new facility in accordance to the State
standards within 90 days of construction completion and agreement to operate the facility at least
until the state bonds are repaid. The level of staffing needed upon opening will be determined by
the number and classification of inmates in the facility at the time. The commitment to operate
and staff the facility is memorialized both in the staffing plan approved by the Board February 4,
2014, and in the Jail Construction Agreement. The current approved staffing plan, calls for
staffing an increase in beds with resulting General Fund operating costs estimated at $20.5
million annually expected to conservatively grow as much as $40 million annually over the next
twenty years. The Kern County Sheriff has indicated to the Board of Supervisors that staff from
the current facility can be transferred to the new facility upon opening thereby minimizing the
operation costs. A minimum of $5 million is estimated to be needed to fund the cost of medical
and mental health services at the new facility.
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TABLE 1
FIVE-YEAR FINANCIAL FORECAST
CHANGE IN GENERAL FUND ONGOING REVENUE AND COSTS
FISCAL YEARS 2016-17 THROUGH 2020-21

FY 2016-17 FY 2017-18 FY 2018-19 FY 2019-20 FY 2020-21

Ongoing Revenue Sources:
Discretionary Revenue ($38,849,726) $594,143 $878,794 $3,582,787 $3,629,095

Total Ongoing Revenue Change ($38,849,726) $594,143 $878,794 $3,582,787 $3,629,095
Ongoing Cost Changes:
Retirement with Pension Obligation Bonds ($3,541,587) (%2,829,987) ($722,836) ($1,771,284) ($3,135,798)
Use of One-time for ongoing mitigation (23,983,668) (18,109,756) (8,976,899)
Reduction in KMC Operations 6,343,001
Increase in Direct Aid Entitlements (8,429,985)
Increase in Road Maintenance (5,000,000)
Staffing New Jail Facility (5,000,000)

Total Change in Costs ($5,628,571)  ($36,813,655)  ($18,832,592) ($10,748,183)  ($3,135,798)

Annual (Deficit)/Surplus ~ ($44,478,297)  ($36,219,512) ($17,953,798) ($7,165,396) $493,296
Ongoing Mitigation:
Fund Balance Carry-forward for operations $ 23,563,180
Use of Reserves/Designations for operations 5,581,200
Net Department Adjustments 15,333,917
Percent of Net County Cost Reduction 5%
Estimated Net Annual (Deficit)/Surplus $0 ($36,219,512) ($17,953,798) ($7,165,396) $493,296

Mitigating Future Challenges

Table 1 summarizes the County’s five-year forecast as it relates to ongoing expenditures funded
with ongoing discretionary revenue in the County’s General Fund. The forecast reflects that
revenues are decreasing due to projected decreases in property assessed valuation and sales and
use tax revenue as a result of the depressed local economy. Ongoing cost changes reflect the
cost to maintain current service levels and new significant ongoing costs identified that would
need to be funded in the respective fiscal year. After accounting for these changes, the Annual
(Deficit)/Surplus is projected to be negative for the next two fiscal years. These deficits will have
to be mitigated in the respective years in order to produce a balanced budget.

For FY 2016-17, the Annual (Deficit) of $44.5 million is resolved through the use of fund
balance carry-forward at June 30, 2016, use of reserves and designations and a net department
NGFC adjustment of $15.3 million, or 5.0%. It is anticipated this reduction in allocation of Net
County Cost to departments will be ongoing. This generates an estimated Net Annual
(Deficit)/Surplus of $0.

A primary cost increase anticipated for FY 2016-17 and forward is the retirement and Pension
Obligation Bonds costs related to the Fire Department. The Board of Supervisors approved a
fiscal strategy in January 2015 for pension cost escalation for specifically General Fund
departments. Retirement costs may significantly decline in FY 2022-23 which will alleviate the
budgetary pressure for departments. The Fire Department’s pension costs increased $3.988
million in FY 2015-16 and is contributing to the department’s budget deficit. As part of a four-
year deficit mitigation plan for the Fire Fund, the General Fund is anticipated to cover the
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pension escalation similar to that of the General Fund departments. Another cost increase
anticipated for FY 2016-17, is the increase in caseloads for foster care and adoptions resulting in
higher direct aid costs.

A significant portion of the $44.5 million deficit for FY 2016-17 is resolved through the use of
one-time fund balance carry-forward and the use of reserves and designations. In accordance
with County reserve policies, the use of these resources for ongoing operations can only be
considered in the context of a multi-year mitigation plan. The deficit of $44.5 million for the
General Fund and $17.5 million for the Fire Fund would require an across the board 15% Net
County Cost cut to General Fund departments and 7.2% cut to the Fire Department. The
substantial magnitude of service level impacts to the public at these levels would be felt
throughout the County.

The County Administrative Office proposed a fiscal plan to phase-in these reductions over a four
year period in lieu of full and immediate reductions as the deficit is primarily the result of the
market value of oil which fluctuates and is difficult to predict. The proposed 15% reduction for
the General Fund is assuming that all departments share equally in the allocation. The Four Year
Fiscal Deficit Mitigation Plan is proposed to allow for management to identify how best to
reduce costs within their department, use attrition of positions to minimize layoffs, and if
possible identify other revenue sources including property tax revenue if oil assessments recover
greater than anticipated. In order to accomplish the plan, the use of reserves that have been
carefully set aside over that past several years will have to be significantly reduced. The purposes
for which they were set aside would no longer available in subsequent fiscal years. Additionally,
the County would need to rely heavily on the use of fund balance carry forward at the end of
each year to support operations which will reduce or eliminate funding for critical major
maintenance projects for at least four years. County policy approved by the Board requires that
if one-time funds such as reserves and fund balance carry forward are used to support ongoing
operations, it must be in the context of a multi-year plan to ultimately mitigate the issue. Each
year the estimated deficits will be updated with the most current revenue and expense
information. The first year of the plan proposes a 5% Net County Cost reduction for General
Fund departments and 1.7% budget reduction for the Fire Department.

The amount of the deficit carried forward each year is shown in Table 1 on the previous page on
the line item titled ‘Use of one-time for ongoing mitigation’. The Board of Supervisors approved
the four year deficit mitigation plan on June 21, 2016 as part of the FY 2016-17 Preliminary
Recommended Budget proposal.

In FY 2017-18, the County anticipates funding the staff necessary to operate a new jail facility.
The staffing costs for medical and mental health services is estimated at $5 million. It is also
anticipated that the County Road Fund will require fiscal support of road maintenance of at least
$5 million. The most significant cost, however, is the carry forward of deficit mitigation from
FY 2016-17.
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Table 2 below shows the estimated phase-in percent and value of the proposed cuts and the
anticipated use of reserves and fund balance carry forward over the four year period for both
funds. General Fund reserves are anticipated to fund $16.3 million in operational costs for the
General Fund and up to $28.1 million for the Fire Fund. Use of fund balance carry forward for
the General Fund over four years is nearly $37 million. For the plan to be successful in
achieving fiscal sustainability after four years, Net County Cost reductions for all General Fund
departments and Fire Department budget reductions will be implemented. Revenue and
expenditures for FY 2017-18 through FY 2019-20 are estimated and will be updated each year
with current information which may change the annual deficit amount.

TABLE 2 - PROPOSED 4-YEAR FISCAL DEFICIT MITIGATION PLAN

Estimated
FY 2016-17 FY 2017-18 FY 2018-19 FY 2019-20 Totals
General Fund NGFC Reductions| -5% -5.5% -2.7% -2.2% -15%|
Reduction of Net County Cost $ 15,333,917 $ 18,274,390 $ 9,058,507 $ 7,165,396 [ $ 49,832,210
Use of Fund Balance Carry-forward 23,563,180 8,972,561 4,447,646 36,983,387
Other Reserves/Designations 5,581,200 8,972,561 4,447,646 16,345,648

Estimated Net Annual Deficit $ 44,478,297 $ 36,219,512 $ 17,953,798 $ 7,165,396

Fire Department Budget Reductions| 1.7% 3.4% 1.5% 0.6% 7.2%
Ongoing Reductions $ 3,453,970 $ 5,023,182 $ 2,257,949 $ 1,018,551 | $ 11,753,652
Use of Fund Balance Carry-forward 323,043
New Revenue Source 500,000
Use of Reserves/Designations 5,658,180
Contribution from General Fund 7,842,978 9,012,115 6,246,882 5,007,484 28,109,459

Estimated Net Annual Deficit $ 17,778,171 $ 14,035,297 $ 8,504,831 $ 6,026,035

County Identified Needs

The County fiscal plan (five-year fiscal forecast) primarily focuses on identifying increases in
costs to maintain current services and how much discretionary revenue is available to fund these
costs and/or what mitigations are needed. The County Administrative Office also identifies
needs within the County that are recommended to be funded although the funding would require
ongoing or one-time sources into the future.

ONGOING NEEDS

The FY 2016-17 Recommended Budget funds $12 million in increased significant ongoing costs
that are included in the County fiscal plan.

Significant Ongoing Costs Identified to be Funded

Ongoing Costs

Pension Costs $3,541,587
Foster-Care and Adoption Direct Aid Entitlements 8,429,985
Significant Ongoing Costs in FY 2016-17 Recommended Budget $11,971,572
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$3.5 million for Pension Escalation

In January 2015, the Board of Supervisors approved a fiscal strategy to cover 60% of pension
escalation for General Fund departments beginning in FY 2015-16 as part of a long-term fiscal
plan. The pension costs are ongoing through FY 2021-22 and are funded through a calculated
allocation of Net County Cost to departments. The use of Discretionary General Funding to
cover these costs will enable the departments to continue to provide necessary public services to
the residents of the County. For FY 2016-17, the General Fund will cover the pension escalation
of the Fire Fund in the amount of $3.988 million.

$8.4 million for Foster-Care and Adoption Direct Aid Increase
The Department of Human Services projects an increase in the General Fund’s share of direct aid
payments for foster care and adoption cases of at least $8.4 million.

ONE-TIME NEEDS

The FY 2016-17 Recommended Budget funds nearly $41 million in one-time costs. Significant
one-time costs are primarily funded through one-time sources such as fund balance carry-
forward or the use of reserves or designations.

Significant One-time Costs Identified to be Funded

One-time Costs

Major Maintenance Projects $6,358,108
Deficit Mitigation Plan Use of Fund Balance Carry-forward 23,563,180
Deficit Mitigation Plan Use of Reserves/Designations 5,581,200
Other Specific Purpose Contingencies 4,875,607

Significant One-time Costs in FY 2016-17 Recommended Budget $40,378,095

$6.4 million for Major Maintenance Projects
The recommended budget includes 23 major maintenance projects totaling $6.4 million. Costs
cover various painting, paving, roofing and HVAC projects that were deemed most critical by
General Services staff.  Several projects have revenue sources resulting in a Net County Cost of
$277,999 for all new projects in FY 2016-17.

$23.6 million Use of Fund Balance Carry-forward for Deficit Mitigation

The Four-Year Deficit Mitigation Plan for the General and Fire funds requires the use of one-
time fund balance carry-forward to balance the FY 2016-17 budgets. The use of fund balance
carry-forward for operations will decline each year over the next three years until the deficit is
fully mitigated through Net County Cost reductions.

$5.6 million Use of Reserves/Designations for Deficit Mitigation

The Four-Year Deficit Mitigation Plan for the General and Fire funds requires the use of one-
time reserves and designations to balance the FY 2016-17 budgets. The use of reserves for
operations will decline each year over the next three years until the deficit is fully mitigated
through Net County Cost reductions.
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$4.9 million for Other Specific Purpose Contingencies
In addition to the standard general purpose contingencies maintained by the County, the
recommended budget includes the following specific set asides:
e $200,000 for Animal Services for potential spay/neuter activities
e $4 million for potential uninsured litigation costs
e $675,607 for potential coverage of costs to open Fire Station 13 all year if the Fire Fund
is unable to identify resources

FUTURE ONE-TIME NEEDS

In addition to one-time needs allocated for use in FY 2016-17, there are additional one-time
needs that are recommended to be set aside for the future within County specific reserves and
designations. Detail of these needs are described on the next page.

One-time Needs Set Aside In General Fund Reserves/Designations

One-time
Designation - DHS Working Capital $6,000,000
Designation - Road Improvements 400,000
Additional One-time Set Aside in FY 2016-17 Recommended Budget $6,400,000

$6 million one-time for Department of Human Services (DHS) Working Capital

The General Fund maintains a designation for working capital for a cash advance to the
Department of Human Services due to time lags occurring for the receipt of State and federal
revenue. The cash advance for this department has escalated up to $50 million throughout the
fiscal year. With this set aside, the balance of the designation will be $26.4 million.

$400,000 one-time for Road Improvements

This designation was established to set-aside funds for road improvements as part of a mitigation
agreement with Clean Harbors, Inc. It requires that $400,000 of Hazardous Waste taxes that are
paid by the company be used for road improvements in a specific area until the improvements
are made.
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County Debt Policy

The Board of Supervisors has approved policies that address the issuance of debt. These policies
guide the management and administration of the County's portfolio of long-term debt. The
policies require, in general, that:

1. Debt will not be used to finance ongoing operational costs.

2. Whenever possible, the County will pursue alternative sources of funding in order to minimize
the level of debt.

More specifically, the policies include the following elements:

1. Require that the term of bonds be no longer than the economic useful life of the property, or in
excess of available payment streams.

2. Require annual review of the County's portfolio of long-term obligations to initiate any type of
restructuring, refunding, or refinancing beneficial to the County.

3. The policies outline the responsibilities of the County's Debt Financing team. These
responsibilities include oversight and review of all debt policy and debt issuance activities and to
make recommendations to the Board of Supervisors regarding appropriate actions on debt
matters.

Cash Funded Projects

As detailed above, County’s policies require prudent management of liabilities and, whenever
possible, alternative sources of funding in order to minimize the level of debt. In the past two
years, the County has satisfied certain portions of its capital needs without the issuance of long-
term debt. This includes the major projects listed below:

* The cash funding of a major upgrade to the water and wastewater treatment facility at the Lerdo
Jail complex. The anticipated cost of the project is $20.5 million.

* The cash funding of several land acquisitions and design costs for the replacement of Fire
stations in Lake Isabella.

