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Important Notice Regarding COVID 19

Based on guidance from the California Department of Public Health and the California Governor’s Office, in
order to minimize the spread of the COVID 19 virus, please do the following:

1. While the Board chambers remain open, you are strongly encouraged to observe the live stream of the
Board of Supervisors meetings at https://monterey.legistar.com/Calendar.aspx, http://www.mgtvonline.com/,
www.youtube.com/c/MontereyCounty TV or https://www.facebook.com/MontereyColnfo/

If you attend the Board of Supervisors meeting in person, you will be required to maintain appropriate social
distancing, i.e., maintain a 6-foot distance between yourself and other individuals.

2. If you choose not to attend the Board of Supervisors meeting but desire to make general public comment, or
comment on a specific item on the agenda, you may do so in three ways:

a. submit your comment via email by 5:00 p.m. on the Monday prior to the Board meeting. Please submit your
comment to the Clerk of the Board at cob@co.monterey.ca.us. In an effort to assist the Clerk in identifying the
agenda item relating to your public comment please indicate in the Subject Line, the meeting body (i.e. Board
of Supervisors Agenda) and item number (i.e. Item No. 10). Your comment will be placed into the record at
the Board meeting.

b. if you are watching the live stream of the Board meeting, you may submit your comment, limited to 250
words or less, to the Clerk of the Board at publiccomment@co.monterey.ca.us. General public comment must
be received during the General Public Comment item on the agenda, and comments on specific agenda items
must be received as it is being heard. In an effort to assist the Clerk in identifying the agenda item relating to
your public comment please indicate in the Subject Line, the meeting body (i.e. Board of Supervisors Agenda)
and item number (i.e. [tem No. 10). Every effort will be made to read your comment into the record, but some
comments may not be read due to time limitations. Comments received after an agenda item will be made part
of the record if received prior to the end of the meeting.

c. you may participate through ZOOM. For ZOOM participation please join by computer audio at:
https://montereycty.zoom.us/j/224397747

OR to participate by phone call any of these numbers below:

+1 669 900 6833 US (San Jose)
+1 346 248 7799 US (Houston)
+1 312 626 6799 US (Chicago)
+1 929 205 6099 US (New York)
+1 253215 8782 US

+1 301 715 8592 US

Enter this Meeting ID number: 224397747 when prompted. Please note there is no Participant Code, you will
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just hit # again after the recording prompts you.

You will be placed in the meeting as an attendee; when you are ready to make a public comment if joined by
computer audio please Raise your Hand; and by phone please push *9 on your keypad.

3. You are encouraged to participate via Zoom; however, additional seating with audio of the Board meeting
will be available in the Monterey Room on the 2nd floor of the County Government Center is needed for

overflow.
Aviso importante sobre COVID 19

Basado en la guia del Departamento de Salud Publica de California y la Oficina del Gobernador de California,
para minimizar la propagacion del virus COVID 19, haga lo siguiente:

1. Mientras las camaras de la Junta permanecen abiertas, le recomendamos que observe la transmision en vivo
de las reuniones de la Junta de Supervisores en https://monterey.legistar.com/Calendar.aspx, http:
//www.mgtvonline .com /, www.youtube.com/c/MontereyCountyTV o
https://www.facebook.com/MontereyColnfo/

Si asiste a la reunion de la Junta de Supervisores en persona, deberd mantener un distanciamiento social
apropiado, es decir, mantener una distancia de 6 pies entre usted y otras personas.

2. Si elige no asistir a la reunion de la Junta de Supervisores pero desea hacer un comentario publico general o
comentar un tema especifico de la agenda, puede hacerlo de tres maneras:

a. envie su comentario por correo electronico antes de las 5:00 p.m. el lunes anterior a la reunion de la Junta.
Envie su comentario al Secretario de la Junta a cob@co.monterey.ca.us. En un esfuerzo por ayudar al
Secretario a identificar el item de la agenda relacionado con su comentario publico, indique en la linea de
asunto, el cuerpo de la reunion (es decir, la agenda de la Junta de Supervisores) y el nimero de item (es decir,
el item No. 10). Su comentario se colocara en el registro en la reunion de la Junta.

b. Si esta viendo la transmision en vivo de la reunidn de la Junta, puede enviar su comentario, limitado a 250
palabras o menos, al Secretario de la Junta en publiccomment@co.monterey.ca.us. Los comentarios del
publico en general deben recibirse durante el elemento de Comentarios del publico en general en la agenda, y
los comentarios sobre los elementos especificos de la agenda deben recibirse mientras se escuchan. En un
esfuerzo por ayudar al Secretario a identificar el item de la agenda relacionado con su comentario publico,
indique en la linea de asunto, el cuerpo de la reunion (es decir, la agenda de la Junta de Supervisores) y el
numero de item (es decir, el item No. 10). Se hara todo lo posible para leer su comentario en el registro, pero
algunos comentarios pueden no leerse debido a limitaciones de tiempo. Los comentarios recibidos después de
un item de la agenda seran parte del registro si se reciben antes del final de la reunion.

c. Puedes participar a través de ZOOM. Para participar en ZOOM, tnase por audio de computadora en:
https://montereycty.zoom.us/j/224397747
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O para participar por teléfono, llame a cualquiera de estos niumeros a continuacion:

+1 669 900 6833 EE. UU. (San José)
+1346248 7799 EE. UU. (Houston)
+1312626 6799 EE. UU. (Chicago)
+1929205 6099 EE. UU. (Nueva York)
+1 253 215 8782 EE. UU.

+1301715 8592 EE. UU.

Ingrese este ntimero de ID de reunion: 224397747 cuando se le solicite. Tenga en cuenta que no hay un
Cddigo de participante, simplemente presionara # nuevamente después de que la grabacion lo solicite.

Se lo colocara en la reunion como asistente; cuando esté listo para hacer un comentario publico si se une al
audio de la computadora, levante la mano; y por teléfono presione * 9 en su teclado.

3. Se le anima a participar a través de Zoom; sin embargo, se necesitaran asientos adicionales con audio de la
reunion de la Junta en el Salon Monterey en el segundo piso del Centro de Gobierno del Condado para el
desborde.
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NOTE: All agenda titles related to numbered agenda items are live web links. Click on the title to be
directed to the corresponding Board Report.

PUBLIC COMMENT: Members of the public may address comments to the Board concerning each
agenda item. The timing of public comment shall be at the discretion of the Chair.

Please refer to the separate agendas for Special Districts and Agencies governed by the Board of

Supervisors that may be scheduled for agenda items today.

Pursuant to Governor Newsom’s Executive Order No. N-29-20, some or all Supervisors may
participate in the meeting by telephone or video conference.

9:00 A.M. - Call to Order

Roll Call

Pledge of Allegiance

Additions and Corrections by Clerk

The Clerk of the Board will announce agenda corrections and proposed additions, which
may be acted on by the Board as provided in Sections 54954.2 of the California
Government Code.

General Public Comments

This portion of the meeting is reserved for persons to address the Board on any matter
not on this agenda but under the jurisdiction of the Board of Supervisors. Board
members may respond briefly to the statement made or questions posed. They may ask
a question for clarification; make a referral to staff for factual information or request staff
to report back to the Board at a future meeting.

Scheduled Matters

1. Adopt a Resolution to:
a. Establish a Section 115 Pension Trust administered by Public Agency Retirement
Services (PARS) and appointing the County Administrative Officer as the Plan
Administrator; and
b. Adopt the Monterey County Pension Liability Policy; and
c. Authorize the Auditor-Controller and the County Administrative Office to post the
necessary budget adjustments and accounting entries, including operating transfers to
establish proper accounting and financial reporting mechanism for the Section 115
Pension Trust during FY2020-21 and FY2021-22, as appropriate; and
d. Authorize and direct the Auditor-Controller to amend the FY 2020-21 Adopted
Budget by increasing appropriations in the County Administrative Office’s Other
Financing Uses Budget Unit (001-1050-CA0O017-8038) by $8,038,138, financed
by the release of the General Fund Compensated Absence Assignment (BSA 3115)
for the operating transfer out to the Section 115 Pension Trust (4/5ths vote); and
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e. Cancel the General Fund Compensated Absence Assignment (BSA 3115) of
$8,038,138 in FY 2020-21 (4/5ths vote); and

f. Authorize and direct the Auditor-Controller to transfer the FY 2020-21 ending
reconciled balance in the UAL-PERS Unfunded Liability sub-BSA (2103), Payroll
Revolving Fund (Fund 543) as an additional contribution to the newly established
Section 115 Pension Trust.