* The cash funding of $6 million for the acquisition and renovation of a new administrative
building for the Department of Mental Health Services.

Significant FY 2015-16 Debt Related Actions

The County did not issue any long-term debt during FY 2015-16.
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County Long-Term Debt

The following discussion relates to long-term debt backed by the full faith and credit of the
County's General Fund or secured by revenue.

The County's outstanding long-term debt has been issued for the following purposes:
* To finance or refinance construction and improvement of County structures.
* To refinance County pension obligations.

The County finances such projects with a variety of debt instruments. For construction and
improvement projects the County has utilized lease obligations with a non-profit public benefit
corporation. Such obligations are in the form of Certificates of Participation and, for the 2011
refinancing of the 2003 Certificates of Participation, a Private Placement with a financial
institution. For pension obligations the County has issued Pension Obligation Bonds.

As of June 30, 2016, the County's long-term obligations include debt issued to finance or
partially finance the following projects:

e Construction of County roads, fire stations, and an information technology building

e Construction of the central plant at Kern Medical Center, countywide communication
equipment and fire apparatus

e Construction of a new terminal at the Meadows Field Airport

e Refinancing of a portion of the County's Unfunded Accrued Actuarial Liability in the years
1995, and 2003

A summary of long-term debt issuances of the County is shown below.

County of Kern
Outstanding Pension Obligation Bonds and Certificates of Participation

Pension Obligation Bonds Certificates of Participation
Fiscal Year 1995 Pension Obligation Bonds 2003 Pension Obligation Bonds 2008 Penéf:dgbllgatlon 2009 Certificates of Participation 2011 Refunding 1997 & 1999* Total Outstanding ~ Fiscal Year
Ending June 30 General Fund Debt Ending June 30
Principal Interest Principal Interest Principal Interest Principal Interest Principal Interest
2017 7,652,245 28,152,755 13,235,000 6,993,890 2,092,500 2,535,000 4,401,685 1,935,000 262,125 67,260,200 2017
2018 7,573,950 30,686,050 15,125,000 6,353,521 2,092,500 2,635,000 4,301,454 1,460,000 177,250 70,404,725 2018
2019 7,511,947 33,463,053 17,185,000 5,591,626 2,092,500 2,745,000 4,192,138 1,535,000 102,375 74,418,639 2019
2020 7,495,928 36,564,072 19,435,000 4,786,376 2,092,500 2,870,000 4,072,741 1,600,000 32,000 78,948,617 2020
2021 7,544,774 40,240,226 21,855,000 3,690,622 2,092,500 2,995,000 3,942,573 82,360,695 2021
2022 4,144,601 24,140,399 24,455,000 2,560,658 2,092,500 3,140,000 3,800,610 64,333,768 2022
2023 27,245,000 1,299,178 2,092,500 3,295,000 3,643,660 37,575,338 2023
2024 18,468,431 11,223,769 2,092,500 3,470,000 3,474,535 38,729,235 2024
2025 9,848,899 21,481,101 2,092,500 3,645,000 3,292,104 40,359,604 2025
2026 9,810,901 23,219,099 2,092,500 3,850,000 3,095,360 42,067,860 2026
2027 6,488,836 16,747,909 11,885,000 1,678,011 4,055,000 2,887,854 43,742,609 2027
2028 38,115,000 265,852 4,270,000 2,668,255 45,319,107 2028
2029 4,510,000 2,431,075 6,941,075 2029
2030 4,765,000 2,176,013 6,941,013 2030
2031 5,045,000 1,899,931 6,944,931 2031
2032 5,340,000 1,601,363 6,941,363 2032
2033 5,655,000 1,284,675 6,939,675 2033
2034 5,995,000 945,419 6,940,419 2034
2035 6,355,000 582,644 6,937,644 2035
2036 6,740,000 197,981 6,937,981 2036
Totals $41,923,443  $193,246,557 $183,152,067  $103,947,749 $50,000,000  $22,868,863 $83,910,000 $54,892,068 $6,530,000 $573,750 $741,044,497 Totals

*A portion of the 2011 Refunding Certificates of Participation is paid by the Kern County Hospital Authority
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Debt Service Budget Information

The 1995, 2003 and 2008 Pension Obligation Bonds are budgeted in individual department
budgets as a portion of salary and benefit expense. Approximately 53.1% of the pension
obligation bonds debt service is allocated to General Fund departments.

The 2009 Certificates of Participation are budgeted in the Debt Service Section of this budget
book in the Debt Service budget. The debt service for the 2011 Refunding Certificates of
Participation is allocated to the Fire Fund, the Kern County Hospital Authority and the General
Fund in the Debt Service budget.

County of Kern
Outstanding Enterprise Fund Certificates of Participation

Certificates of Participation Private Placement Obligation
Fiscal Year 2011 Solid Waste Refunding 2011 Airport Terminal Refunding Total Outstanding  Fiscal Year
Ending June 30 — — Enterprise Fund Debt Ending June 30
Principal Interest Principal Interest
2017 1,955,000 31,769 760,000 174,944 2,921,713 2017
2018 785,000 151,305 936,305 2018
2019 810,000 126,973 936,973 2019
2020 835,000 101,871 936,871 2020
2021 865,000 75,845 940,845 2021
2022 890,000 49,049 939,049 2022
2023 925,000 14,245 939,245 2023
Totals $1,955,000 $31,769 $5,870,000 $694,232 $8,551,001 Totals

Debt Service Budget Information

The 2002 Solid Waste Refunding Certificates of Participation and the 2011 Airport Terminal
Refunding Private Placement debt service payments are budgeted in the Enterprise Funds section
of this budget book in the Waste Management Division and Airports Enterprise Fund,
respectively.

Other Long-Term Debt

The County has an outstanding principal amount of $3,149,360 of a lease/purchase agreement in
connection with a project consisting of the acquisition of solar panels and related equipment.
The project qualifies as a “qualified conservation purpose,” and the County received an
allocation for subsidized financing pursuant to the American Recovery and Reinvestment Act.
The debt service is budgeted in the Debt Service Section of this budget book in the Debt Service
budget. Annual debt service on this obligation is approximately $468,227 in FY 2016-17. The
County expects to receive interest rate subsidy payments from the Internal Revenue Service
approximately 63% of the interest component of the interest payments which amounts to
approximately $110,970 in FY 2016-17. Final payment is expected in FY 2025-26.

The County has a note with the California Infrastructure and Economic Development Bank for
funds borrowed to finance the construction of curbs and gutters in the fifth supervisorial district.
This note is backed by the full faith and credit of the General Fund; however it is paid using
Community Development grant funds; the debt service is budgeted in the Debt Service Section
of this budget book in the Debt Service budget. The outstanding principal amount of this note as
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of June 30, 2016 was $4,568,006. Annual debt service on this obligation is $493,324 in FY
2016-17 with final maturity in FY 2026-27.

In 2002, the County entered into a joint powers authority agreement with the Board of Education
and formed the Kern Public Services Financing Authority. The Authority has $9,510,000 in
outstanding bonds that mature in FY 2031-32. The majority of the debt service is paid by the
authority from rental payments received from County departments. The expense is reflected
under the services and supplies expense category in the individual budget units.

The County has numerous lease obligations for equipment. The outstanding balance as of June
30, 2016 of those lease obligations is $5,476,803. The debt service payments for the equipment
leases are made from the budget units owning the equipment and are reflected under other
charges expense category. Total outstanding debt is reflected in the Debt Service Section of this
budget book, in the total outstanding debt schedule.

Effects of Existing Debt Levels on Current and Future Operations

As part of the County’s Fiscal Plan and in order to mitigate impact on operations, the County
will set aside available fund balance in a designation to be strategically released to offset the
increase in the debt service for the pension obligation bonds. The County will continue this
strategy through FY 2021-22 when the 1995 Pension Obligation Bonds will be paid-off. The FY
2016-17 Recommended Budget reflects an offset of $4.8 million to departments to mitigate the
portion of the debt service that is included in their budgets. This offset is intended to mitigate
service level impacts identified as a result of the reduction in net general fund cost.

In aggregate, current required debt service expenditures remain relatively level (increasing less
than 6% per year) for all fiscal years through 2020-21 and then drop significantly in fiscal year
2021-22 when the 1995 pension obligation bond is paid off. The County will see a significant
decline in FY 2028-29 when all pension obligation bonds are paid off.

Legal Debt Limit

The County General Fund has no outstanding General Obligation Bonds; therefore no debt
service payments for General Obligation Bonds are budgeted in this document. The County’s
legal debt limit, which applies only to General Obligation Bonds, is as follows:

Fiscal Year Assessed Valuation  Legal Debt Limit  Bonded Debt  Legal Debt Margin
2015-16 $ 89,243,661,763 $4,462,183,088 $ - $ 4,462,183,088

Source: Auditor-Controller
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California Government Code

Government Code Sections 29000 through 29144 and Section 30200 provide the statutory
requirements pertaining to the form and content of the State Controller’s prescribed Line-Item
Budget. Government Code Section 29009 requires a balanced budget in the recommended,
adopted, and final budgets, defined as “the funding sources shall equal the financing uses.”

County Code
Title 2. Chapter 2.12:

Section 2.12.010
The position of County Administrative Officer is created. The County Administrative Officer
shall be appointed by and serve at the pleasure of the Board of Supervisors.

Section 2.12.020

In accordance with the provisions of the laws of the state of California, county ordinances, and
the policies and orders of the Board of Supervisors, the County Administrative Officer shall,
under the direction of the Board of Supervisors, perform the following duties:

e Execute and coordinate the administrative policies and directives of the Board of
Supervisors; furnish information and advice to county officers and department heads in
matters of county administrative policies, practices and procedures. Furnish consultation
and coordination on public relations practices to appointed department heads and, when
requested, to elected officials. Report to the Board regarding the manner in which county
administrative, fiscal and ethical compliance policies and directives are carried out by
departments, boards, commissions and institutions of the County and make
recommendations for the enforcement, modification or augmentation thereof;

e Perform continuous research, investigation and analysis of administrative practices and
procedures, work processes and work methods for the improvement of efficiency,
organization, economy of operation, program/service effectiveness and customer
responsiveness; promote the effective and efficient delivery of county services to the
public by providing quality advice and assistance to the board, county departments and
employees;

e Supervise the financial affairs of the County, within the limits of the law and policies
established by the Board of Supervisors. Recommend fiscal and budgetary policies and
procedures to the Board. Prepare budget projections and recommend budget development
guidelines to the Board. Coordinate countywide budget planning, budget preparation, and
budget review activities. Review departmental budget requests and revenue estimates and
make recommendations to the Board. Coordinate public hearings on the County's annual
proposed budget. Prepare financial and budget status reports, process fund and budget
transfers, and establish such controls and reviews as are necessary for budget control.
Manage the County's debt financing programs and activities;
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e Manage the County's capital and major maintenance projects and financing programs.
Coordinate facilities and office space planning activities, and supervise the general
services division's activities related to the County's compliance with the federal
Americans with Disabilities Act;

e Conduct analyses of public policy issues and local governmental jurisdictional changes,
and advise the Board concerning same. Coordinate intergovernmental relations activities
with cities, special districts, other counties, and other agencies;

e Manage the County's legislative analysis and legislative advocacy program, and advise
the Board of Supervisors on state and federal legislative issues; provide public
information and assist with media liaison activities;

e Manage the functions and activities of the human resources division and advise the board
regarding the optimum use of the division's resources;

e Manage the functions and activities of the economic and workforce development division
and advise the board regarding the optimum use of the division’s resources;

e Perform the function of chairman of the county claims review board;
e Perform the function of chairman of the Kern County emergency council,

e Assist the board in the administration of the appointed department head performance
evaluation program;

e Manage the data processing and information technology and automation central support
services provided through the information technology services division, and advise the
board regarding optimum use of data processing personnel, facilities and equipment;

e Manage the functions and activities of the general services division, and advise the board
regarding optimum use of the division's resources;

e Attend meetings of the Board of Supervisors to advise and assist the Board. Perform
specific work and undertake such studies as may be assigned by the Board. Undertake
and be responsible for the administration and supervision of any governmental function
or county department upon order of the Board of Supervisors. Report to and be directly
responsible to the Board for the overall performance of his or her duties, functions,
authority and relationship with other departments; and

e Provide the direct administrative management for the clerk of the board of supervisors.

Section 2.12.030

It shall be the duty of all employees of the County, and the head of every department, institution,
service, board or commission of the County to cooperate with the County Administrative Officer
and to assist the County Administrative Officer in the performance of his or her duties and
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responsibilities. Any records deemed necessary to enable performance of the County
Administrative Officer’s duties must be made available, unless the records or documents are
confidential and not open to inspection by the County Administrative Officer under the laws of
the State of California.

Section 2.12.040

No provisions of this chapter shall be deemed or construed to grant any authority or to impose
any duty upon the County Administrative Officer which is by law or ordinance vested in or
imposed upon any other officer, board, commission, employee or department. The County
Administrative Officer is an employee meant to assist the Board of Supervisors in the
performance of its duties, responsibilities and lawful functions.

Basis of Accounting

Governmental funds are accounted for using the modified accrual basis of accounting. Under this
method, revenues are recognized when measurable and available. Property tax revenue is
recognized in the fiscal year the taxes are levied. Revenue from donations, entitlements, and
grants are recognized in the fiscal year in which all eligible requirements have been fulfilled.
Property and sales taxes are considered available if collected within 60 days after the end of the
accounting period. Interest and charges for services are accrued when their receipt occurs within
90 days after the end of the accounting period. The County considers voluntary non-exchange
transactions, such as Federal and state grants, available if received within 9 months after the end
of the accounting period.

Under the accrual basis of accounting, expenditures are recorded when a liability is incurred.
However, debt service expenditures, expenditures related to claims and judgments, and
compensated absences are only recorded when payment is due. In governmental funds, general
capital asset acquisitions are reported as expenditures. Proceeds from general long-term debt and
capital leases are reported as other financing sources.

Proprietary funds are accounted for on the accrual basis of accounting. Revenue is recognized in
the period earned and expenses are recognized in the period incurred.

Basis of Budgeting

Governmental Funds:

An operating budget is adopted each fiscal year for the governmental funds in accordance with
provisions of the County Budget Act. The County’s financial statement, the Comprehensive
Annual Financial Report (CAFR), is prepared using generally accepted accounting principles
(GAAP). Budgets for the governmental funds are adopted with the following differences from
GAAP:

Encumbrance accounting is employed in governmental funds. For budget purposes, outstanding
encumbrances (which represent the unspent amounts of purchase orders and contracts funded in
the fiscal year), are not treated as expenditures in that fiscal year; therefore, they are not included
in the “actual” data that appears in the budget book. For GAAP purposes, the governmental fund
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financial statements of the CAFR include encumbrances outstanding at year-end which are
reported within the assigned fund balance for their specific purposes. Appropriation for these
encumbrances commitments survives the expiration of the fiscal year. Encumbrances cancelled
subsequent to the end of the fiscal year also cancel the underlying appropriation.

On a budgetary basis, unrealized gains and losses on the fair value of investments are not
recognized. For GAAP purposes, such gains or losses are recognized.

Proprietary Funds:

The Board of Supervisors approves an annual spending plan for proprietary funds. Adopted
expense estimates are appropriated and these County funds have budgetary controls the same as
those for the governmental fund types. Because these funds generally collect fees and revenue to
cover the cost of the goods and services they provide, their accounting and budgeting bases are
closer to commercial models. Budgeting, like accounting, is done on the accrual basis and
generally according to GAAP.

County Policies
When building the FY 2016-17 budget, the following County policies were considered:
Budgeting Policy

State law, the County Budget Act (Government Code 29000), as well as County ordinances,
policies and procedures dictate numerous conditions and requirements for budget preparation.
The County operates on a Fiscal Year (FY) that begins July 1 and ends on June 30 of the
following calendar year. By law, the Board of Supervisors must approve a recommended budget
before June 30 to authorize any spending until a final budget is adopted. The final budget,
including any revisions directed by the Board as a result of public hearings, is typically adopted
in late August. Once adopted by the Board, a final budget document is prepared by the Office of
the Auditor-Controller. The objective of the County’s budgeting guidelines is to help ensure the
County has adequate resources to meet its basic financial obligations, and to serve as a vehicle to
help the County achieve financial continuity and stability. Practically speaking, the County’s
budgetary guidelines create a standardized methodology for departments to follow when
preparing budget plans for the Board of Supervisors’ approval.

To obtain a balanced budget, total revenue, including carry-over fund balances, will equal the
total fund appropriation and reserves. The annual operating budget will be structurally balanced
upon adoption by the Board of Supervisors. One-time funds are discouraged from being used to
fund ongoing operational costs, except within the context of a larger plan to balance ongoing
revenue and expenses over a multi-year period. Significant budget variances and recommended
actions are reported to the Board of Supervisors on an as-needed basis.
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Budget Cycle

Mid April

Departments’ budget requests, including step-down plans (if required) and preliminary
performance measures are submitted to the County Administrative Office and the Board of
Supervisors.

Mid May
Department Program Prioritization Plans are due to the County Administrative Office after the
State releases its May budget revisions.

Mid June

County Administrative Office presents the preliminary recommended budget with the
Department Program Prioritization Plans to the Board of Supervisors for the first budgetary
discussion.

Late June
Assessor files assessment roll.

Early July
Auditor-Controller reports County fund balances available as of June 30 to Board of Supervisors
and County Administrative Office (not later than Tuesday after 14th working day in July).

Early July

The General Services Division forwards priced and prioritized copies of capital projects and
major maintenance proposals to the County Administrative Office. County Administrative Office
sends departments updated lists of capital projects, which are to be returned to the County
Administrative Office with departments’ desired priorities by mid July, and priced copies of
major maintenance project proposals for inclusion in the recommended budget.

Early July
Departments provide updated performance measures with final data to the County
Administrative Office to be included in the recommended budget.

Mid July

The County Administrative Office presents updated budget status with year-end closing numbers
and departments identify budgetary issues to the Board of Supervisors for the second budgetary
discussion.

Early August
Recommended budget documents are available for the public (must be 10 days before start of
Budget Hearings). Clerk of the Board publishes notice announcing Budget Hearings.

Mid/Late August

Board of Supervisors holds Budget Hearings on the County Administrative Office
Recommended Budget. After close of Budget Hearings, Board of Supervisors adopts resolutions
adopting the regular County budget, budgets for funds not included in regular County budget,
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budgets for county service areas and special districts under control of Board, and budgets for
Kern County Water Agency and its zones of benefit.

Department heads are urged to plan in conformance with this general budget cycle, so that their
annual budget requests can be submitted and reviewed in a complete and timely manner. The
County Administrative Officer will publish a schedule of the principal specific dates applicable
to each fiscal year’s budget development.

Justification of Budget Requests

The annual budget request for each department and affiliated budget unit(s) must justify the cost
to County taxpayers in juxtaposition to the level of service provided to the general public and/or
other governmental entities. Staffing, funds, and facilities deemed necessary to provide an
appropriate level of service must be provided by each department. The financial data required to
justify each budget request, the forms by which to assemble and present it, and the “letter of
justification” by which to explain and transmit the data are described in the following
subsections:

> Net General Fund Cost. Departments must identify the portion of total expenses of a budget
unit or work program that must be paid by the County’s countywide discretionary funds (i.e.,
revenue and fund balances that may be used for any legal purpose the Board of Supervisors
deems appropriate). The net general fund cost of any budget unit or work program is
determined by subtracting any program revenue and/or special-purpose fund balances, which
are received for that budget unit or work program, from the net total expenditures for that
budget unit or work group. Departments are required to submit a budget at the approved Net
General Fund Cost (NGFC) guideline.

» Overmatch. When overmatch funds are requested, the justification for the request and the
source of funding for the overmatch must be included in a department’s budget request.

> Level of Service. Departments must provide the quantity and quality of services provided
within the fiscal year. As a rule, specific justification is required for increases in expenditure
appropriations that will result in an increase over the current level of service.

> Letter of Justification. Each departmental budget request must be transmitted to the County
Administrative Officer by a signed letter of justification. Budget requests without a
justification letter will not be accepted by the County Administrative Office. The department
head is expected to accurately summarize any significant budget changes, noting the reasons
for proposed increases or decreases in current levels of service and/or initiation of a new
work program. Federal, state, or other directives should be cited when applicable. In addition,
the letter must provide descriptive information as to the impact that the requested budget will
have on work programs and levels of service. The letter of justification should also address
increases in existing fees or any new approved fees to be charged. If the budget request
includes increases in staffing, justification and the funding source(s) for those new positions
must be included.
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» Step-down Plans. Depending on the fiscal constraints facing the County, departments may be
required to submit a step-down plan along with their budget. If required, departments must
detail how they intend to incrementally reduce their Net General Fund Cost by a given
percentage determined in advance by the County Administrative Office. Departments will
need to identify what the impact of each incremental step-down will be, including potential
reductions in staffing levels, performance measure ramifications, and impacts to service
levels.

» Program Prioritization Plans. Departments are required to produce a program prioritization
plan that provides the costs associated with and resources available for programs and
functions the department performs. The plan is compiled in a prescribed format that allows
the department to maintain current information and produce periodic reports as requested by
the Board of Supervisors.

» Performance Measures. Departments have been tasked with establishing meaningful criteria
for assessing the quality and effectiveness of services to the public. To be developed and
revised in coordination with the County Administrative Office, these performance measures
are monitored throughout the year with annual changes reported as part of the budget
process. Each departmental budget request must include the department’s preliminary
performance measures in a prescribed format. Departments should identify any significant
improvements or declines in performance, explaining the reason for change and providing
reasonable goals for the upcoming fiscal year. Departments are required to update the
preliminary performance measures for fiscal year-end data to be displayed in the
recommended budget distributed prior to budget hearings.

» Organization Chart/List of Department Positions. Departments are expected to maintain
charts of their current organizational structure, showing all regular positions currently
assigned to each organizational unit. Each department or budget unit organizational chart
shall be accompanied by a list of currently authorized positions and a functional statement
briefly describing the operational tasks performed by each organizational unit, and how they
relate to performance of the budget unit’s work programs. For submission with annual budget
requests, the organizational chart, position listing and functional statement must be amended
to show any proposed increases or decreases in positions and related functional assignments,
and will be used by the County Administrative Office in evaluating staffing requirements,
and by the Human Resources Division in classifying positions.

» Fee for Service Review. Changes in the department’s fee structure require approval by the
Board of Supervisors. In preparing the revenue estimate, departments should pay particular
attention to revenue generated through charging fees for services (user fees). Since revenue is
an important part of the budget planning process, it is appropriate that a review of revenue be
made prior to departmental planning for expenditures.

Appropriation Changes

An operating budget is adopted each fiscal year for all governmental funds. The adopted budget
establishes total appropriations (expenditure authority) by object level in each budget unit.
Expenditures are controlled at the appropriation unit level (i.e., salaries and benefits, services and
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supplies, fixed assets, etc.) within individual budget units. Departments are expected to maintain
expenditures within their budget authority as adopted by the Board of Supervisors.

Expenditures can never exceed authorized appropriations for each object, or the budget in total.
By State law, agency and department heads are personally responsible for any expenditure in
excess of the approved appropriations.

Transferring Existing Appropriations

A 4/5 vote by the Board of Supervisors is required to transfer existing appropriations between
expenditure objects in a budget unit or between budget units in the same operating fund. The
transfer of appropriations between budget units that operate out of different funds cannot be
accomplished through the Request for Budget Transfer process.

Justification for appropriation transfers is the responsibility of the requesting department. The
County Administrative Office will review the justification/explanation of need submitted by the
department, and if sufficient, will forward the request to the Board of Supervisors for
consideration.

Adjustments between non-capital asset accounts within the same object and budget unit do not
require approval by the County Administrative Office or the Board of Supervisors. When
justified, the Auditor-Controller-County Clerk processes these transfers upon a request from a
department. Appropriation transfers between capital asset accounts require a budget transfer.

Encumbrances

All financial commitments must be encumbered, including purchase orders, blanket purchase
orders, Board-approved contracts, contracts negotiated by authorized County employees, and
yearly commitments for lease agreements. An encumbrance is an obligation in the form of a
purchase order, contract, or other commitment that is chargeable to an appropriation.

Required encumbrances related to purchase orders, blanket purchase orders, and contracts
negotiated by the Purchasing Agent, are automatically established within the requesting
department’s budget. Encumbrance of funds in connection with other forms of financial
obligations should be initiated at the department level using the Automated Encumbrance
System. Purchase order encumbrances are processed through the Purchasing Agent and all other
encumbrances are processed through the Auditor-Controller-County Clerk.

Use of One-Time Funding Sources

The appropriation of carry-over fund balances and other one-time funding sources must be
managed with care. These sources are most appropriately used to fund one-time expenses such as
capital expenditures, start-up costs for new programs, or to supplement the general purpose
reserve. A goal is to invest one-time monies in a way that increases ongoing revenue and/or
reduces ongoing expenses.

The County discourages the use of one-time funds to finance ongoing operational costs, except
within the context of a larger plan to balance ongoing revenue and costs over a multi-year period.
Such a plan could involve short-term use of one-time funds to preserve essential public services
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where longer-term financial forecasts demonstrate the near-term future potential for ongoing
revenue to fund those services.

Budget Monitoring

The County Administrative Office provides a mid-year fiscal outlook report to the Board of
Supervisors. Departments must annually submit a report detailing the department’s projected
budgetary outcome for the current fiscal year to the County Administrative Office. The report
must use the actual expenditure and revenue data through the period ending December 31.

The department’s budget status report is to identify and explain critical concerns about major
expenditure overages and revenue shortfalls or, if applicable, projected expenditure savings or
revenue excesses. The reports must also include a description of the proposed corrective action
to be taken to meet the department’s approved Net County Cost or General Fund Contribution
and the impact these actions will have on the department’s services, programs, and projects.

Grant Funding
The County will aggressively pursue opportunities for federal, state or local grant funding

including private foundations. Aggressively pursuing opportunities for federal or state grants
provides citizens with the assurance that the County is striving to obtain all state and federal
funds to which it is entitled — thereby reducing dependence on local taxpayers’ funds. However,
prior to applying for, and accepting such intergovernmental aid, the County will consider the
current and future implications of either accepting or rejecting the grant. That consideration shall
include: 1) the amount of matching local funds required; 2) in-kind services to be provided; 3)
length of grant, and whether the County is required to continue the service after the grant has
ended; and 4) related operating expenses. The County shall also assess the merits of any
individual grant program as if it were funded with local tax dollars.

Contingencies

The objective of the contingency policy is to help protect the County from unforeseen increases
in expenditures or reduction in revenue, or from extraordinary events that might otherwise
substantially harm the fiscal health of the County. In doing so, it is also intended to help avoid
undue service level fluctuations during periods of economic instability.

1% Locally Funded Appropriation for Contingencies

The County maintains an appropriated contingency fund to accommodate unanticipated
operational changes, legislative impacts or other economic events affecting the County’s
operations, which could not have reasonably been anticipated at the time the budget was
prepared. Funding is targeted at 1% of locally funded appropriation.

Uncertainties Contingencies

The County maintains a minimum amount of $500,000 appropriated for other general
uncertainties departments may encounter during the fiscal year, such as emergency maintenance
projects and other unforeseen circumstances.
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Other Specific Purpose Contingencies

On occasion, the Board of Supervisors may approve the set aside of appropriations for
contingencies associated to specific purposes with potential costs to be incurred during the fiscal
year, but are not certain at the time of budget hearings.

Fund Balances

Prior to June 30, 2011, the fund balance in the General Fund was classified as Reserved and
Unreserved (delineated further as designated and undesignated) for accounting purposes.
Reserved fund balance accounted for legally restricted funds established for a future specific use
that were not available for general appropriation. Unreserved/designated fund balance
represented funds that had been set-aside by the Board of Supervisors for a specific purpose.
Unreserved/undesignated fund balance was available for those uses the Board deemed necessary
and was typically described as “fund balance available for appropriation” in budget reports.