Attachments: Board Report

Resolution with Exhibit A

PARS vs. CalPES CERBT Net Performance Fee Analysis

Adopt a Resolution for the Fiscal Year 2021-22 GANN Appropriation Limits
pursuant to Article XIII B of the California Constitution.

Attachments:  Board Report
FY21-22 GANN Appropriation Limits
GANN Limit Resolution 2021-22

Open the public hearing to consider the FY 2021-22 Recommended Budget.

3.

County Administrative Officer’s comments on the FY 2021-22 Recommended
Budget.

Report of the Budget Committee and Comments by Board Members.

County Administrative Office presentation of the FY 2021-22 Recommended
Budget.

Attachments:  Budget Hearing Presentation FY 2021-22

Public Comment regarding the Recommended Budget & Department Budget Public Hearings

Departmental Presentations

6.

Departmental Budget Public Hearings Schedule (attached order of Departmental
Budget Presentations).

Attachments:  County of Monterey FY 2021-22 Recommended Budget

Finance and Administration (General Government)

a. 1050 County Administrative Office...pg. 177
8054 Intergovernmental & Legislative Affairs (CAO004)
Attachments: CAO-IGLA Budget Presentation 6-2-21
Sustainable Infrastructure MA1 Position Budget FY 21-22
b. 1930 Information Technology...pg. 319
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8432 ITD Administration (INF002)
8433 Applications (INF002)

8434 Service Delivery (INF002)

8436 Infrastructure (INF002)

8437 Security (INF002)

8439 Information Technology (INF002)

Attachments: |TD Budget Presentation 6-2-21

Public Safety/Criminal Justice

C.

Land Use and Environment

d.

2300 Sheriff-Coroner...pg. 357

8225 Civil (SHE001)

8227 Professional Standards (SHE001)

8229 Records and Warrants (SHE001)

8233 Custody Administration (SHE006)

8234 Court Services (SHE003 & SHE006)

8238 Jail Operations and Administration (SHE003 & SHE006)
8239 Inmate Programs (SHE003)

8242 Enforcement Operations and Administration (SHE001 & SHE006)
8245 Coroner & Investigation (SHE001 & SHE006)

8246 Narcotics (SHE006)

8250 Community Services and Special Enforcement (SHE001)
8273 Administration and Indirect Costs (SHE0O1)

8532 Inmate Medical Program (SHE003)

Attachments:  Sheriff-Coroner Budget Presentation 6-2-21

3200 Public Works, Facilities and Parks...pg. 451

8551 County Disposal Sites (PFP001)

8552 Facility Services (PFP054)

8553 Utilities (PFP055)

8554 Litter Control (PFP002)

8555 Special Districts Administration (PFP003)

8556 Parks Operations (PFP058)

8557 Stormwater/Floodplain Management (PFP061)
8558 Road & Bridge Engineering (PFP004)

8559 Road & Bridge Maintenance (PFP004)

8560 Fish & Game Propagation (PFP059)

8561 East Garrison Public Financing Authority (PFP005)
8562 East Garrison Community Services District (PFP006)
8563 Capital Projects (PFP056)

8564 Facility Master Plan Projects (PFP057)
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8565 Nacimiento Resort/Recreation (PFP060)

8566 County Service Areas (PFP007-PFP046 & PFP051)

8567 County Sanitation District (PFP047-PFP050 & PFP052-PFP053)
8569 Administration (PFP062)

Attachments:  Public Works, Facilities & Parks Budget Presentation 6-2-21

Health and Sanitation

e. 4000 Health...pg. 487
8096 Clinic Services Administration (HEA007)
8097 Alisal Health Center (HEA007)
8098 Clinic Services NIDO Clinic (HEA007)
8099 Laurel Family Practice (HEA007)
8100 Laurel Internal Medicine (HEA007)
8101 Laurel Pediatrics (HEA007)
8103 Marina Health Center (HEA007)
8105 Seaside Family Health Center (HEA007)
8108 Ambulance Service (HEA010)
8109 EMS Operating (HEA006)
8111 Uncompensated Care (HEA009)
8112 Consumer Health Protection Services (HEA005)
8113 Recycling and Resource Recovery Services (HEA005)
8115 Environmental Health Review Services (HEA005)
8116 Hazardous Materials & Solid Waste Management (HEA0O0S5)
8117 Environmental Health Fiscal and Administration (HEA00S)
8118 Public Guardian/Administrator/Conservator (HEA00S8)
8121 Children's Medical Services (HEA004)
8123 Community Health Regional Teams (HEA003)
8124 Public Health (HEA003)
8272 Drinking Water Protection (HEAQ05)
8410 Behavioral Health (HEA012, HEAO15 & HEAO016)
8424 Health Realignment (HEA013)
8438 Health Department Administration (HEA014)
8442 Animal Services (HEA001)
8446 Bienestar Salinas (HEA007)
8447 Marina Integrative Clinic (HEA007)
8448 Laurel Vista (HEA007)
8449 Clinic Services Quality Improvement (HEA007)
8450 Customer Service Center (HEA007)
8473 Whole Person Care (HEA017)

Attachments:  Health Department Budget Presentation 6-2-21

Public Assistance
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f. 5010 Social Services...pg. 541
8252 CalWORKS/TANF (SOC001)
8253 General Assistance (SOC002)
8254 THSS Wages/Benefits (SOC001)
8255 Out of Home Care (SOC001)
8257 Community Action Partnership (SOC007)
8258 Community Programs (SOC004)
8259 THSS Public Authority (SOCO008)
8260 Military & Veterans Services (SOC003)
8262 Social Services (SOCO005)
8268 Area Agency on Aging (SOCO010)
8425 Social Services Realignment (SOC012)
8464 Protective Services (SOCO011)
8498 Office of Employment Training (SOCO013)

Attachments:  Department of Social Services Budget Presentation 6-2-21

Departments Not Presented

Finance and Administration (General Government)

7. 1000 Board of Supervisors (BOA001)...pg. 159

8. 1050 County Administrative Office...pg. 161
8045 Administration & Finance (CAO001)
8046 Budget & Analysis (CAO001)
8047 Contracts/Purchasing (CAO002)
8054 Intergovernmental & Legislative Affairs (CAO004)
8056 Office of Emergency Services (CAO005)
8440 Office of Community Engagement and Strategic Advocacy (CAO024)
8451 Fleet Administration (CAO025)
8474 Records Retention (CAO028)
8478 Workforce Development Board (CAO030)
8504 Rifle Range (CA0O029)
8508 Courier (CAO035)
8509 Mail (CAO035)
8514 Housing and Economic Development Administration (CAO038)
8533 Cannabis (CAO004)
8536 Laguna Seca Recreational Area (CAO046)
8541 Emergency Operations Center (CAO005)

9. 1050 CAO Non-Departmental...pg. 191
8028 Contributions - Proposition 172 (CAO007)
8029 Contributions-Other Agencies (CAO007)
8031 Trial Courts (CAO008)
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8034 Contingencies (CA0020)

8035 County Memberships (CAO013)

8037 Medical Care Services (CAO016)

8038 Other Financing Uses (CAO017)

8039 Other General Expenditures (CAO014)
8041 Non-Program Revenue (CAO019)

8412 Homeland Security Grant (CAO023)
8472 Auxiliary Services (CAO027)

8483 Vehicle Replacement Planning (CAO032)
8506 Enterprise Resource Planning (CAO034)
8512 Development Set-Aside (CAO036)

8516 Revolving Loan Program (CAO040)

8539 Building Improvement and Replacement (CAO047)
8568 Equipment Replacement (CAO048)

10. 1060 Human Resources Departmental...pg. 217
8401 Employee & Labor Relations (HRDOO1)
8402 Human Resources Services (HRD001)
8404 Employee Benefits (HRDO0O1)
8445 Human Resources Administration (HRDOO1)
8496 HR Information System (HRDO0O1)

1. 1060 Human Resources Non-Departmental...pg. 230
8413 Dental (HRD002)
8414 Vision (HRD002)
8415 Employee Assistance Program (HRD002)
8416 Disability (HRD002)
8417 Unemployment (HRD002)
8418 Misc. Benefits (HRD002)
8419 Other Post-Employment Benefits (HRD002)

12. 1080 Civil Rights Office...pg. 239
8505 Civil Rights Office (CRO001)

13. 1110 Auditor-Controller Departmental...pg. 245
8011 Auditor Controller (AUDO01)
8372 Disbursements (AUDO001)
8373 Systems Management (AUDOO1)
8374 General Accounting (AUDO001)
8375 Internal Audit (AUDO001)

14. 1110 Auditor-Controller Non-Departmental...pg. 258
8007 PIC Debt Service (AUDO005)
8010 Annual Audits (AUD002)

15. 1170 Treasurer-Tax Collector...pg. 261
8263 Property Tax (TREO001)
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16.

17.

18.

19.

20.

8264 Revenue (TRE001)
8266 Treasury (TRE001)

1180 Assessor-County Clerk-Recorder...pg. 273
8003 Assessor (ACR001)
8004 Clerk/Recorder (ACR002 & ACRO003)

1210 County Counsel Departmental...pg. 283
8057 County Counsel (COUO001)
8407 Risk Management (COU002)

1210 County Counsel Non-Departmental...pg. 291
8405 Grand Jury (COUO005)
8408 General Liability (COU003)
8409 Workers’ Compensation (COU004)
8429 Enterprise Risk (COU006)

1300 Clerk of the Board...pg. 297
8019 Assessment Appeals Board (COB001)
8020 Clerk of the Board (COB001)

1410 Elections...pg. 303
8064 Elections (ELE001)

Public Safety/Criminal Justice

21,

22,

23.

24,

25,

1520 Emergency Communications...pg. 309
8426 Emergency Communications (EME002)
8480 NGEN Operations & Maintenance (EME(003)
8507 Emergency Communications (EME004)

2240 District Attorney...pg. 333
8062 Civil (DIS001)
8063 Criminal (DIS001 & DIS002)

2250 Child Support Services...pg. 343
8018 Child Support Services (CHI001)

2270 Public Defender...pg. 349
8168 Alternate Defenders Office (PUB001)
8169 Public Defender (PUB001 & PUB002)

2550 Probation...pg. 397
8162 Alternative Programs (PRO001 & PRO002)
8163 Juvenile Hall (PRO001)
8164 Youth Center (PRO001 & PRO002)
8165 Adult Probation (PRO001 & PRO002)
8166 Juvenile Probation (PRO001 & PRO002)
8167 Probation Administration (PRO001)
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Land Use and Environment

26. 2810 Agricultural Commissioner...pg. 417
8001 Agriculture/Weights & Measures (AGR001)
8002 Produce Inspection (AGR001)

27. 3100 Housing and Community Development...pg. 433
8542 Administration (HCDO0O1)
8543 Community Development (HCD002)
8544 Inclusionary Housing (HCDO003)
8545 Community Development Reuse (HCD004)
8546 Community Development Grant (HCDO005)
8547 Castroville/Pajaro Housing Set-Aside (HCDO006)
8548 Boronda Housing Set-Aside (HCD007)
8549 East Garrison Developer Reimbursements (HCDO00S)
8550 Habitat Management (HCDO009)

Recreation and Education Services

28. 6110 Library...pg. 563
8141 Library (LIB001)

29. 6210 Cooperative Extension...pg. 569
8021 Cooperative Extension (EXT001)
8022 Cooperative Ext-Reimbursed Projects (EXTO001)

Natividad Medical Center

30. 9600 Natividad Medical Center...pg. 577
8142 Natividad Medical Center (NMCO001 & NMC002)

Recess to Lunch - Time to be Determined

Reconvene

Closing Presentation by the Budget and Analysis Division

31. 1050 CAO Non-Departmental...pg. 196
8034 Contingencies (CA0020)

Final vote of Board to confirm direction given to staff regarding the budget

Continue Departmental Budget Public Hearings, if needed, to June 3, 2021 at 9:00 a.m. in the
Government Center Building - Board Chambers, 168 W. Alisal Street, 1st Floor, Salinas CA 93901.

Adjournment
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Monterey County Item No.1

Board of Supervisors
Chambers

Board Report 168 W. Alisal St., 1st Floor
Salinas, CA 93901

Legistar File Number: RES 21-096 June 02, 2021

Introduced: 5/26/2021 Current Status: Agenda Ready
Version: 1 Matter Type: BoS Resolution

Adopt a Resolution to:

a. Establish a Section 115 Pension Trust administered by Public Agency Retirement Services (PARS)
and appointing the County Administrative Officer as the Plan Administrator; and

b. Adopt the Monterey County Pension Liability Policy; and

c. Authorize the Auditor-Controller and the County Administrative Office to post the necessary budget
adjustments and accounting entries, including operating transfers to establish proper accounting and
financial reporting mechanism for the Section 115 Pension Trust during FY2020-21 and FY2021-22,
as appropriate; and

d. Authorize and direct the Auditor-Controller to amend the FY 2020-21 Adopted Budget by
increasing appropriations in the County Administrative Office’s Other Financing Uses Budget Unit
(001-1050-CAO017-8038) by $8,038,138, financed by the release of the General Fund

Compensated Absence Assignment (BSA 3115) for the operating transfer out to the Section 115
Pension Trust (4/5ths vote); and

e. Cancel the General Fund Compensated Absence Assignment (BSA 3115) of $8,038,138 in FY
2020-21 (4/5ths vote); and

f. Authorize and direct the Auditor-Controller to transfer the FY 2020-21 ending reconciled balance in
the UAL-PERS Unfunded Liability sub-BSA (2103), Payroll Revolving Fund (Fund 543) as an
additional contribution to the newly established Section 115 Pension Trust.

RECOMMENDATION:
It is recommended that the Board of Supervisors adopt a Resolution to:

a. Establish a Section 115 Pension Trust administered by Public Agency Retirement Services (PARS)
and appointing the County Administrative Officer as the Plan Administrator; and

b. Adopt the Monterey County Pension Liability Policy; and

c. Authorize the Auditor-Controller and the County Administrative Office to post the necessary budget
adjustments and accounting entries, including operating transfers to establish proper accounting and
financial reporting mechanism for the Section 115 Pension Trust during FY2020-21 and FY2021-22,
as appropriate; and

d. Authorize and direct the Auditor-Controller to amend the FY 2020-21 Adopted Budget by
increasing appropriations in the County Administrative Office’s Other Financing Uses Budget Unit
(001-1050-CAO017-8038) by $8,038,138, financed by the release of the General Fund

Compensated Absence Assignment (BSA 3115) for the operating transfer out to the Section 115
Pension Trust (4/5ths vote); and

e. Cancel the General Fund Compensated Absence Assignment (BSA 3115) of $8,038,138 in FY
2020-21 (4/5ths vote); and

f. Authorize and direct the Auditor-Controller to transfer the FY 2020-21 ending reconciled balance in
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the UAL-PERS Unfunded Liability sub-BSA (2103), Payroll Revolving Fund (Fund 543) as an
additional contribution to the newly established Section 115 Pension Trust.

SUMMARY:

Monterey County contracts with the California Public Employees’ Retirement System (CalPERS) to
provide retirement benefits for permanent County employees. Each year, the County receives actuarial
valuation reports, identifying the employer contribution rates for the following year and the unfunded
accrued liability (UAL). The UAL has grown significantly due to changes in wages, reduced earnings
on investments, changes in demographics, and policy changes enacted by the CalPERS Board, such

as reductions to the assumed discount rate and shorter amortization schedules for these liabilities.

The increase in the UAL results in the County’s employer contribution rates increasing much more
rapidly than the County’s revenues. Based on the June 30, 2019 CalPERS valuation reports,
published in July 2020, the UAL for Monterey County is $762.5 million ($501.2 million in the
Miscellaneous plan and $261.2 million in the Safety plan. With $1.6 billion in assets in the
Miscellaneous plan, the funded ratio is 75.7%. With $485.3 million in assets in the Safety plan, the
funded ratio is 65.0%.