In February 2009, GASB issued Statement No. 54 Fund Balance Reporting and Governmental
Fund Type Definitions. This statement is effective for financial statements with periods
beginning after June 15, 2010. Therefore, effective the fiscal year beginning July 1, 2010, the
above classifications were replaced with five new categories: nonspendable, restricted,
committed, assigned, and unassigned. In addition to the General Fund, Statement No. 54 applies
to Special Revenue, Debt Service, Capital Project and Permanent funds as well. The fund
balance is now reported in the following five new categories, representing a hierarchy in most
restrictive (1) to least restrictive (5):

1. Nonspendable fund balance — amounts that cannot be spent because they are either (a) not
in spendable form or (b) legally or contractually required to be maintained intact.

2. Restricted fund balance — amounts with constraints placed on the use of the resources
either a) externally imposed by creditors, grantors, contributors or laws or regulations of
other governments, or (b) imposed by law through constitutional provisions or enabling
legislation.

3. Committed fund balance — amounts that can only be used for specific purposes pursuant
to constraints imposed by formal action of the government’s highest level of decision-
making authority (the Board of Supervisors). An ordinance code is used by the Board of
Supervisors to commit fund balance.

4. Assigned fund balance — amounts that are constrained by the County’s intent to be used
for specific purposes, but are neither restricted nor committed. Intent can only be
expressed by the Board of Supervisors through the signing and approving of contracts
and agreements.

5. Unassigned fund balance — the residual classification for the County’s General Fund that
includes amounts not contained in the other classifications. In other funds, the
unassigned classification is used only if expenditures incurred for specific purposes
exceed the amounts restricted, committed, or assigned to those purposes.

The Board of Supervisors establishes, modifies and rescinds fund balance commitments and
assignments by passage of an ordinance or resolution. This is done through the adoption of the
budget and subsequent budget amendments that occur throughout the year. When both restricted
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and unrestricted resources are available for use, it is the County’s policy to use restricted
resources first, followed by the committed, assigned and unassigned resources as they are
needed.

Reserves

The objective of the reserve policy is to help ensure the County maintains a minimum level of
reserve to meet seasonal cash flow shortfalls, revenue shortfalls, unanticipated expenditures,
economic downturns or a local disaster. The Board of Supervisors has approved specific goals
for reserve levels, with current policies requiring the County General Purpose reserve target to be
10% of locally funded appropriation and the Tax Litigation reserve target to be 10% of the
General Fund’s contingent liability of property tax assessment appeals. The Board of Supervisors
also establishes specific purpose designations to help meet future needs.

Appropriation of reserves and designations after budget adoption requires a Board letter request
and a 4/5 vote of the Board of Supervisors. General reserves cannot be appropriated during the
fiscal year unless a fiscal emergency is declared pursuant to Government Code Section 29127.

Debt

The County has policies that cover the issuance, management, and administration of the
County’s portfolio of long term debt. These policies require, in general, that:

> Debt will not be used to finance ongoing operational costs;
» Whenever possible, the County will pursue alternative sources of funding in order to
minimize the level of debt.

More specifically, the policies include the following elements:

> Require that the term of the bonds be no longer that the economic useful life of the property,
or in excess of available payment streams;

» Require annual review of the County’s portfolio of long term obligations to initiate any type
of restructuring, refunding, or refinancing beneficial to the County;

» The policies outline the responsibilities of the County’s debt financing team, which include
oversight and review of all debt policy and debt issuance activities, and make
recommendations to the Board of Supervisors regarding appropriate actions on debt matters.

Capital Budget Policy

An important part of the annual budget development cycle is the identification and prioritization
of the County’s capital and infrastructure maintenance needs. That process begins with
developing a comprehensive capital and major maintenance project list with recommended
priorities, based primarily on requests and supporting justification submitted by County
departments.
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The County Administrative Policy and Procedures Manual requires the General Services
Division to annually distribute a capital project submission and processing timeline. The timeline
is accompanied by a list of projects previously requested by departments. Each department
receiving a list of its prior year requests is required to (1) delete any projects no longer deemed
necessary; (2) add any new project requests; (3) indicate if a project is being revised, and (4)
establish the department’s prioritization of the projects. The General Services Division performs
an initial screening of all projects to establish a preliminary priority. For those projects that are
given preliminary priority, as well as for revised projects, cost estimates are generated. The list
of prioritized projects is provided to the County Administrative Office for budgetary
consideration. The list, however, does not represent all capital and infrastructure maintenance
needs of the County. Project needs associated with enterprise funds and the Roads Department
are not included in the list due to the different funding processes inherent in enterprise funds and
the Roads Department. The projects included on the list are presented in priority order, as
recommended by the County Administrative Office, based on the following evaluation criteria:

> Legal Mandates. Projects in this category are those that are required to meet some type of
statutory, regulatory, or other legal mandate (such as court orders).

» Health and Safety Concerns. Projects in this category are those that mitigate potential health
or safety threats to the public or County employees.

> Preventive Maintenance. Preventive maintenance projects are often given priority in order to
maintain the structural integrity of the County’s existing facilities. The three most critical
preventive maintenance project categories are: roof replacement/repair projects; heating,
ventilation, and air conditioning (HVAC) replacement projects, and parking lot repaving
projects. Roof replacements are critical because as the condition of the roof deteriorates,
structural damage and damage to other building components can occur as a result of leakage.
HVAC replacements are critical because as the existing systems age, they become more
expensive to maintain on an emergency basis. Parking lot repaving projects completed prior
to damage occurring to the substructure of the parking lot are critical as it is much more
expensive to replace parking lots rather than simply repaving them.

» Cost Reduction Impact. Cost reduction is included as an evaluation criteria in an effort to
identify and prioritize those projects which are expected to result in reduced expenditures on
an ongoing basis. The majority of the projects that have cost reduction implications are
HVAC replacement projects.

» 0Ongoing Staffing/Operating Costs. The cost to operate and maintain new or replacement
facilities on a continuing basis (including relate staffing costs) is also an important
consideration in the evaluation and prioritization of project proposals.

» Direct Public Benefit and Usage. Each project, or facility where a project is located, is
evaluated to determine the level of direct public benefit gained as a result of the completion
of the project. All other categories being equal, priority is given to projects that have a high
public usage and/or public benefit, such as County roads and sumps, senior centers and
veterans’ halls, libraries, and multi-departmental use County buildings. Additionally, the
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evaluation process for each project also includes consideration of the project’s consistency
with and relative merit in facilitating the achievement of the County’s Strategic Goals as
adopted by the Board of Supervisors.

» Subventions and Special Funding. Several County departments are considered “subvented”
because the costs of their operations, including capital needs, are primarily reimbursed with
state and Federal funding. Special funding from sources other than the General Fund ease
typical budgetary deliberations, particularly when external funds are earmarked specifically
for capital projects and equipment replacement.

Investment Policy

The County of Kern’s Investment Policy has been prepared in accordance with California
Government Code (CGC) sections 53630 et seq. The investment policy is reviewed annually by
the County’s Treasury Oversight Committee and approved by the County Board of Supervisors.
The purpose of this policy is to establish cash management and investment guidelines for the
County Treasurer, who is responsible for the management and investment of the County
Treasurer’s Pool, which consists of pooled monies held on behalf of the County, school districts,
community college districts and certain special districts within the County.

The policy applies to all investments held within the County Treasurer’s Pool and made on
behalf of the County and member agencies of the Pool with the exception of certain bond funds
for which the Board of Supervisors may specifically authorize other allowable investments,
consistent with State law. The Treasurer and Treasurer’s staff are responsible for the full-time,
active management of the Pool. All investments and activities of the Treasurer and staff are
conducted with the understanding that the Treasurer holds a public trust with the citizens of the
County, which cannot be compromised.

It is the policy of the Treasurer to invest public funds in a manner that preserves the safety and
liquidity of all investments within the County investment pool while obtaining a reasonable
return within established investment guidelines. The portfolio is actively managed in a manner
that is responsive to the public trust and consistent with State law. Accordingly, the County
Treasurer’s Pool is guided by the following principles, in order of importance:

1. The primary objective of the Treasurer’s investment of public funds is to safeguard
investment principal;

2. The secondary objective is to maintain sufficient liquidity to insure that funds are
available to meet daily cash flow requirements;

3. The third and last consideration is to achieve a reasonable rate of return or yield
consistent with these objectives.

The portfolio will maintain an effective duration no greater than 1.5. To provide sufficient
liquidity to meet daily expenditure requirements, the portfolio will maintain at least 40% of its
total book value in securities having a maturity of one (1) year or less. Investments shall be
restricted to those authorized in the CGC and as further restricted by this policy statement, with
the exception of certain bond funds in which the Board of Supervisors has specifically authorized

County of Kern 2016-17 Recommended Budget




136 Summary of Related Laws, Policies, and Procedures

other allowable investments. Repurchase agreements are restricted to primary dealers of the
Federal Reserve Bank of New York. All counterparties must sign a PSA Master Repurchase
Agreement and for tri-party repurchase agreements a Tri-Party Repurchase Agreement as well
before engaging in any repurchase agreement transactions. Collateral for repurchase agreements
shall have a market value of at least 102% of the amount invested and must be marked to market
by staff or by an independent third-party or custodial bank acting under contract to the County.
Collateral for term repurchase agreements should be marked to market on a regular basis.
Repurchase agreements are required to be collateralized by securities authorized under Section
53601 et. seq. of the California Government Code.

The total of Reverse Repurchase Agreement transactions shall not exceed 10 percent of the base
value of the portfolio. The term of such agreements shall not exceed 92 calendar days, unless the
agreement includes a written codicil guaranteeing a minimum earning or spread for the entire
period between the sale of a security using such an agreement and the final maturity date of the
same security.
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Board of Supervisor — First District

Supervisor: Mick Gleason, Elected Function: General Government

Fund: General Activity: Legislative and Administrative
Budget Unit: 1011

Description of Major Services

Kern County is governed by a five-member Board of Supervisors elected to four-year terms from
separate geographical districts. The Board enacts legislation governing the County and has
responsibility for oversight of some special districts. The Board of Supervisors powers and
authority are prescribed in the State Constitution and in State statute. The Board meets each
Tuesday, taking action on public and departmental requests and other matters presented on the
agenda. The Board also sits as the Board of Directors of the County sanitation districts on the
first Tuesday of each month. Other Board member activities include committee and commission
meetings, and participation in organizations at the local, regional, State, and federal levels.

Summary of Expenditures and Revenue
FY 2014-15 FY 2015-16 FY 2016-17
Adopted Department Preliminary
Actual Budget Actual Requested Recommended Recommended
APPROPRIATIONS:
Salaries and Benefits $439,721 $480,785 $454,516 $471,249 $471,249 $474,005
Services and Supplies 45,416 49,687 31,792 36,114 36,114 33,544
Other Financing Uses 0 58,481 0 0 0 69,262
TOTAL EXPENDITURES $485,137 $588,964 $486,308 $507,363 $507,363 $576,811
REVENUE:
Miscellaneous $87 $0 $74 $0 $0 $0
TOTAL REVENUE $87 $0 $74 $0 $0 $0
Less Available BSI * $0 ($58,481) $0 $0 $0 ($69,262)
NET GENERAL FUND COST $485,050 $530,483 $486,234 $507,363 $507,363 $507,549
BSI Ending Balance * $53,465 N/A $58,481 N/A N/A N/A
* BSI = Budget Savings Incentives

Major Expenditures and Revenue in FY 2016-17 Recommended Budget

A majority of the expenditures for this budget unit are associated with salaries and benefits. This
budget unit is primarily funded by general purpose revenues of the General Fund through an
allocation of Net General Fund Cost. There are no major changes in expenditures and revenue
expected in FY 2016-17. Due to geographic variances in district size the travel costs will be
captured in Special Services, budget unit 1040.

Budget Changes and Operational Impacts

The recommended budget provides adequate resources to assist the Supervisor in performing the
various duties and functions required of the governing body. The department is currently
authorized five permanent positions. The recommended budget provides the department with
funding for three full-time positions and two part-time positions. The department is eliminating
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the use of one part-time extra help position to absorb the reduction in Net General Fund Cost and

o
S does not anticipate the use any of its Budgeted Savings Incentives (BSI).
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4-Year Staffing Trend Q
Department S
Actual Requested  Recommended 2
FY 2013-14 FY 2014-15 FY 2015-16 FY 2016-17 o8
AVERAGE FILLED POSITIONS
Permanent Positions 5 5 5 5 5 CC'?
Extra Help/Temporary 1 1 1 0 0 <
Total Positions 6 6 6 5 5 f_li
>
ACTUAL FULL-TIME EQUIVALENTS 3
Permanent Positions (FTE) 5 4 5 N/A N/A D
Extra Help/Temporary (FTE) 1 1 1 N/A N/A f:_'*'_
Total Positions 6 5 6 N/A N/A
SALARIES & BENEFITS $493,680 $439,721 $454,516 $471,249 $474,005

Summary of Authorized Positions

The department has five authorized permanent positions of which three full-time and two part-
time positions have been budgeted to be filled in FY 2016-17 as indicated below.

Requested
Division Authorized Additions Deletions Total Filled Vacant Total
Administration 5 0 0 5 5 0 5
Total 5 0 0 5 5 0 5

Administration

Classification
1 Supervisor
4 Supervisor Field Representative I/1I/11/IV/VIVI
5 Requested Total
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Board of Supervisors — Second District

Supervisor: Zack Scrivner, Elected Function: General Government

Fund: General Activity: Legislative and Administrative
Budget Unit: 1012

Description of Major Services

Kern County is governed by a five-member Board of Supervisors elected to four-year terms from
separate geographical districts. The Board enacts legislation governing the County and has
responsibility for oversight of some special districts. The Board of Supervisors powers and
authority are prescribed in the State Constitution and in State statute. The Board meets each
Tuesday, taking action on public and departmental requests and other matters presented on the
agenda. The Board also sits as the Board of Directors of the County sanitation districts on the
first Tuesday of each month. Other Board member activities include committee and commission
meetings, and participation in organizations at the local, regional, State, and federal levels.