Staff is requesting that the Board establish a Section 115 Pension Trust (“Pension Trust) for pension
obligations with the Public Agency Retirement Services (PARS) to address the County’s growing
UAL. The initial investment for the Pension Trust will be $8.0 million that currently resides in the
General Fund Compensated Absence Assignment. Staff also recommends using the FY 2020-21
ending reconciled balance in the UAL-PERS Unfunded Liability sub-BSA (2103) in the Payroll
Revolving Fund (Fund 543) as an additional contribution to the Pension Trust. Staff is also requesting
the Board adopt a Pension Liability Policy to provide oversight and procedures for the administration
of the Pension Trust.

DISCUSSION:

The County contracts with CalPERS to provide retirement benefits for permanent employees. Each
year, the County receives actuarial valuation reports, identifying the employer contribution rates for the
following year and the unfunded accrued liability (UAL). Currently, the County only contributes the
actuarially determined required employer contribution amount that is actuarially determined in
accordance with GASB Standard No. 68 and Actuarial Standards of Practice (ASOP) for its pension
costs. If the ADC is paid on an ongoing basis, the County would fund both the normal cost for each
year and amortize the UAL. The UAL has grown significantly due to changes in wages, reduced
earnings on investments, changes in demographics, and policy changes enacted by the CalPERS
Board. By establishing a Pension Trust, pursuant to IRS Code Section 115, the County will utilize an
investment strategy more similar to that used by CalPERS, which is designed to provide annualized
returns of 4-6%, depending on investment strategy. Funds held in the trust would only be available to
fund future pension liabilities.

Staff analyzed the performance and fee structure of the top four entities that provide Section 115 trust
services for pension in California and selected Public Agency Retirement Services (PARS) as the
County’s trust administrator. The selection was based on their experience with California public
agencies and their competitive fee structure. Historically, PARS provides more investment
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opportunities and better overall returns. PARS will provide trust administration and consultation
services, including recordkeeping, accounting, actuarial coordination, monitor contributions, process
disbursements, and monitoring compliance. As partners to PARS, U.S. Bank will be the trustee,
including the plan fiduciary and the custodian of the assets; HighMark Capital will be the investment

manager.

The trust administration fees would be funded by the plan assets and based on the assets' value.
Administrative fees paid to PARS range from twenty-five basis points for balances less than $10.0
million to ten basis points for balances above $50 million. Investment fees paid to U.S. Bank and
HighMark Capital range from thirty-five basis points for balances less than $5.0 million to ten basis
points for balances above $50 million.

To ensure ongoing oversight of the pension trust, staff recommends the Board adopt the attached
Pension Liability Policy and appoint the County Administrative Officer as the Plan Administrator.
Unlike the investment policy that governs the County Treasury, the Pension Trust is designated to
address future liabilities and has unique risks and opportunities.

The County Administrative Office also recommends the release of the Compensated Absence
Assignment, with a balance of $8,038,138, to be transferred to the Pension Trust. During review of
historical UAL charges to departments, the Auditor-Controller’s Office notified the County
Administrative Office about fund balance in the UAL-PERS Unfunded Liability account within the
Payroll Revolving Fund. The Auditor-Controller’s Office aims to close the account in FY 2020-21.
The County Administrative Office recommends that the ending reconciled balance in the UAL-PERS
Unfunded Liability account is transferred to the new Pension Trust.

OTHER AGENCY INVOLVEMENT:
The Budget Committee supported this recommendation at its May 26, 2021 meeting. The County

Administrative Office prepared this report with input and review from the Auditor-Controller,
Treasurer-Tax Collector, and County Counsel.

FINANCING:

The County will not pay any plan set-up fees for the creation of the pension trust with PARS. Ongoing
fees after the trust is established would range from sixty basis points to twenty basis points based on
the asset amount. PARS does not receive any compensation from investments or any commissions, or
any other forms of compensation. Per the Pension Liability Policy, the initial contributions to the
Pension Trust will be funded by the Board authorized Compensated Absence fund balance, and
ongoing contributions will be funded through annual departmental charges.

BOARD OF SUPERVISORS STRATEGIC INITIATIVES:
The establishment of the Pension Trust adheres the Board’s Administration Strategic Initiative by

promoting the efficient and effective management of the County’s pension liabilities.

__ Economic Development
X Administration
_ Health & Human Services
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__Infrastructure
___ Public Safety

Prepared by: ~ Juan Pablo Lopez, Administrative Analyst, ext. 5091

Approved by: Ezequiel Vega, County Budget Director, ext. 3078

Approved by: Dewayne Woods, Assistant County Administrative Officer, ext. 5309

Attachments: Resolution with Exhibit A; PARS vs. CalPERS CERBT Net Performance Fee Analysis
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Board of Supervisors
Chambers

Board Report 168 W. Alisal St., 1st Floor
Salinas, CA 93901

Legistar File Number: RES 21-096 June 02, 2021

Introduced: 5/26/2021 Current Status: Agenda Ready
Version: 1 Matter Type: BoS Resolution

Adopt a Resolution to:

a. Establish a Section 115 Pension Trust administered by Public Agency Retirement Services (PARS)
and appointing the County Administrative Officer as the Plan Administrator; and

b. Adopt the Monterey County Pension Liability Policy; and

c. Authorize the Auditor-Controller and the County Administrative Office to post the necessary budget
adjustments and accounting entries, including operating transfers to establish proper accounting and
financial reporting mechanism for the Section 115 Pension Trust during FY2020-21 and FY2021-22,
as appropriate; and

d. Authorize and direct the Auditor-Controller to amend the FY 2020-21 Adopted Budget by
increasing appropriations in the County Administrative Office’s Other Financing Uses Budget Unit
(001-1050-CAO017-8038) by $8,038,138, financed by the release of the General Fund

Compensated Absence Assignment (BSA 3115) for the operating transfer out to the Section 115
Pension Trust (4/5ths vote); and

e. Cancel the General Fund Compensated Absence Assignment (BSA 3115) of $8,038,138 in FY
2020-21 (4/5ths vote); and

f. Authorize and direct the Auditor-Controller to transfer the FY 2020-21 ending reconciled balance in
the UAL-PERS Unfunded Liability sub-BSA (2103), Payroll Revolving Fund (Fund 543) as an
additional contribution to the newly established Section 115 Pension Trust.

RECOMMENDATION:
It is recommended that the Board of Supervisors adopt a Resolution to:

a. Establish a Section 115 Pension Trust administered by Public Agency Retirement Services (PARS)
and appointing the County Administrative Officer as the Plan Administrator; and

b. Adopt the Monterey County Pension Liability Policy; and

c. Authorize the Auditor-Controller and the County Administrative Office to post the necessary budget
adjustments and accounting entries, including operating transfers to establish proper accounting and
financial reporting mechanism for the Section 115 Pension Trust during FY2020-21 and FY2021-22,
as appropriate; and

d. Authorize and direct the Auditor-Controller to amend the FY 2020-21 Adopted Budget by
increasing appropriations in the County Administrative Office’s Other Financing Uses Budget Unit
(001-1050-CAO017-8038) by $8,038,138, financed by the release of the General Fund

Compensated Absence Assignment (BSA 3115) for the operating transfer out to the Section 115
Pension Trust (4/5ths vote); and

e. Cancel the General Fund Compensated Absence Assignment (BSA 3115) of $8,038,138 in FY
2020-21 (4/5ths vote); and

f. Authorize and direct the Auditor-Controller to transfer the FY 2020-21 ending reconciled balance in
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the UAL-PERS Unfunded Liability sub-BSA (2103), Payroll Revolving Fund (Fund 543) as an
additional contribution to the newly established Section 115 Pension Trust.

SUMMARY:

Monterey County contracts with the California Public Employees’ Retirement System (CalPERS) to
provide retirement benefits for permanent County employees. Each year, the County receives actuarial
valuation reports, identifying the employer contribution rates for the following year and the unfunded
accrued liability (UAL). The UAL has grown significantly due to changes in wages, reduced earnings
on investments, changes in demographics, and policy changes enacted by the CalPERS Board, such

as reductions to the assumed discount rate and shorter amortization schedules for these liabilities.

The increase in the UAL results in the County’s employer contribution rates increasing much more
rapidly than the County’s revenues. Based on the June 30, 2019 CalPERS valuation reports,
published in July 2020, the UAL for Monterey County is $762.5 million ($501.2 million in the
Miscellaneous plan and $261.2 million in the Safety plan. With $1.6 billion in assets in the
Miscellaneous plan, the funded ratio is 75.7%. With $485.3 million in assets in the Safety plan, the
funded ratio is 65.0%.

Staff is requesting that the Board establish a Section 115 Pension Trust (“Pension Trust) for pension
obligations with the Public Agency Retirement Services (PARS) to address the County’s growing
UAL. The initial investment for the Pension Trust will be $8.0 million that currently resides in the
General Fund Compensated Absence Assignment. Staff also recommends using the FY 2020-21
ending reconciled balance in the UAL-PERS Unfunded Liability sub-BSA (2103) in the Payroll
Revolving Fund (Fund 543) as an additional contribution to the Pension Trust. Staff is also requesting
the Board adopt a Pension Liability Policy to provide oversight and procedures for the administration
of the Pension Trust.

DISCUSSION:

The County contracts with CalPERS to provide retirement benefits for permanent employees. Each
year, the County receives actuarial valuation reports, identifying the employer contribution rates for the
following year and the unfunded accrued liability (UAL). Currently, the County only contributes the
actuarially determined required employer contribution amount that is actuarially determined in
accordance with GASB Standard No. 68 and Actuarial Standards of Practice (ASOP) for its pension
costs. If the ADC is paid on an ongoing basis, the County would fund both the normal cost for each
year and amortize the UAL. The UAL has grown significantly due to changes in wages, reduced
earnings on investments, changes in demographics, and policy changes enacted by the CalPERS
Board. By establishing a Pension Trust, pursuant to IRS Code Section 115, the County will utilize an
investment strategy more similar to that used by CalPERS, which is designed to provide annualized
returns of 4-6%, depending on investment strategy. Funds held in the trust would only be available to
fund future pension liabilities.

Staff analyzed the performance and fee structure of the top four entities that provide Section 115 trust
services for pension in California and selected Public Agency Retirement Services (PARS) as the
County’s trust administrator. The selection was based on their experience with California public
agencies and their competitive fee structure. Historically, PARS provides more investment
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opportunities and better overall returns. PARS will provide trust administration and consultation
services, including recordkeeping, accounting, actuarial coordination, monitor contributions, process
disbursements, and monitoring compliance. As partners to PARS, U.S. Bank will be the trustee,
including the plan fiduciary and the custodian of the assets; HighMark Capital will be the investment

manager.

The trust administration fees would be funded by the plan assets and based on the assets' value.
Administrative fees paid to PARS range from twenty-five basis points for balances less than $10.0
million to ten basis points for balances above $50 million. Investment fees paid to U.S. Bank and
HighMark Capital range from thirty-five basis points for balances less than $5.0 million to ten basis
points for balances above $50 million.

To ensure ongoing oversight of the pension trust, staff recommends the Board adopt the attached
Pension Liability Policy and appoint the County Administrative Officer as the Plan Administrator.
Unlike the investment policy that governs the County Treasury, the Pension Trust is designated to
address future liabilities and has unique risks and opportunities.

The County Administrative Office also recommends the release of the Compensated Absence
Assignment, with a balance of $8,038,138, to be transferred to the Pension Trust. During review of
historical UAL charges to departments, the Auditor-Controller’s Office notified the County
Administrative Office about fund balance in the UAL-PERS Unfunded Liability account within the
Payroll Revolving Fund. The Auditor-Controller’s Office aims to close the account in FY 2020-21.
The County Administrative Office recommends that the ending reconciled balance in the UAL-PERS
Unfunded Liability account is transferred to the new Pension Trust.

OTHER AGENCY INVOLVEMENT:
The Budget Committee supported this recommendation at its May 26, 2021 meeting. The County

Administrative Office prepared this report with input and review from the Auditor-Controller,
Treasurer-Tax Collector, and County Counsel.

FINANCING:

The County will not pay any plan set-up fees for the creation of the pension trust with PARS. Ongoing
fees after the trust is established would range from sixty basis points to twenty basis points based on
the asset amount. PARS does not receive any compensation from investments or any commissions, or
any other forms of compensation. Per the Pension Liability Policy, the initial contributions to the
Pension Trust will be funded by the Board authorized Compensated Absence fund balance, and
ongoing contributions will be funded through annual departmental charges.

BOARD OF SUPERVISORS STRATEGIC INITIATIVES:
The establishment of the Pension Trust adheres the Board’s Administration Strategic Initiative by

promoting the efficient and effective management of the County’s pension liabilities.

__ Economic Development
X Administration
_ Health & Human Services
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__Infrastructure
___ Public Safety

Prepared by: ~ Juan Pablo Lopez, Administrative Analyst, ext. 5091
Approved by: Ezequiel Vega, County Budget Director, ext. 3078
Approved by: Dewayne Woods, Assistant County Administrative Officer, ext. 5309 L

Attachments: Resolution with Exhibit A; PARS vs. CalPERS CERBT Net Performance Fee Analysis
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Resolution No.

Before the Board of Supervisors in and for the
County of Monterey, State of California

a. Establishing the Public Agency Retirement
Services (PARS) Public Agencies Post-
Employment Benefits Trust, effective June 2,

2021; and

b. Appointing the County Administrative Officer
as the Plan Administrator of the Trust; and

c. Adopting the Monterey County Pension
Liability Policy; and

d. Authorizing the Auditor-Controller and County
Administrative Office to post the necessary
budget adjustments and accounting entries,
including operating transfers to establish proper
accounting and financial reporting mechanism
for the Pension Trust during FY2020-21 and
FY2021-22, as appropriate; and

Controller to amend the FY 2020-21 Adopted
Budget by increasing appropriations in the
County Administrative Office’s Other
Financing Uses Budget Unit (001-1050-
CAO0017-8038) by $8,038,138 as an operating
transfer out to the Pension Trust, financed by
the release of the General Fund Compensated
Absence Assignment (BSA 3115) (4/5ths vote);

and

f. Canceling the General Fund Compensated
Absence Assignment (BSA 3115) of
$8,038,138 in FY 2020-21 and transferring the
funds to the Pension Trust (4/5ths vote); and

g. Authorizing and directing the Auditor-
Controller to transfer the FY 2020-21 ending
reconciled balance in the UAL-PERS Unfunded
Liability sub-BSA (2103), Payroll Revolving
Fund (Fund 543) as an additional contribution
to the Pension Trust..............ccoeoiiiiinnnss

WHEREAS, Monterey County (“County”) contracts with the California Public
Employees’ Retirement System (CalPERS) to provide retirement benefits for permanent County
employees, and each year, the County receives actuarial valuation reports, which identify the
employer contribution rates for the following year, as well as the unfunded accrued liability

(UAL); and

)
)
)
)
)
)
)
)
)
)
)
)
)
e. Authorizing and directing the Auditor- ;
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)

22



WHEREAS, the UAL has grown significantly due to changes in wages, reduced earnings,
changes in demographics, and policy changes enacted by the CalPERS Board, such as reductions
to the assumed discount rate and shorter amortization schedules for these liabilities.

WHEREAS, the County is eligible to participate in a tax-exempt trust performing an
essential governmental function within the meaning of Section 115 of the Internal Revenue Code,
as amended, and the regulations issued thereunder and is a tax-exempt trust under the relevant
statutory provisions of the State of California; and

WHEREAS, Staff reached out to the main four entities that provide 115 Trust Services for
Pension in California and selected Public Agency Retirement Services (PARS) to provide such
services to Monterey County based on its experience in California and their competitive fee
structure.