Summary of Expenditures
FY 2014-15 FY 2015-16 FY2016-17
Adopted Department Preliminary
Actual Budget Actual Requested Recommended ~ Recommended
APPROPRIATIONS:

Salaries and Benefits $512,479 $516,149 $545,176 $491,635 $491,635 $491,667
Services and Supplies 23,180 16,232 16,306 16,962 16,962 17,115
Other Charges 0 50 0 0 0 0
Other Financing Uses 0 7,482 0 0 0 195
TOTAL EXPENDITURES $535,659 $539,913 $561,482 $508,597 $508,597 $508,977
Less Available BSI * $0 ($7,482) $0 $0 $0 ($195)
NET GENERAL FUND COST $535,659 $532,431 $561,482 $508,597 $508,597 $508,782
BSI Ending Balance * $7,192 N/A $0 N/A N/A N/A
* BSI = Budget Savings Incentives

Major Expenditures and Revenue in FY 2016-17 Recommended Budget

A majority of the expenditures for this budget unit are associated with salaries and benefits. This
budget unit is primarily funded by general purpose revenues of the General Fund through an
allocation of Net General Fund Cost. There are no major changes in expenditures and revenue
expected in FY 2016-17. Due to geographic variances in district size the travel costs will be
captured in Special Services, budget unit 1040. The recommended budget requires the
department to leave two positions vacant and unfunded and to further identify unspecified salary
savings in the amount of approximately $59,500.

Budget Changes and Operational Impacts

The recommended budget provides adequate resources to assist the Supervisor in performing the
various duties and functions required of the governing body. The recommended budget provides
the department with funding for four authorized permanent positions and requires the department
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to maintain two positions vacant and unfunded and to further identify unspecified salary savings

o
S in the amount of approximately $59,500 to absorb the reduction in Net General Fund Cost.
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4-Year Staffing Trend o
Department S
Actual Requested Recommended C_E
FY 2013-14 FY 2014-15 FY 2015-16 FY 2016-17 QD
AVERAGE FILLED POSITIONS
Permanent Positions 5 5 4 4 4 g)
Extra Help/Temporary 1 1 0 0 0 <
Total Positions 6 6 4 4 4 2
>
ACTUAL FULL-TIME EQUIVALENTS 3
Permanent Positions (FTE) 4 4 4 N/A N/A D
Extra Help/Temporary (FTE) 1 1 0 N/A N/A ‘_:_1
Total Positions 5 5 4 N/A N/A
SALARIES & BENEFITS $534,222 $512,479 $545,176 $491,635 $491,667

Summary of Authorized Positions

The department has six authorized permanent positions, of which four full-time positions have
been budgeted to be filled during FY 2016-17 as indicated below.

Requested
Division Authorized  Additions Deletions Total Filled Vacant Total
Administration 6 0 0 6 4 2 6
Total 6 0 0 6 4 2 6

Administration

Classification
1 Supervisor
4 Supervisor Field Representative I/11/111/1V/V/VI
___ 1 Supervisor Field Representative Aide
6 Requested Total
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Board of Supervisors — Third District

Supervisor: Mike Maggard, Elected Function: General Government

Fund: General Activity: Legislative and Administrative
Budget Unit: 1013

Description of Major Services

Kern County is governed by a five-member Board of Supervisors elected to four-year terms from
separate geographical districts. The Board enacts legislation governing the County and has
responsibility for oversight of some special districts. The Board of Supervisors powers and
authority are prescribed in the State Constitution and in State statute. The Board meets each
Tuesday, taking action on public and departmental requests and other matters presented on the
agenda. The Board also sits as the Board of Directors of the County sanitation districts on the
first Tuesday of each month. Other Board member activities include committee and commission
meetings, and participation in organizations at the local, regional, State, and federal levels.

Summary of Expenditures and Revenue
FY 2014-15 FY 2015-16 FY 2016-17
Adopted Department Preliminary
Actual Budget Actual Requested Recommended = Recommended
APPROPRIATIONS:
Salaries and Benefits $460,450 $504,916 $454,680 $483,937 $485,981 $485,961
Services and Supplies 14,844 24,544 13,816 22,465 22,465 22,671
Other Financing Uses 0 24,066 0 0 0 30,664
TOTAL EXPENDITURES $475,294 $553,785 $468,496 $506,402 $508,446 $539,296
REVENUE:
Miscellaneous $0 $0 $12 $0 $0 $0
TOTAL REVENUE $0 $0 $12 $0 $0 $0
Less Available BSI * $0 ($24,066) $0 $0 $0 ($30,664)
NET GENERAL FUND COST $475,294 $529,719 $468,484 $506,402 $508,446 $508,632
BSI Ending Balance * $20,101 N/A $24,066 N/A N/A N/A
* BSI = Budget Savings Incentives

Major Expenditures and Revenue in FY 2016-17 Recommended Budget

A majority of the expenditures for this budget unit are associated with salaries and benefits. This
budget unit is primarily funded by general purpose revenues of the General Fund through an
allocation of Net General Fund Cost. There are no major changes in expenditures and revenue
expected for the district in FY 2016-17. Due to geographic variances in district size the travel
costs will be captured in Special Services, budget unit 1040.

Budget Changes and Operational Impacts

The recommended budget provides adequate resources to assist the Supervisor in performing the
various duties and functions required of the governing body. The recommended budget provides
the department with funding for all requested positions. This includes four funded positions,
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with one of the four being part-time. Services and supplies remain relatively flat. The

o
S department is able to absorb the Net General Fund Cost reduction with no service level impacts.
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4-Year Staffing Trend @

Department "DD

Actual Requested  Recommended 2

FY 2013-14 FY 2014-15 FY 2015-16 FY 2016-17 QD

AVERAGE FILLED POSITIONS oy

Permanent Positions 3 4 4 4 4 G)

Extra Help/Temporary 2 0 0 0 0 2

Total Positions 5 4 4 4 4 ()

-

>

ACTUAL FULL-TIME EQUIVALENTS 3

Permanent Positions (FTE) 4 4 4 N/A N/A D

Extra Help/Temporary (FTE) 1 0 0 N/A N/A -}

Total Positions 5 4 4 N/A N/A —
SALARIES & BENEFITS $481,226 $460,450 $454,680 $483,937 $485,961

Summary of Authorized Positions

As indicated below, the department has four authorized permanent positions, of which three will
be funded as full-time and one as part-time during FY 2016-17.

Requested
Division Authorized  Additions  Deletions Total Filled Vacant Total
Administration 4 0 0 4 4 0 4
Total 4 0 0 4 4 0 4

Administration

Classification
1 Supervisor
3 Supervisor Field Representative I/I/HI/IVIVIVI
4 Requested Total
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Board of Supervisors — Fourth District

Supervisor: David Couch, Elected Function: General Government

Fund: General Activity: Legislative and Administrative
Budget Unit: 1014

Description of Major Services

Kern County is governed by a five-member Board of Supervisors elected to four-year terms from
separate geographical districts. The Board enacts legislation governing the County and has
responsibility for oversight of some special districts. The Board of Supervisors powers and
authority are prescribed in the State Constitution and in State statute. The Board meets each
Tuesday, taking action on public and departmental requests and other matters presented on the
agenda. The Board also sits as the Board of Directors of the County sanitation districts on the
first Tuesday of each month. Other Board member activities include committee and commission
meetings, and participation in organizations at the local, regional, State, and federal levels.

Summary of Expenditures and Revenue
FY 2014-15 FY 2015-16 FY 2016-17
Adopted Department Preliminary
Actual Budget Actual Requested Recommended Recommended
APPROPRIATIONS:
Salaries and Benefits $494,220 $514,418 $528,149 $492,118 $492,118 $492,671
Services and Supplies 22,134 17,281 15,528 16,976 16,976 16,607
Other Financing Uses 0 63,900 0 0 0 45,386
TOTAL EXPENDITURES $516,354 $595,918 $543,677 $509,094 $509,094 $554,664
Less Available BSI * $0 ($63,900) $0 $0 $0 ($45,386)
NET GENERAL FUND COST $516,354 $532,018 $543,677 $509,094 $509,094 $509,278
BSI Ending Balance * $62,594 N/A $44,335 N/A N/A N/A
* BSI = Budget Savings Incentives

Major Expenditures and Revenue in 2016-17 Recommended Budget

A majority of the expenditures for this budget unit are associated with salaries and benefits. This
budget unit is primarily funded by general purpose revenues of the General Fund through the
allocation of Net General Fund Cost. There are no major changes in expenditures and revenue
expected in FY 2016-17. Due to geographic variances in district size the travel costs will be
captured in Special Services, budget unit 1040.

Budget Changes and Operational Impacts

The recommended budget provides adequate resources to assist the Supervisor in performing the
various duties and functions required of the governing body. The recommended budget provides
the department with funding for five authorized positions, of which two are part-time positions.
Services and supplies remain relatively flat. The recommended budget requires the department to
use approximately $55,134 in Budget Savings Incentive (BSI) credits in order to meet the Net
General Fund Cost reduction.
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4-Year Staffing Trend
Department
Actual Requested Recommended
FY 2013-14 FY 2014-15 FY 2015-16 FY 2016-17

AVERAGE FILLED POSITIONS

Permanent Positions 5 5 5 5 4

Extra Help/Temporary 1 1 0 0 0
Total Positions 6 6 5 5 4
ACTUAL FULL-TIME EQUIVALENTS

Permanent Positions (FTE) 5 5 5 N/A N/A

Extra Help/Temporary (FTE) 1 0 0 N/A N/A
Total Positions 6 5 5 N/A N/A
SALARIES & BENEFITS $494,287 $494,220 $528,149 $492,118 $492,671

Summary of Authorized Positions

The department has six authorized permanent positions, of which five have been budgeted to be

filled during FY 2016-17 as indicated below.
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5 Supervisor Field Representative I/11/111/IM/VIVI
6 Current Total

Additions/Deletions
(1) Supervisor Field Representative I/11/111/IV/\VIVI
5 Requested Total

Requested
Division Authorized Additions Deletions Total Filled Vacant Total
Administration 6 0 (1) 5 4 1 5
Total 6 0 Q) 5 4 1 5
Administration
Classification
1 Supervisor
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Board of Supervisors — Fifth District
Supervisor: Leticia Perez, Elected Function: General Government
Fund: General Activity: Legislative and Administrative

Budget Unit: 1015

Description of Major Services

Kern County is governed by a five-member Board of Supervisors elected to four-year terms from
separate geographical districts. The Board enacts legislation governing the County and has
responsibility for oversight of some special districts. The Board of Supervisors powers and
authority are prescribed in the State Constitution and in State statute. The Board meets each
Tuesday, taking action on public and departmental requests and other matters presented on the
agenda. The Board also sits as the Board of Directors of the County sanitation districts on the
first Tuesday of each month. Other Board member activities include committee and commission
meetings, and participation in organizations at the local, regional, State, and federal levels.

Summary of Expenditures and Revenue
FY 2014-15 FY 2015-16 FY 2016-17
Adopted Department Preliminary
Actual Budget Actual Requested Recommended Recommended
APPROPRIATIONS:
Salaries and Benefits $448,214 $495,207 $453,478 $477,019 $477,019 $482,967
Services and Supplies 23,770 36,218 19,035 29,383 29,383 23,583
Other Financing Uses 0 8,786 0 0 0 19,156
TOTAL EXPENDITURES $471,984 $540,261 $472,513 $506,402 $506,402 $525,706
Less Available BSI * $0 ($8,786) $0 $0 $0 ($19,156)
NET GENERAL FUND COST $471,984 $531,475 $472,452 $506,402 $506,402 $506,550
BSI Ending Balance * $5,733 N/A $8,786 N/A N/A N/A
* BSI = Budget Savings Incentives

Major Expenditures and Revenue in FY 2016-17 Recommended Budget

A majority of the expenditures for this budget unit are associated with salaries and benefits. This
budget unit is primarily funded by general purpose revenues of the General Fund through an
allocation of Net General Fund Cost. There are no major changes in expenditures and revenue
expected in FY 2016-17. Due to geographic variances in district size the travel costs will be
captured in Special Services, budget unit 1040.

Budget Changes and Operational Impacts

The recommended budget provides adequate resources to assist the Supervisor in performing the
various duties and functions required of the governing body. The recommended budget includes
funding for three permanent authorized positions and one extra-help position. The recommended
budget requires the department to maintain one vacant, unfunded position in order to meet the
Net General Fund Cost reduction.
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Staffing Changes and Operational Impacts

No position additions or deletions are included in the recommended budget.

Average Filled Positions
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4-Year Staffing Trend
Department
Actual Requested Recommended
FY 2013-14 FY 2014-15 FY 2015-16 FY 2016-17

AVERAGE FILLED POSITIONS

Permanent Positions 4 3 3 3 3

Extra Help/Temporary 1 1 1 1 1
Total Positions 5 4 4 4 4
ACTUAL FULL-TIME EQUIVALENTS

Permanent Positions (FTE) 4 3 3 N/A N/A

Extra Help/Temporary (FTE) 1 1 1 N/A N/A
Total Positions 5 4 4 N/A N/A
SALARIES & BENEFITS $523,777 $448,214 $453,478 $477,019 $482,967
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Summary of Authorized Positions 0
@
. - . >
The department has four authorized permanent positions, of which three have been budgeted to @
be filled during FY 2016-17 as indicated below. L
3
Requested <
Division Authorized ~ Additions ~ Deletions Total Filled Vacant Total =
Administration 4 0 0 4 3 1 2 g
Total 4 0 0 4 3 1 4 D
>
~t
Administration
Classification
1 Supervisor
3 Supervisor Field Representative I/1I/111/IV/\V/VI
4 Requested Total
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Mission Statement

Q)
To promote the effective and efficient delivery of County Services by providing quality advice and 3
assistance to the Board of Supervisors, departments, employees and the public. g
Organizational Chart g
D
County Administrative Officer 3
1) 3
D
>
~+
Administration
)
[ \
Budget, Finance and Policy, Economic Development L . .
Compliance and Water Legislative an((JISpeual Studies
(13) ©)

Fiscal Year 2014-15 and 2015-16 Accomplishments

e Presented and obtained Board approval of debt management policies, financial policies, and
long-term fiscal strategies. The strategies will mitigate the impacts of pension increases, new
jail operations and oil and gas valuation declines. The policies promote prudent fiscal
practices, including mandatory reserve levels.

e Received the Distinguished Budget Presentation Award and Certificate of Recognition of
Budget Preparation from the Government Finance Officers Association beginning FY 2014-
15.

e Secured an extremely low true interest rate of 0.31605% (31 basis points) as well as a "SP-
1+" rating from Standard & Poor's for the County's 2015-16 Tax and Revenue Anticipation

Notes (TRANS).

e Participated in the development and operation of the Kern Groundwater Authority which
assists the local basin in complying with new State water regulations.

e Presented the Board with and assisted in the implementation of the reorganizations of Public
Works and Human Resources. Also implemented the reorganizational opportunities for
Employers’ Training Resource and Board of Trade.
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County Administrative Office
Department Head: John Nilon

Fund: General

Budget Unit: 1020

Description of Major Services

General Government

Function: General Government
Activity: Legislative and Administrative

The County Administrative Office (CAO) provides staff support to the Board of Supervisors,
researching issues, preparing reports and analyses, and advising the Board on federal and State
legislative proposals. The department coordinates and executes County administrative and

financial policies, administers economic development and debt management activities and
enforces the rules, regulations, policies, and ordinances enacted by the Board. A key
responsibility is developing the County budget and overseeing its execution. The department
also administers the County Sustainable Groundwater Management Act program. Services
provided to departments include consulting on administrative, budgetary, and legislative matters,
and analyzing administrative practices and procedures to recommend improvements.

Summary of Expenditures and Revenue
FY 2014-15 FY 2015-16 FY2016-17
Adopted Department Preliminary
Actual Budget Actual Requested Recommended  Recommended

APPROPRIATIONS:
Salaries and Benefits $3,457,288 $2,876,833 $2,888,187 $2,963,187 $3,098,186 $3,282,050
Services and Supplies 179,731 519,052 231,408 447 452 447 452 273,319
Other Financing Uses 0 944,385 0 0 0 852,176
TOTAL EXPENDITURES $3,637,019 $4,340,270 $3,119,595 $3,410,639 $3,545,638 $4,407,545
Expend. Reimb. ($183,023) ($277,154) ($290,316) ($278,000) ($278,000) ($433,000)
TOTAL NET EXPENDITURES $3,453,996 $4,063,116 $2,829,279 $3,132,639 $3,267,638 $3,974,545
REVENUE:
Intergovernmental $0 $0 $0 $0 $15,000 $15,000
Charges for Services 1,018,733 93,000 129,697 35,000 35,000 63,000
Miscellaneous 0 3,000 537 100 100 100
TOTAL REVENUE $1,018,733 $96,000 $130,234 $35,100 $50,100 $78,100
Less Available BSI * $0 ($944,385) $0 $0 $0 ($852,176)
NET GENERAL FUND COST $2,435,263 $3,022,731 $2,699,045 $3,097,539 $3,217,538 $3,044,269
BSI Ending Balance * $647,588 N/A $744,385 N/A N/A N/A

* BSI = Budget Savings Incentives

Major Expenditures and Revenue in FY 2016-17 Recommended Budget

The majority of expenditures for the department are associated with staff costs and supplies
necessary to perform the functions of the office. The budget unit is funded primarily by an
allocation of Net General Fund Cost. Additionally, the department receives reimbursement of
staff costs for eligible administrative and debt management activities. These reimbursements
account for the majority of charges for services and expenditure transfers transactions.

County of Kern
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Budget Changes and Operational Impacts

Charges for services revenue has been reduced to reflect the upcoming end of chargeable
services being provided to Kern Medical Center, and the recent conclusion of chargeable
services provided to the Department of Human Services. The remaining charges for services
revenue represents administrative services for new oil and gas trust funds. Expenditure
reimbursements are anticipated to increase primarily due to charges to the Board of Trade for
performance of additional administrative and managerial duties.

The department is able to absorb personnel cost increases, anticipated retirement payouts and the
initial 5% NGFC reduction by holding one position vacant and unfunded and using
approximately $111,062 in accumulated BSI credits. The entirety of the planned BSI usage is for
one-time costs, which will allow the department to sustain current service levels for a longer
period of time. The recommended budget includes $120,000 in additional NGFC allocation to
fund local and state-mandated water activities. Economic development activities and services
provided by the Kern Economic Development Corporation, at a cost of $175,000, have been
transferred from this budget unit to the Board of Trade budget unit, 1812.

Expenditures, Revenue, and NGFC Trend
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Staffing Changes and Operational Impacts

The recommended budget includes the addition of one (1) Senior Administrative Analyst
position, and the deletion of one (1) Administrative Analyst I/II/1I1 position. The proposed
addition and deletion will allow for the County Administrative Office to perform additional
functions for the Board of Trade as discussed above. The cost of the Senior Administrative
Analyst position will be reimbursed from the Board of Trade budget unit using savings generated
from a vacant management position. The department plans to hold vacant and unfunded one (1)
Administrative Analyst I/11/111 position at a savings of approximately $160,000.
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= Average Filled Positions
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4-Year Staffing Trend
Department
Actual Requested Recommended
FY 2013-14 FY 2014-15 FY 2015-16 FY 2016-17
AVERAGEFILLED POSITIONS
Permanent Positions 20 23 19 19 19
Extra Help/Temporary 3 2 1 1 1
Total Positions 23 25 20 20 20
ACTUAL FULL-TIME EQUIVALENTS
Permanent Positions (FTE) 21 22 19 N/A N/A
Extra Help/Temporary (FTE) 3 1 1 N/A N/A
Total Positions 24 23 20 N/A N/A
SALARIES & BENEFITS $3,229,471 $3,457,288 $2,888,187 $2,963,187  $3,282,050
Summary of Authorized Positions
The department has 20 authorized permanent positions, of which 19 have been budgeted to be
filled during FY 2016-17 as indicated below.
Requested
Division Authorized ~ Additions  Deletions Total Filled Vacant Total
Administration 3 0 0 3 3 0 3
Budget, Finance and Compliance 13 0 0 13 12 1 13
Policy, Econ Dev and Water 3 1 D) 3 3 0 3
Legislative Special Studies 1 0 0 1 1 0 1
Total 20 1 (@h] 20 19 1 20
County of Kern 2016-17 Recommended Budget
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Budget, Finance, and
Compliance

Classification

Assistant CAO

Chief Deputy CAO
Compliance & Acct. Officer
Information Security Officer
Senior Administrative Analyst
Administrative Analyst I/11/111
Requested Total

Policy, Economic
Development and Water

Classification

Chief Deputy CAO
Administrative Analyst I/11/111
Current Total
Additions/Deletions

Senior Administrative Analyst
Administrative Analyst I/11/111
Requested Total

Legislative Special Studies Administration
Classification Classification
1 Senior Administrative Analyst 1 County Administrative Officer
1 Requested Total 1 Fiscal Support Specialist-Confidential

1 Office Services Specialist-Confidential

3 Requested Total
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Fiscal Year 2016-17 Goals, Objectives, and Performance Measures

General Government

| GOAL 1: Improve fiscal efficiency and responsibility of County.
Objective: Ensure proper fiscal planning that meets the needs of the public and County departments.

2013-14  2014-15  2015-16 2015-16  2016-17

Measurement Actual Actual Adopted Actual Goal
2 to 3%, 2 to 3%,

Ratio of General Fund backed debt service to General Fund 1.03% 1.3% not to 1.1% not to
expenditures. exceed exceed

4.8% 4.8%

This ratio serves as an internal indicator of the potential that a disproportionate share of the County’s discretionary
resources would be utilized for repayment of debt instead of providing vital County services. The Board of
Supervisors approved the established benchmark on February 26, 2002. This measure assists in the analysis of the
County’s credit rating, fiscal prudence and credit worthiness. It also measures debt capacity in terms of annual debt
service and provides a critical tool for planning Countywide financial management and capital projects. The
proportionate share of County resources used for debt service continues to be well below the established goal.

Objective: Ensure the integrity of County government through ethical decision making.

2013-14  2014-15 2015-16 2015-16 2016-17
Measurement Actual Actual Adopted Actual Goal

Percentage of departmental internal and external audit reports

0, 0, 0, 0, 0,
reviewed and evaluated. 100% 100% 100% 100% 100%

This indicator measures the degree of integrity and accountability the County Administrative Office displays through its
responsiveness to the Board of Supervisors and identifying and assisting in the correction of deficiencies discovered
through audits.

| GOAL 2: Maintain a safe and healthy work environment.

Objective: To prevent the number of work-related injuries or illness resulting in employees being off work.

2013-14  2014-15  2015-16 2015-16 2016-17

Measurement Actual Actual Adopted Actual Goal

Number of work-related injuries resulting in an employee being off
work for one full day or longer.

This indicator measures the County Administrative Office’s degree of health and safety consciousness in the
performance of its functions. A lack of consciousness can result in costly illnesses and injuries and lost employee
productivity. The County Administrative Office has achieved its established goal of zero time-off due to work
related illness and injury and will take all measures to achieve the goal of zero for FY 2016-17.
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Mission Statement

To provide exceptional customer service to the County and its citizens while preserving the past,
recording the present, and providing accessibility to official County records and information.

Organizational Chart

Clerk of the Board
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Assistant Clerk of the Board
1)

Deputy Clerk of the Board | Deputy Clerl|<|of the Board

@ @

Fiscal Year 2014-15 and 2015-16 Accomplishments

e Achieved countywide savings with the implementation of an electronic agenda packet. The
implementation cost was less than $15,000 and has streamlined the agenda process.

e Upgraded Questys document management system to provide County departments access to
all Board of Supervisors imaged documents, both past and present, through an online
database.

e Improved technology in the Board Chamber has improved voting, document viewing and the
overall functionality of Board meetings. The Clerk manages and trains others, in and outside
of the County, to operate the various components of the Crestron System.

e Updated the property tax assessment appeal application, per State Board of Equalization
guidelines, and complied with the Americans with Disabilities Act through the
implementation of the online application.

e Reached disposition or two-year waiver filed for all 2,684 2013 Assessment Appeal
applications, which met the November 30, 2015 statutory deadline.

County of Kern 2016-17 Recommended Budget
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Clerk of the Board

Department Head: Kathleen Krause Function: General Government

Fund: General Activity: Legislative and Administrative
Budget Unit: 1030

Description of Major Services

The Clerk of the Board of Supervisors prepares the Board of Supervisors’ agendas, attends
Board meetings, records official Board actions, and prepares the Board meeting minutes. The
department maintains historical records and indexes, and the Clerk of the Board is the filing
officer for conflict of interest codes and statements of economic interests. The department also
records the actions of the Assessment Appeals Board and other select entities as required.

Summary of Expenditures and Revenue
FY2014-15 FY 2015-16 FY2016-17
Adopted Department Preliminary
Actual Budget Actual Requested Recommended  Recommended
APPROPRIATIONS:
Salaries and Benefits $673,124 $701,431 $715,808 $811,390 $754,439 $754,638
Services and Supplies 174,788 223,467 187,674 207,129 207,129 207,307
Other Charges 0 31 0 27 27 27
Other Financing Uses 0 54,764 0 0 0 74,120
TOTAL EXPENDITURES $847,912 $979,693 $903,482 $1,018,546 $961,595 $1,036,092
BExpend. Reimb. ($70,163) ($94,500) ($81,991) ($94,500) ($94,500) ($94,500)
TOTAL NET EXPENDITURES $777,749 $885,193 $821,491 $924,046 $867,095 $941,592
REVENUE:
Charges for Services $114,185 $90,600 $123,933 $88,100 $88,100 $88,100
TOTAL REVENUE $114,185 $90,600 $123,933 $88,100 $88,100 $88,100
Less Available BSI * $0 ($54,764) $0 $0 $0 ($74,120)
NET GENERAL FUND COST $663,564 $739,829 $697,558 $835,946 $778,995 $779,372
BSI Ending Balance * $54,764 N/A $54,764 N/A N/A N/A
* BSI = Budget Savings Incentives

Major Expenditures and Revenue in FY 2016-17 Recommended Budget

The majority of the Clerk of the Board expenditures are associated with salaries and benefits for
staff to support the functions of the Board of Supervisors and assessment appeals processing.
Services and supplies expenses include office supplies, application maintenance and assessment
appeals costs. The department is primarily funded by an allocation of Net General Fund Cost.
Charges for services represent reimbursements for processing assessment appeals applications.

County of Kern
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Budget Changes and Operational Impacts

The recommended budget includes an increase in salaries and benefits which include an
expected one-time retirement payout. The department is using $35,548 in Budget Savings
Incentive (BSI) credits in order to absorb the 5% reduction in NGFC and was allocated an
additional $36,573 to cover the retirement payout.

Expenditures, Revenue, and NGFC Trend
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Staffing Changes and Operational Impacts

The recommended budget includes holding one (1) Deputy Clerk of the Board | position vacant
and unfunded. Following a retirement, one (1) Deputy Clerk of the Board Il position will remain
vacant and unfunded to meet the budget guideline. One extra-help position may be added to
alleviate service level impacts for the remainder of the fiscal year.
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)
S 4-Year Staffing Trend
= Department
c Actual Requested Recommended
qh_) FY 2013-14 FY 2014-15 FY 2015-16 FY 2016-17
C>> AVERAGE FILLED POSITIONS
(@) Permanent Positions 7 7 7 7 7
= Extra Help/Temporary 0 1 1 N/A 1
qg) Total Positions 7 8 8 7 8
GCJ ACTUAL FULL-TIME EQUIVALENTS
o Permanent Positions (FTE) 7 7 7 N/A N/A
Extra Help/Temporary (FTE) 0 1 1 N/A N/A
Total Positions 7 8 8 N/A N/A
SALARIES & BENEFITS $715,692 $673,124 $715,808 $811,390 $754,638

Summary of Authorized Positions

The department has 8 authorized permanent positions, of which 7 have been budgeted to be filled

during FY 2016-17 as indicated below.