WHEREAS, Staff is requesting that the Board establish a Section115 Trust for pension
obligations with the Public Agency Retirement Services (PARS), to address the County’s UAL;
and

WHEREAS, the County reserves the right to make contributions, if any, to the 115 Pension
Trust; NOW, THEREFORE,

BE IT RESOLVED, by the Board of Supervisors of Monterey County as follows:

a. The PARS Pension Rate Stabilization Program is adopted.

b. The County Administrative Officer, or designee, is appointed as the County’s Plan
Administrator for Section 115 Pension Trust.

c. The County’s Plan Administrator is hereby authorized to execute the PARS legal and
administrative documents on behalf of the County and take additional necessary or
appropriate actions to maintain the County’s participation in the Section 115 Pension Trust
and maintain compliance relevant regulation issued or as may be issued.

d. The Monterey County Pension Liability Policy, attached hereto as Exhibit A, is adopted.

e. Authorize the Auditor-Controller and the County Administrative Office to post the
necessary budget adjustments and accounting entries, including operating transfers to
establish proper accounting and financial reporting mechanism for the Section 115 Pension
Trust.

f. The Auditor-Controller is further authorized and directed to amend the FY 2020-21
Adopted Budget by increasing appropriations in the County Administrative Office’s Other
Financing Uses Budget Unit (001-1050-CA0017-8038) by $8,038,138, such funds to be
transferred out to the new Pension Trust, financed by the release of the General Fund
Compensated Absence Assignment (BSA 3115).

g. The General Fund Compensated Absence Assignment (BSA 3115) of $8,038,138 in FY
2020-21 is canceled, and the funds transferred to the Pension Trust.

h. The Auditor-Controller is further authorized and directed to transfer the FY 2020-21
ending reconciled balance in the UAL-PERS Unfunded Liability sub-BSA (2103), Payroll
Revolving Fund (Fund 543) to the new Pension Trust; and
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i. The County Administrative Officer, Auditor-Controller, and County Counsel are
authorized and directed to take such other and further actions as may be necessary or
appropriate to implement the intent and purposes of this Resolution.

PASSED AND ADOPTED upon motion of Supervisor , seconded by Supervisor
and carried this day of : by the following vote, to wit:

AYES:

NOES:

ABSENT:

I, Valerie Ralph, Clerk of the Board of Supervisors of the County of Monterey, State of California, hereby certify that
the foregoing is a true copy of an original order of said Board of Supervisors duly made and entered in the minutes
thereof Minute Book. for the meeting on

Dated: Valerie Ralph, Clerk of the Board of Supervisors
File Number: County of Monterey, State of California
By:
Deputy
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EXHIBIT A

COUNTY OF MONTEREY

PENSION LIABILITY
POLICY
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PENSION LIABILITY POLICY

1. PURPOSE AND BACKGROUND

The stewardship of public funds is one of the most significant responsibilities given to the officials
and managers of the County of Monterey (County). The development and maintenance of sensible
pension policies enable the County to address the growing liability that are outside of the County’s
control, including demographic and discount rate factors. This policy addresses the actuarial,
funding, and cost recovery aspects of pension benefits for Monterey County employees. The policy
is applicable to the County’s two defined benefit plans, administered by the California Public
Employees Retirement System (CalPERS).

The policy may be updated periodically bearing in mind actuarial valuation results, changes in
benefits, other material changes in obligations, or changes caused by state laws.

2. DEFINITIONS

The following are terms used throughout the policy:

a. Accrued Liability (also known as Actuarial Accrued Liability): The total dollars needed
as of the actuarial valuation date to fund all retirement benefits earned in the past for current
and retired members and their beneficiaries.

b. Actuarial Assumptions: Assumptions made about certain events that will affect pension
costs. Assumptions can generally be broken down into two categories: demographic and
economic. Demographic assumptions include such things as mortality, disability, and
retirement rates. Economic assumptions include the discount rate, salary growth, and
inflation.

c. Actuarial Valuation: The determination, as of a point in time (usually as of the actuarial
valuation date), of the Normal Cost, Accrued Liability, and related actuarial present values
for a pension plan.

d. Actuarially Determined Contribution (ADC): The total dollar amount that is actuarially
determined in accordance with GASB Standard No. 68 and Actuarial Standards of Practice
(ASOP) so that, if paid on an ongoing basis, would be expected to provide sufficient
resources to fund both the normal cost for each year and amortize the unfunded accrued
liability.

e. Fresh Start: Combining multiple amortization bases into a single base.

f. Funded Status: A measure of how well funded a pension plan is with respect to having
sufficient assets to fund liabilities. A ratio greater than 100 percent means that the plan has
more assets than liabilities and a ratio of less than 100 percent means liabilities are greater
than assets.

g. Miscellaneous Plan: This plan includes employees of Monterey County that do not
perform sworn law enforcement and public safety duties. Most County employee fall
within this plan.

h. Normal Cost: The annual cost of service accrual for a fiscal year for current active
employees. The portion that is allocated to future years of service is referred to future
normal cost.

i. Prepayment Contribution: A payment made by the County in advance toward the
Unfunded Accrued Liability (UAL) (usually at the beginning of a fiscal year) to reduce or
eliminate the year’s required employer monthly contribution. Prepayment Contribution

1
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PENSION LIABILITY POLICY

directly to the pension plan reduces the County’s cost compared to payments made
monthly.

j. Pension Benefit: Pension benefits are provided pursuant to a defined benefit formula. The
formula used by the retirement system will be based on key elements such as the benefit
factor, service credit and final pensionable compensation.

k. Present Value of Benefits (PVB): The total dollars needed as of the valuation date to fund
all benefits earned in the past or expected to be earned in the future for current members.

I. Safety Plan: This plan includes Monterey County employees performing sworn law
enforcement and public safety duties.

m. Unfunded Accrued Liability (UAL): When the value of the plan’s assets is less than its
Accrued Liability, the difference is the plan’s Unfunded Accrued Liability (or unfunded
liability). If there is an unfunded liability, the plan will have to pay contributions exceeding
the Normal Cost.

3. GUIDING PRINCIPLES

3.1 Funded Status
The County’s target funded status is 100 percent of the Actuarial Accrued Liability related to the
County’s pension plans. The County’s goal is to accumulate sufficient assets to fund all projected
benefit payments.

3.2 Intergenerational Equity

Pension benefits are offered as part of a compensation package for employees as a benefit by the
County for a career in public service. The employee accumulates (earns) the benefits through
accrual of years of service with the County over their service life (career). The County as a matter
of principle strives to comply with maintaining intergenerational equity. As this relates to pension
benefits, the objective is to ensure that adequate employee and employer contributions are made
to the pension system during the service lives of employees to avoid shifting the cost or burden to
future generations of employees and taxpayers.

3.3 Financial Sustainability

Financial sustainability is the overarching principle in the County’s financial operations. Within
the context of pension funding, this principle expresses that the County provides and funds benefits
to its employees within available means while proactively taking measures to build and preserve
its ability to continue providing those benefits in the long-term.

4. ACTURIAL STUDIES AND VALUATION

In accordance with best practices and generally accepted accounting principles, the County will
receive an Actuarial Valuation for both funding and accounting for pension benefits annually from
the CalPERS Actuarial Office for each pension plan (Miscellaneous and Safety). CalPERS, as the
pension plan administrator, establishes actuarial assumptions for all pension plans under their
administration.
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PENSION LIABILITY POLICY

The County Administrative Office and the Auditor-Controller annually shall review the actuarial
reports including actuarial assumptions applied by the pension plan administrator for conformity
with best practices as established by the Government Finance Officers Association (GFOA)
including, but not limited to:

e Actuarial Cost Method — Ensure methods conform to actuarial standards of practice and
are designed to fully fund the long-term costs of promised benefits;

e Asset Smoothing — Ensure that the same smoothing periods are used for both gains and
losses, market corridors, if used, are symmetrical and smoothing occurs over fixed periods
not longer than five years;

e Amortization — Ensure that the unfunded actuarial accrued liability is amortized over fixed
(closed) periods to balance the goals of demographic matching and volatility management;
new amortization periods do not exceed 20 years, and a layered approach is used to
amortize the various components.

The County Administrative Office and Auditor-Controller shall use the actuarial valuation reports
as the basis for allocating the liability according to appropriate rules and regulations to county
departments, internal service funds, enterprise funds, and other participating agencies (including
the Monterey County Superior Courts) to show their respective share of the long-term pension
liability. The County Administrative Office will transmit the actuarial reports, together with a
summary regarding the funded status of the pension plans and any recommendations to the Board
of Supervisors consistent with the intent of this policy.

4.1 Government Accounting Standards Board (GASB)

The County receives actuarial valuations prepared by CalPERS’ actuarial office of on an annual
basis for funding purposes. Since FY 2016-17, the County has used these valuations as the basis
to report its obligation for pension benefits in accordance with Government Accounting Standards
Board (GASB) Statement No. 68 Accounting and Financial Reporting for Pensions — an
Amendment of GASB Statement No. 27.