Requested
Division Authorized  Additions  Deletions Total Filled Vacant Total
Administration 8 0 0 8 7 1 8
Total 8 0 0 8 7 1 8

Administration

Classification
1 Clerk of the Board
1 Assistant Clerk of the Board
2 Deputy Clerk of the Board |
___4 Deputy Clerk of the Board I
8 Requested Total

County of Kern
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Fiscal Year 2016-17 Goals, Objectives, and Performance Measures

Q)

- - - m

] Goal 1:  Promote responsible and efficient government | =
-

Objective 1: Improve customer service and promote citizen participation and transparency in County government =
decision-making. ®
2013-14 2014-15 2015-16 2015-16 2016-17 2

Measurement Actual Actual Adopted Actual Goal @D
- - - =

Percentage of customer service surveys submitted with 99% 99% 100% 99% 100% S
excellent or good overall ratings 3
Number of changes or corrections to Board of Supervisors 4,771 4,591 4,000 4,674 4,000 @®
items/12 items/10 items/10 items/6 items/10 E.-

meeting agenda after distribution . . - . .
corrections ~ corrections  corrections  corrections  corrections

Percentage of property assessment appeals claims that

reached disposition or waiver filed within two-year statutory 100% 100% 100% 100% 100%
deadline

Number of electr_onlc subscriptions to online Board meeting 1,637 2,050 2100 2282 2,400
agendas/summaries

Total number of views to Board meeting 29794 30,504 30,000 50,424 60,000

video/agenda/summary website page

The department’s primary objective to improve customer service and promote citizen participation and transparency in
local government decision-making is tracked by measuring customer satisfaction. Customer satisfaction remains high as
indicated through customer service surveys. The Clerk of the Board continually strives for accuracy in submission of
Board agenda item titles and compliance with the Ralph M. Brown Act. In tracking the number of Board agenda
changes or corrections, the Clerk can assess the quality of instruction to County departments to submit accurate agenda
item titles. A fundamental function of the Department is to facilitate a fair and equitable property assessment appeal
process. Assessment appeal applications must be processed timely and this measurement indicates successful caseload
management to ensure all appeals reached disposition or two-year waiver filed within statutory deadlines.

It is the department’s goal to implement technology upgrades to improve access to information and promote citizen
participation and transparency in the County government decision-making process. Technology enhancements are
proving successful as Board meeting views have nearly doubled from FY 2014-15. Tracking the use of technology
enhancements not only improves transparency, but provides valuable information in determining what future
enhancements should be considered.
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Special Services
Department Head: John Nilon Function: General Government
Fund: General Activity: Legislative and Administrative

Budget Unit: 1040

Description of Major Services

This budget unit contains appropriations for a variety of services and programs including the
contribution for the employee group life insurance premium, expenses for special studies and
projects, consulting and professional services expenses, and Board of Supervisors’ general and
discretionary expenses not allocated to individual supervisorial districts. The County’s
contributions to private non-profit agencies, the Local Agency Formation Commission, and the
Kern Council of Governments are also included in this budget unit.

The Special Services budget includes funding to support the activities of the Assessment Appeals
Board (AAB). AAB activities include professional and specialized services agreements to assist
in the preparation and defense of major assessment appeal cases related to the valuation of oil
and gas properties, per diem payments for meeting attendance and travel expenses for AAB
members, reimbursement of County Counsel’s staff costs related to handling AAB matters,
office expenses, and postage.

The County Administrative Office administers this budget unit.

Summary of Expenditures and Revenue
FY 2014-15 FY 2015-16 FY 2016-17
Adopted Department Preliminary
Actual Budget Actual Requested Recommended  Recommended

APPROPRIATIONS:
Salaries and Benefits $229,054 $332,961 $97,808 $493,524 $493,524 $494,322
Services and Supplies 2,572,745 3,960,941 2,164,970 3,852,464 3,887,464 3,835,056
Other Charges 1,000,485 1,339,570 1,236,428 988,536 988,536 831,803
TOTAL EXPENDITURES $3,802,284 $5,633,472 $3,499,206 $5,334,524 $5,369,524 $5,161,181
REVENUE:
Intergovernmental $0 $0 $80,390 $0 $0 $0
Charges for Services 17,878 7,500 55,532 25,000 25,000 25,000
Miscellaneous 0 0 12,052 0 0 0
TOTAL REVENUE $17,878 $7,500 $147,974 $25,000 $25,000 $25,000
NET GENERAL FUND COST $3,784,406 $5,596,772 $3,351,232 $5,309,524 $5,344,524 $5,136,181

Major Expenditures and Revenue in FY 2016-17 Recommended Budget

A majority of the expenditures for this budget unit are associated with special projects activities,
such as costs for the County’s single audit contract, contributions to other agencies and
consulting services for the AAB, legislative review and updates and sales tax analysis. Salaries
and benefits include the countywide payments for group life insurance premiums and the
replacement benefits offered by the County pursuant to Section 31899.4 of the Government Code
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- and the Kern County Replacement Benefits plan. The budget unit is primarily funded by an
S allocation of Net General Fund Cost.
S
GE) Contributions to Other Agencies
>
8 The Special Services budget contains recommended contributions totaling approximately
= $294,303 to various non-profit agencies for performance of cultural or humanitarian services
S benefiting the public. Due to budgetary constraints affecting the County General Fund,
S contribution allocations have been recommended with a reduction of 50% from the previous
@) fiscal year. The following contributions are included in the recommended budget:
e Alzheimer’s Disease Association of Kern County: $30,134
e Arts Council of Kern: $46,360
e Bakersfield Museum of Art: $23,180
e Bakersfield Symphony: $46,360
e Center for Blind and Visually Impaired: $18,114
e Community Action Partnership of Kern County (CAP): $46,360
e Court Appointed Special Advocates (CASA): $46,360
e Kern Literacy Council: $9,619
e Valley Fever Vaccine Project: $23,180
e Volunteer Center of Kern County: $4,636
Budget Changes and Operational Impacts
The recommended budget includes an allocation of $47,500 for each District Supervisor to
support activities within their respective areas. This amount includes a reduction of 5% from the
previous year. In addition, approximately $1 million of Supervisorial carry forward discretionary
funds is budgeted under services and supplies. The recommended budget includes contributions
to the Local Agency Formation Commission, the Kern Council of Governments, and the Kern
County Museum.
The recommended budget includes $155,000 in consultant fees and other costs; a majority of
these costs are associated with the Sustainable Groundwater Management Act requirements.
Additionally, travel costs for the Board of Supervisors will be accounted in this budget unit to
accommodate the geographic variances in district size.
Revenue sources are limited to supplemental roll assessment fees and property tax administration
charges for cost reimbursement for activities of the Assessment Appeals Board.
County of Kern 2016-17 Recommended Budget
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Q)

To perform all delegated and statutory responsibilities of Auditor, Controller, County Clerk and S
Registrar of Voters with excellence and foresight. g
Organizational Chart Q
3

s

S

3

3

Auditor-Controller-County —

Clerk
[
l I .I -
Assist Auditor- o Confidential
Controller- Administrative Assist Auditor-
County Clerk - ) Controller-
Operations County Clerk
| |
Financial General Special
Systems Reporting and . pecia
(10) Audits Accounting Accolu7nt|ng
(11) (10) (17)

Fiscal Year 2014-15 and 2015-16 Accomplishments

Issued approximately 243,000 employee pay records and 11,000 W-2s annually for County,
special district and Superior Court employees.

Improved claims process by moving to electronic backup, eliminating printing and transport
costs.

Improved the County Administrative Office Position Authorization Program to allow more
efficient monitoring of hiring.

Issued approximately 131,000 accounts payable claim and voucher payments annually for
County departments and special districts.

Added approximately 1,070,000 special assessments to tax bills annually.

Calculated and made payments on approximately 135 bonds annually.

Issued approximately 6,600 employee travel claims annually.

Completed approximately 50 departmental audits.

Earned the Government Finance Officers Association award for the County’s Comprehensive
Annual Financial Statement.

Earned the reporting award on the State Controller’s Report submission.

Introduced the Help Desk Module which allows Departmental users to submit and follow the

status of their own requests.

County of Kern
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Auditor-Controller

Department Head: Mary B. Bedard, Elected Function: General
Fund: General Activity: Finance
Budget Unit: 1110

Description of Major Services

The Auditor-Controller is responsible for performing the financial functions prescribed by State
and federal law along with County ordinances and policies adopted by the Board of Supervisors.
These functions include audits of select departments, property tax accounting, accounts payable,
cash receipts, payroll, preparing State required reports such as Countywide Cost Allocation Plan,
and preparing financial reports for the County and all special districts under the control of the
Board of Supervisors.

Summary of Expenditures and Revenue
FY 2014-15 FY 2015-16 FY 2016-17
Adopted Department Preliminary
Actual Budget Actual Requested Recommended  Recommended

APPROPRIATIONS:
Salaries and Benefits $5,396,544 $5,464,318 $5,665,317 $5,536,166 $5,585,306 $5,588,139
Services and Supplies 588,582 591,131 471,578 481,938 481,938 503,560
Capital Assets 0 0 16,597 0 0 0
Other Financing Uses 0 918,813 0 0 0 849,602
TOTAL EXPENDITURES $5,985,126 $6,974,262 $6,153,492 $6,018,104 $6,067,244 $6,941,301
Expend. Reimb. ($513,986) ($534,000) ($560,808) ($547,000) ($547,000) ($547,000)
TOTAL NET EXPENDITURES $5,471,140 $6,440,262 $5,592,684 $5,471,104 $5,520,244 $6,394,301
REVENUE:
Intergovernmental $0 $0 $0 $1 $0 $0
Charges for Services 967,702 745,300 831,694 889,672 938,813 938,813
Miscellaneous 301 5 2,478 2 0 20,000
Non-Revenue Receipts 0 0 0 1 1 1
TOTAL REVENUE $968,003 $745,305 $834,172 $889,676 $938,814 $958,814
Less Available BSI * $0 ($918,813) $0 $0 $0 ($849,602)
NET GENERAL FUND COST $4,503,137 $4,776,144 $4,758,512 $4,581,428 $4,581,430 $4,585,885
BSI Ending Balance * $808,911 N/A $308,813 N/A N/A N/A

* BSI = Budget Savings Incentives

Major Expenditures and Revenue in FY 2016-17 Recommended Budget

The majority of the expenditures for this budget unit are associated with staffing costs for
positions required to perform the financial functions of the County. The department receives
some reimbursement for services but is primarily funded by general purpose revenues of the
General Fund through the allocation of Net General Fund Cost.
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Budget Changes and Operational Impacts

The recommended budget expects an increase in Charges for Services revenue as a result of
billings for payroll services to Kern Medical Center during its initial transition period to a
hospital authority. The department is able to absorb the 5% NGFC reduction without the use of
Budget Savings Incentive (BSI) credits by holding seven positions vacant and unfunded.

Expenditures, Revenue, and NGFC Trend
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Staffing Changes and Operational Impacts

The recommended budget includes the deletion of three (3) Accountant I/11/111 positions and one
Fiscal Support Specialist position. An addition of three (3) Senior Accountant positions is
requested in an effort to retain experienced accountants.

The recommended budget includes holding vacant and unfunded the following positions: four (4)
Accountant I/11/111 positions, one (1) Senior Accountant position, one (1) Programmer position,
and one (1) Fiscal Support Assistant position.
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Department Recommended
Requested
B Permanent Positions OExtra Help/Temporary
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General Government

4-Year Staffing Trend
Department
Actual Requested Recommended
FY 2013-14 FY 2014-15 FY 2015-16 FY 2016-17

AVERAGEFILLED POSITIONS

Permanent Positions 49 48 46 50 46

Extra Help/Temporary 2 2 2 1 1
Total Positions 51 50 48 51 47
ACTUAL FULL-TIME EQUIVALENTS

Permanent Positions (FTE) 48 47 46 N/A N/A

Extra Help/Temporary (FTE) 2 1 1 N/A N/A
Total Positions 50 48 47 N/A N/A
SALARIES & BENEFITS $5,460,347 $5,396,544  $5,665,317 $5,536,166 $5,588,139

Summary of Authorized Positions

The department will have 53 authorized permanent positions, of which 46 have been budgeted to
be filled during FY 2016-17 as indicated below. There is one vacant and funded Fiscal Support
Technician position which the department intends to fill during FY 2016-17. One extra-help
position is budgeted to maintain service levels.

Requested
Division Authorized  Additions  Deletions Total Filled Vacant Total
Administration 5 0 0 5 5 0 5
Audit & CAFR 11 1 (@] 11 7 4 11
Special Accounting 17 1 Q) 17 15 2 17
General Accounting 10 1 @] 10 10 0 10
Systems 11 0 (1) 10 9 1 10
Total 54 3 4 53 46 7 53
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Administration

Classification
Auditor-Controller-County Clerk
Confidential Asst. Auditor
Asst. Auditor - Operations
Fiscal Support Technician
Confidential Admin. Asstistant
Requested Total

General Accounting

Classification
Auditor-Controller Division Chief
Senior Accountant
Accountant I/11/111

Fiscal Support Specialist
Fiscal Support Technician
Current Total
Additions/Deletions
Senior Accountant
Accountant I/11/111
Requested Total

‘@HH

11

@
11
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11

@
10

Financial Reporting and
Audit

Classification
Auditor-Controller Division Chief
Senior Accountant

Accountant I/11/111

Current Total
Additions/Deletions

Senior Accountant

Accountant I/11/111

Requested Total

Systems
Classification
Senior Systems Analyst

Programmer 1/11-System Analyst I/11

Accountant I/11/111
Technology Services Manager
LAN Systems Administrator
Fiscal Support Specialist
Current Total
Additions/Deletions

Fiscal Support Specialist
Requested Total

17

1

@

17

Special Accounting

Classification
Auditor-Controller Division Chief
Senior Accountant
Accountant I/11/111

Fiscal Support Specialist
Fiscal Support Technician
Fiscal Support Assistant
Administrative Coordinator
Fiscal Support Supervisor
Current Total
Additions/Deletions

Senior Accountant
Accountant I/1I/111
Requested Total
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Fiscal Year 2016-17 Goals, Objectives, and Performance Measures

o
c
Q) -
& ] Goal 1: Improve county government operations
c
qh_, Objective: Monitor and evaluate operations and implement strategies to continually improve efficiency and
3 effectiveness.
(_r) 2013-14 2014-15 2015-16 2015-16
2016-17 Goal
= Measurement Actual Actual Adopted Actual
qh) Payments to vendors mailed within seven
c working days of receipt of an approved 99% in6days 98%in7days 85%in7days 98%in7days 95% in 7 days
[<5] claim
O Calculate and deliver to the Treasurer-Tax
- rd rd st nd st
Collector the unsecured bills by July 31 July 3 July 3 July 31 July 2 July 31
Calculate and deliver to the Tax Collector " i d " d
the secured bills by Oct 3 Sept 18 Sept 15 Oct 3 Sept 14 Oct 3
Received Received Received
Produce accurate and timely financial GFOA award GFOA award To receive GFOA award To receive
reports for FYE for FYE GFOA award for FYE GFOA award
6/30/13 6/30/14 06/30/15
Timely payment of claims increases the efficiency of departmental operations by avoiding additional review and follow
up by County staff. Additionally it decreases the possibility of late payment fees. For property taxes, California law
requires a 30 day notice to taxpayers. Timely delivery of the tax bill data to the Treasurer-Tax Collector allows for
timely mailing of tax bills and the possibility of increased interest earnings when tax payments are received earlier.

Goal 2: Promote integrity and fiscal responsibility in operations.

Objective: Utilize resources more efficiently and effectively.

2013-14 2014-15 2015-16 2015-16 2016-17

Measurement Actual Actual Adopted Actual Goal
Field Field Complete All field Complete
. R work work all audit work all audit
bCE(l)sr;r;plete County departmental audit field work on a biennial completed completed  field work  completed  field work
by June by July by June by June by June
30" 190 30th 30" 30th

This performance measure indicates whether departments are being audited timely in conformance with State law and
County ordinance. The audit division educates departments on internal controls and helps familiarize departments with
County policies. The division also helps ensure internal controls are in place, County resources are being properly
utilized, County assets are accounted for, and policies are being followed. Additionally, audits help deter and detect
fraud. The audit division has kept the County in compliance with the biennial audit requirement.

County of Kern 2016-17 Recommended Budget
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To collect, manage and safeguard public funds to provide community services to the constituents of
Kern County. To administer the Deferred Compensation Plan for all eligible Plan Participants in order
to provide enhanced retirement benefits.

Organizational Chart

Treasurer-Tax
Collector

Confidential
Administrative
Assistant

1)

Assistant Treasurer-

Tax Collector

(1)

Financial Services

(7)

Taxpayer Services

Administrative
Services

(6)

Deferred
Compensation

()

Fiscal Year 2014-15 and 2015-16 Accomplishments

e Collected over $1.1 billion in secured property taxes in FY 2014-15 at a collection rate of 98.2% and

nearly $91 million in unsecured property taxes in FY 2014-15 at a collection rate of 99%

e Increased the number of on-line payments from 49,938 to 55,366 in FY 2014-15, and projecting to
increase another 10% in FY 2015-16. On-line payments now account for approximately 18% of all

transactions.

o Completed two public auctions of tax defaulted property that included a total of 1,395 parcels.

e Answered 40,000 taxpayer phone calls in FY 2014-15.

e Managed Treasury Investment Pool with average assets of nearly $2.48 billion and provided liquidity
for over 200 public agency pool participants.

e Managed over 12,100 participant accounts in the Deferred Compensation program with assets as of
June 30, 2015 of over $434 million.

JUSWIUIBA0S) [e43Us9)
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Treasurer-Tax Collector

Department Head: Jordan Kaufman, Elected

Fund: General

Budget Unit: 1120

Description of Major Services

Function: General Government
Activity: Finance

The Treasurer-Tax Collector receives, safeguards, invests, and disburses funds for the school
districts, special districts, special trust funds and the County deferred compensation plan. The
department invests all funds on deposit in the County treasury in accordance with government
code to ultimately achieve a reasonable return for pool participants. The department also
distributes property tax bills and collects those taxes in addition to other local taxes for all local
governmental agencies and conducts tax-defaulted land sales.

APPROPRIATIONS:
Salaries and Benefits
Services and Supplies
Other Charges

Capital Assets

Other Financing Uses
TOTAL EXPENDITURES

REVENUE:

Fines and Forfeitures

Charges for Services

Miscellaneous

Other Financing Sources:
Redemption Trust Fund

TOTAL REVENUE

Less Available BSI *

NET GENERAL FUND COST

BSI Ending Balance *

Summary of Expenditures and Revenue

FY 2014-15 FY 2015-16 FY 2016-17
Adopted Department Preliminary
Actual Budget Actual Requested Recommended ~ Recommended
$3,355,679 $3,373,608 $3,347,507 $3,283,251 $3,283,251 $3,284,281
2,376,209 2,476,428 2,313,326 2,609,416 2,609,416 2,610,404
0 0 0 23,000 23,000 23,000
20,807 46,000 102,934 47,000 47,000 47,000
0 642,005 0 0 0 498,302
$5,752,695 $6,538,041 $5,763,767 $5,962,667 $5,962,667 $6,462,987
$103,333 $95,000 $98,256 $105,000 $105,000 $105,000
4,183,580 3,854,393 3,608,823 3,719,857 3,719,857 3,719,857
421,724 456,800 467,521 441,270 441,270 441,270
456,431 662,760 626,659 876,222 876,222 876,222
$5,165,068 $5,068,953 $4,801,259 $5,142,349 $5,142,349 $5,142,349
$0 ($642,005) $0 $0 $0 ($498,302)
$587,627 $827,083 $962,508 $820,318 $820,318 $822,336
$584,729 N/A $498,302 N/A N/A N/A

* BSI = Budget Savings Incentives

Major Expenditures and Revenue in FY 2016-17 Recommended Budget

The majority of the expenditures for this budget unit are associated with staffing costs for

positions required to perform the banking and property tax collection functions of the County.

The services and supplies expenditures originate from banking fees, as well as costs related to

printing and mailing tax bills, and equipment upgrades. The department is primarily funded

through charges to participants in the treasury pool for banking and investment services, various

property tax delinquency charges, and an allocation of Net General Fund Cost.

County of Kern
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Budget Changes and Operational Impacts

181

9
Changes in expenditures from FY 2015-16 actual totals are primarily the result of services and c?g
supplies increasing by $207,474 as a result of anticipated increases in costs associated with QO
banking fees, mailing, and printing. The recommended budget includes appropriations for the )
purchase of a replacement network switch and three multi-function high speed printers to replace 2
those that are not operational. The department is using $230,733 in Budget Savings Incentive S
(BSI) credits in order to meet the 5% NGFC reduction. There are no significant operational g
impacts at the recommended Net General Fund Cost. @
~t
Expenditures, Revenue, and NGFC Trend
7,000,000
/.
6,000,000 ./- o— —0—
5,000,000 /A\/’
4,000,000
=== Expenditures
3,000,000 === Revenue
A== NGFC
2,000,000
fAN
1,000,000 A
A AY
0
FY 2013-14 FY 2014-15 FY 2015-16 FY 2016-17 FY 2016-17
Department Recommended
Requested

Staffing Changes and Operational Impacts

The preliminary recommended budget provides the department with funding for 30 full-time

positions, and five extra help positions, which is the same as FY 2015-16.

Average Filled Positions

FY 2016-17
Department
Requested

FY 2014-15 FY 2015-16

FY 2013-14

B Permanent Positions DO Extra Help/Temporary

FY 2016-17
Recommended

County of Kern
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o
S 4-Year Staffing Trend
= Department
c Actual Requested Recommended
qh) FY 2013-14 FY 2014-15 FY 2015-16 FY 2016-17
C>) AVERAGE FILLED POSITIONS
(@) Permanent Positions 29 29 30 30 30
= Extra Help/Temporary 6 4 4 5 5
CIL) Total Positions 35 33 34 35 35
GC—’ ACTUAL FULL-TIME EQUIVALENTS
O Permanent Positions (FTE) 30 29 30 N/A N/A
Extra Help/Temporary (FTE) 5 4 4 N/A N/A
Total Positions 35 33 34 N/A N/A
SALARIES & BENEFITS $3,198,996 $3,355,679  $3,347,507 $3,283,251 $3,284,281

Summary of Authorized Positions

The department has 30 authorized permanent positions, of which all have been budgeted to be

filled during FY 2016-17 as indicated below.

Requested
Division Authorized  Additions  Deletions Total Filled Vacant Total
Administration 9 0 0 9 9 0 9
Taxpayer Services 13 0 0 13 13 0 13
Financial Services 7 0 0 7 7 0 7
Deferred Compensation 1 0 0 1 1 0 1
Total 30 0 0 30 ; 30 0 30
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Administration

Classification

Treasurer-Tax Collector

Asst. Treasurer-Tax Collector
Accountant Il

Confidential Administrative Asst.
Technology Services Manager
Local Area Network Administrator
Systems Analyst

Programmer |

Requested Total

Deferred Compensation

Classification
Fiscal Support Technician
Requested Total

Taxpayer Services

Classification
1 Fiscal Support Supervisor
1 Fiscal Suport Specialist
10 Fiscal Support Technician
1 TaxCollection Investigator Il

13 Requested Total

Financial Services

Classification
2 Fiscal Support Specialist
1 Principal Treasury Investment Off.
___ 4 Fiscal Support Technician
7 Requested Total
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Fiscal Year 2016-17 Goals, Objectives, and Performance Measures

These indicators measure the collection rate of the secured and unsecured lien date tax bills. The high percentages
demonstrate the effectiveness of all collection activities undertaken by the Treasurer-Tax Collector.

o
S
= ] Goal 1: Collection of property taxes in the most efficient manner
c

jective 1: Maximize the collection of property taxes
ah) Objective 1: M the collect f property t
> 2013-14  2014-15  2015-16  2015-16  2016-17
o Measurement Actual Actual Adopted Actual Goal
O) Percentage of Secured taxes collected 98.22% 98.15% 100% 98.20% 100%
E Percentage of Unsecured taxes collected 99.19% 99.01% 100% 99.10% 100%
(5]
c
(b}
@)

Objective 2: Maximize the level of customer service to the taxpayer

2013-14  2014-15  2015-16  2015-16  2016-17

Measurement Actual Actual Adopted Actual Goal
- . . Under Under
Average wait time for incoming taxpayer telephone calls 25 sec. 41 sec. 30 sec. 32 sec. 30 sec.

This indicator measures the average time a taxpayer waits in our automated call management system, listening to an
automated message before speaking to a taxpayer services representative. This is an indication of the customer service
level provided by the Treasurer-Tax Collector. For budgetary purposes, the Department held vacant one Fiscal Support
Technician position for half of the year, which negatively impacted the Department’s ability to answer phones quickly.
The goal for this upcoming year assumes being fully staffed. However, if the Department is required to reduce staff or
hold positions vacant, this goal will be most difficult to attain.

Goal 2: Operate the deferred compensation plan in the most efficient manner

Objective 1: Process deferred compensation transactions in the most efficient manner

2013-14  2014-15  2015-16  2015-16  2016-17
Measurement Actual Actual Adopted Actual Goal
Deferred compensation transactions processed per FTE in the Deferred 5,838 5,235 5,500 5,962 5,500
Compensatlon Division
This indicator measures the number of deferred compensation transactions processed per full-time equivalent in the
Deferred Compensation division. Deferred compensation transactions include: setting up new participants; payroll
deduction transactions; distribution requests; rollovers into and out of IRAs, 401ks, and other DC plans; periodic
payment plan setups; plan Il to plan | transfers; purchase of service credit; loans; and other DC related transactions. The
department continues to try to increase its efficiency through the automation of different types of transactions.

Objective 2: Maximize employee participation in the deferred compensation plan.

2013-14  2014-15  2015-16  2015-16  2016-17
Measurement Actual Actual Adopted Actual Goal
Percentage of new employees taking advantage of the deferred 43.3% 47.4% 100% 52 204 100%
compensation employer match
This indicator measures the percentage of new employees taking advantage of the deferred compensation employer
match. Because new Service Employees International Union (SEIU) and unrepresented management employees have a
much lower defined benefit retirement tier, the deferred compensation plan with the employer match now represents a
more critical piece of their overall retirement savings plan. The employer match program began in November of 2007
with the adoption of the SEIU Memorandum of Understanding. In late 2010, as a cost saving measure, new employees
were no longer required to attend face to face deferred compensation orientation meetings and started getting
information online. There was a significant increase in participation this past fiscal year due to a one-page Quick
Enrollment Form introduced this year, as well as a marketing campaign encouraging employees opting out of their
Retiree Health Premium Supplement benefit to put that additional money into their deferred compensation account. The
average match percentage amount remains at 5.1%.
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Mission Statement

The Kern County Assessor-Recorder’s Office will continue to provide professional and courteous
public service as well as maintain a high morale and positive working conditions for all employees.
This Office will fulfill the functions of Assessor-Recorder as mandated by law. The Assessor-Recorder
will emphasize training for all new employees and improve employee performance and develop job
satisfaction. The Assessor-Recorder will be dedicated to automating systems and procedures.

Organizational Chart
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Recorder
Assistant Admin.
Assessor 4)
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Admin. Employment Information Special Realt Assessment
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1 (©) 4) (30) (45)

Fiscal Year 2014-15 and 2015-16 Accomplishments

Completed timely closure of both FY 2014-15 and FY 2015-16 assessment roll.

Received a positive State Board of Equalization Practices Survey stating the Assessor
department in compliance with state regulation. The department is implementing
recommendations made during the survey.

Completed the required audits for the 2015 Calendar Year and reduced the backlog of
pending audits.

Reviewed approximately 58,000 residential values in section 51 status to reduce the large
number of properties currently in this status.

Completed State Board of Equalization annual review of employee owned property.

Resolved numerous assessment appeals and had only 1,992 assessment appeals filed to date
for the 2015 assessment year, similar to FY 2014-15. The appeals backlog will be further
reduced given the decreased filing volume.
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Assessor

Department Head: Jon Lifquist, Elected
Fund: General

Budget Unit: 1130

Description of Major Services

General Government

Function: General Government
Activity: Finance

Under California law, the Assessor establishes a valuation for all locally taxable property
including residential, commercial, business and personal property. The Assessor locates all
taxable property in the County, identifies the owners, and describes the property. Additionally,

the department applies all legal exemptions and exclusions, when applicable. The Assessor
completes an assessment roll presenting the assessed values for all property and must maintain a

record of those assessments.

Summary of Expenditures and Revenue
FY 2014-15 FY 2015-16 FY 2016-17
Adopted Department Preliminary
Actual Budget Actual Requested Recommended  Recommended
APPROPRIATIONS:
Salaries and Benefits $10,458,310 $10