5. TRANSPARENCY IN GROWTH OF LIABILITY & FUNDED RATIO

The County Administrative Office shall, as part of the annual budget process and when
appropriate, present information on the County’s current total and unfunded liability and any
changes that have occurred since the last valuation period, including the reason(s) for those
changes.

The County Administrative Office shall evaluate opportunities and implement procedures to
enhance transparency in collective bargaining on the employee and employer share of pension
contributions, with the purpose of identifying any significant financial impact of any proposed
salary or benefit modification.

All future benefit modifications (including those that affect the key pension benefit factors of the
defined benefit formula) for members and beneficiaries should be carefully considered and impacts
of such proposed changes on the County’s pension plans shall be evaluated by the County
Administrative Office (using actuaries, if required) and presented to the Board of Supervisors prior
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PENSION LIABILITY POLICY

to adoption so the effect of the modifications can be understood and considered in relation to the
plan’s actuarial accrued liability, funded ratio, and contribution rate.

6. FUNDING PENSION COSTS AND LIABILITIES

6.1 Required Employer Contribution

The actuarially determined required employer contributions are determined annually by CalPERS
for subsequent fiscal years (for example, CalPERS Actuarial Valuation report as of June 30, 2019
determines the FY 2020-22 required contributions). The County annually budgets the payment of
the ADC to CalPERS and shall establish and maintain the necessary resources to ensure that this
obligation is met annually. The County shall prioritize this funding of the ADC above any
supplemental pension contributions.

6.2 Prepayment of Unfunded Accrued Liability

CalPERS provides an incentive (or discount) for the County to pay a full year of UAL contribution
in advance at the beginning of the fiscal year rather than remitting the contribution on a per pay
period or monthly basis. The County Administrative Office shall determine whether the cost of
prepayment provides a savings to the County.

6.3 Opportunities For Savings

CalPERS has historically applied an amortization period of up to 30 years for the amortization of
the UAL arising from each event (change in actuarial assumptions; investment gain/loss; change
in benefit, etc.). Without any additional action, provided that the actuarial assumptions are
accurate, the plan would move to a fully funded status within 30 years of the last event that created
a liability. In line with industry best practices, CalPERS has recently revised its amortization policy
to shorten the period for amortizing future actuarial gains and losses to 20 years from 30 years,
beginning with the actuarial report for June 30, 2019, and effective in FY 2021-22 for the County.

CalPERS’s new amortization policy does not affect the current unfunded liability bases, which are
still being amortized over a 30-year period. CalPERS has offered alternative 20-year and 15-year
amortization schedules available for voluntary election that would result in substantial long-term
savings to the County. This is referred to as a “Fresh Start.” As part of the long-term financial
planning, County staff should periodically evaluate the feasibility and cost versus benefit of
adopting an alternative amortization schedule and make appropriate recommendations to the Board
of Supervisors.

7. PENSION TRUST

7.1 Pension Funding Stabilization

Although there is no legal requirement to make a pension contribution above the ADC, the Board
of Supervisors has determined that fulfilling its full pension obligation is a primary objective of
the County. The County shall establish safeguards to ensure that this obligation is met annually.
The County shall seek to establishment an irrevocable trust, hereafter referred to as Pension Trust.
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PENSION LIABILITY POLICY

7.2 Establishment of the Pension Trust

With a Resolution from the Board of Supervisors, the County Administrative Office shall establish
an Internal Revenue Code Section 115 Irrevocable Trust (“Pension Trust”) for the purpose of
pension funding stabilization. The Pension Trust, which is exempt from federal income taxes, will
be the vehicle to accumulate assets for the sole purpose of pension funding.

7.3 Objective of the Pension Trust

The purpose of the Pension Trust is to accumulate assets incrementally over a period of years for
the sole purpose of supplementing the County’s effort to fulfill its pension funding obligation. To
this purpose, the trust is maintained for the primary objective of strengthening the County’s ability
to pay the ADC and the secondary objective of obtaining long-term savings that result from paying
down the UAL earlier.

7.4 Funding the Pension Trust

The County shall establish a fund for collection of the UAL supplemental pension payments. To
provide a dedicated ongoing funding source for the Pension Trust, a supplemental pension may be
charged to all departments as a percentage of the of the normal cost of the prior audited fiscal year.

The Board of Supervisors may elect, as part of the budget process or by a majority vote on an
action outside of the budget process to set aside discretionary revenue or unobligated fund balance
for the additional contributions toward the Pension Trust.

7.5 Accounting & Financial Reporting
The Auditor-Controller will determine the proper accounting and report the activity of the Pension
Trust in the Annual Comprehensive Financial Report of the County.

8. RECOVERING PENSION COSTS

8.1 Required Contributions to CalPERS

The employer contribution of normal pension cost and the minimum required UAL will be charged
as a percentage of payroll as calculated by CalPERS in the annual actuarial report consistent with
the employee’s specific benefit plan. The Auditor-Controller’s Office oversees the pension normal
cost and UAL payroll allocation and will charge departments for the normal cost and the UAL
payment.

8.2 Pension Rate Stabilization Program - Section 115 Trust Contributions

Any supplemental funding to the Pension Trust will be calculated as a percentage of the normal
cost of the prior audited fiscal year and the cost will be charged to County departments on a
periodic basis as determined by the County Administrative Office.

9. INVESTING ASSETS

The Board of Supervisors delegates the plan administrator function of the Pension Trust to the
County Administrative Office, who may, with Board approval, contract with a third-party
provider. The purpose of investing funds is to accumulate sufficient assets to implement this
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PENSION LIABILITY POLICY

Pension Liability Policy. Assets that are in trust fund are not subject to the County Investment
Policy and laws governing county treasury investments.
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NET PERFORMANCE FEE ANALYSIS

As of March 31, 2021

Over 1 Year

PARS/HIGHMARK

Capital Appreciation
(22% Fixed Income)

minus weighted PARS
administration fee

minus weighted

HighMark investment
management fee

1-Year Net Return

44.77%

(-) 0.25%

(-) 0.35%

44.17%

CALPERS CERBT

Strategy 1
(30% Fixed Income)

minus fees

1-Year Net Return

PUBLIC
AGENCY
RETIREMENT
SERVICES

PARS

TRUSTED SOLUTIONS. LASTING RESULTS.

36.53%

(-) 0.10%

36.41%

Over 3 Years

PARS/HIGHMARK

Capital Appreciation
(22% Fixed Income)

minus weighted PARS
administration fee

minus weighted

HighMark investment
management fee

3-Year Net Return

11.55%

(-) 0.25%

(-) 0.35%

10.95%

CALPERS CERBT

Strategy 1
(30% Fixed Income)

minus fees

3-Year Net Return

9.97%

(-) 0.10%

9.88%

Over 5 Years

PARS/HIGHMARK

Capital Appreciation
(22% Fixed Income)

minus weighted PARS
administration fee

minus weighted

HighMark investment
management fee

5-Year Net Return

11.80%

(-) 0.25%

(-) 0.35%

11.20%

CALPERS CERBT

Strategy 1
(30% Fixed Income)

minus fees

5-Year Net Return

10.03%

(-) 0.10%

9.93%

Over 10 Years

PARS/HIGHMARK

Capital Appreciation

(22% Fixed Income) 9.19%
minus weighted PARS (-) 0.25%
administration fee

minus weighted (-) 0.35%
HighMark investment
management fee

10-Year Net Return 8.59%

CALPERS CERBT

Strategy 1

(30% Fixed Income) 7.87%
minus fees (-) 0.10%
10-Year Net Return 7.76%

* Subject to change due to rebalancing; fees are based on assets under $5 million.
Past performance does not guarantee future results.
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Monterey County Item No.2

Board of Supervisors
Chambers

Board Report 168 W. Alisal St., 1st Floor
Salinas, CA 93901

Legistar File Number: RES 21-090 June 02, 2021

Introduced: 5/12/2021 Current Status: Agenda Ready
Version: 1 Matter Type: BoS Resolution

Adopt a Resolution for the Fiscal Year 2021-22 GANN Appropriation Limits pursuant to Article XIII
B of the California Constitution.

RECOMMENDATION:
It is recommended that the Board of Supervisors adopt a resolution for the Fiscal Year 2021-22
GANN Appropriation Limits pursuant to Article XIII B of the California Constitution.

SUMMARY/DISCUSSION:
On May 18, 2021, your Board set June 2, 2021, or thereafter, to adopt Fiscal Year 2021-22
Appropriation Limits, also referred to as the GANN Limit, as part of the budget adoption process.

The GANN Appropriation Limits are calculated for those Board governed jurisdictions determined to
be subject to the provisions of Article XIII B of the California Constitution.

The FY 1978-79 base amounts, FY 2021-22 appropriation limits and FY 2021-22 estimated tax
proceeds for the General and Library Funds and special districts are shown on the attached schedule.
Documents and calculations supporting these appropriation limits were prepared by the office of the
Auditor-Controller in compliance with Article XIII B and are available in that office for public
inspection, as detailed in the California Public Records Act, Government Code Sections 6250 - 6270.

OTHER AGENCY INVOLVEMENT:
The General Fund and Library Fund, and other listed jurisdictions determined to be subject to Article

XIII B of the California Constitution, are impacted by these limitations.

FINANCING:

The General and Library Funds’ combined estimated proceeds of taxes for Fiscal Year 2021-22 is
$255,478,786. This is $517,124,139 below the computed appropriation limit of $775,602,925,
which is the amount of taxes the GANN initiative will allow to fund the FY 2021-22 appropriations.
The limit was calculated using the 1978-79 appropriation as the base year and increased annually by
the growth ratio.

BOARD OF SUPERVISORS STRATEGIC INITIATIVES:
The Fiscal Year (FY) 2021-22 Appropriation Limits pursuant to Article XIII B of the California
Constitution (known as the Gann initiative) is consistent with the Board of Supervisors’ Strategic

Initiatives for Administration. The Gann initiative places limits on the growth of expenditures for
publicly funded programs, and this calculation specifies the appropriation limits and the appropriations

Monterey County Page 1 Printed on 5/28/2021



Legistar File Number: RES 21-090

subject to limitation.

Check the related Board of Supervisors Strategic Initiatives:

__Economic Development
X Administration

__Health & Human Services
__Infrastructure

__Public Safety

Prepared by: Judith Taperla, Accountant Auditor III, 755-5053
Approved by: Burcu Mousa CPA, Assistant Auditor-Controller, 755-5089

Attachments:
Board Report
Appropriation Limits FY 2021-22

Monterey County Page 2

Printed on 5/28/2021
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Monterey County Item No.

Board of Supervisors
Chambers

Board Report 168 W. Alisal St., 1st Floor
Salinas, CA 93901

Legistar File Number: RES 21-090 June 02, 2021

Introduced: 5/12/2021 Current Status: Agenda Ready
Version: 1 Matter Type: BoS Resolution

Adopt a Resolution for the Fiscal Year 2021-22 GANN Appropriation Limits pursuant to Article XIII
B of the California Constitution.

RECOMMENDATION:
It is recommended that the Board of Supervisors adopt a resolution for the Fiscal Year 2021-22
GANN Appropriation Limits pursuant to Article XIII B of the California Constitution.

SUMMARY/DISCUSSION:
On May 18, 2021, your Board set June 2, 2021, or thereafter, to adopt Fiscal Year 2021-22
Appropriation Limits, also referred to as the GANN Limit, as part of the budget adoption process.

The GANN Appropriation Limits are calculated for those Board governed jurisdictions determined to
be subject to the provisions of Article XIII B of the California Constitution.

The FY 1978-79 base amounts, FY 2021-22 appropriation limits and FY 2021-22 estimated tax
proceeds for the General and Library Funds and special districts are shown on the attached schedule.
Documents and calculations supporting these appropriation limits were prepared by the office of the
Auditor-Controller in compliance with Article XIII B and are available in that office for public
inspection, as detailed in the California Public Records Act, Government Code Sections 6250 - 6270.

OTHER AGENCY INVOLVEMENT:
The General Fund and Library Fund, and other listed jurisdictions determined to be subject to Article

XIII B of the California Constitution, are impacted by these limitations.

FINANCING:

The General and Library Funds’ combined estimated proceeds of taxes for Fiscal Year 2021-22 is
$255,478,786. This is $517,124,139 below the computed appropriation limit of $775,602,925,
which is the amount of taxes the GANN initiative will allow to fund the FY 2021-22 appropriations.
The limit was calculated using the 1978-79 appropriation as the base year and increased annually by
the growth ratio.

BOARD OF SUPERVISORS STRATEGIC INITIATIVES:
The Fiscal Year (FY) 2021-22 Appropriation Limits pursuant to Article XIII B of the California
Constitution (known as the Gann initiative) is consistent with the Board of Supervisors’ Strategic

Initiatives for Administration. The Gann initiative places limits on the growth of expenditures for
publicly funded programs, and this calculation specifies the appropriation limits and the appropriations
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subject to limitation.

Check the related Board of Supervisors Strategic Initiatives:

__Economic Development
X Administration

__Health & Human Services
__Infrastructure

__Public Safety

Prepared by: Judith Taperla, Accountant Auditor III, 755-5053
Approved by: Burcu Mousa CPA, Assistant Auditor-Controller, 755-5089

Attachments:
Board Report
Appropriation Limits FY 2021-22
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COUNTY OF MONTEREY

APPROPRIATION LIMITS FOR THE 2021 - 22 FISCAL YEAR

Pursuant to Article XIIIB of the California Constitution

FUND

County General and Library Funds

Special Districts

052 CSA # 9 Oak Park

053 CSA # 10 Laguna Seca Ranch

055 CSA # 14 Castroville

056 CSA # 15 Serra Village, Toro Park
059 CSA # 20 Royal Estates

062 CSA # 25 Carmel Valley Country Club
063 CSA # 26 New Moss Landing Heights
066 CSA # 32 Green Valley Acres

069 CSA # 35 Paradise Park

072 CSA # 41 Gabilan Acres

076 CSA # 47 Carmel Views

077 CSA # 50 Rioway Track

079 CSA # 52 Cerro Del Oso

081 CSA # 54 Manzanita

085 CSA # 58 Vista Corado

086 CSA # 62 Rancho Del Monte

151 Pajaro County Sanitation District

1978-79

Base Year

$ 33,688,425

42,702
9,658
530,743
87,250
4,977
9,339
1,026
1,836
5,283
2,727
5,013
944
2,055
219
1,406
5,363
254,092

Appropriation Estimated

Limit Tax proceeds
772,602,925 $ 255,478,786
441,104 45,096
99,765 -
5,482,482 -
901,277 162,788
51,412 2,299
96,470 43,200
10,598 3,161
18,966 3,946
54,572 6,283
28,169 9,782
51,783 20,393
9,751 1,357
21,228 4,999
2,262 1,242
14,524 2,422
55,399 10,013
2,624,726 272,306
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Before the Board of Supervisors in and for the
County of Monterey, State of California

Resolution No.
Establish the Appropriation Limit for Fiscal Year 2021-22 for the County of Monterey.

WHEREAS, Section 7910 of the Government Code, which became effective on January 1, 1981,
requires the governing body of each local jurisdiction to establish by Resolution its appropriation
limit for the following fiscal year pursuant to Article XII1 B of the California State Constitution at
a regularly scheduled or noticed meeting; and,

WHEREAS, the Office of the Auditor-Controller has calculated the proper appropriations limit
for Fiscal Year 2021-22 to be Seven Hundred Seventy-Two Million, Six Hundred Two Thousand,
Nine Hundred Twenty-Five Dollars ($772,602,925); and

WHEREAS, at least fifteen (15) days prior to this date, documentation used in the determination
of the appropriation limit was available to the public in the Office of the Auditor-Controller;

NOW, THEREFORE, BE IT RESOLVED THAT, the Board of Supervisors does hereby adopt the
appropriation limit of the County of Monterey for the Fiscal Year 2021-22 at $772,602,925.

PASSED AND ADOPTED upon motion of Supervisor , seconded by Supervisor
and carried this day of by the following vote, to wit:

AYES:

NOES:

ABSENT:

I, Valerie Ralph, Clerk of the Board of Supervisors of the County of Monterey, State of California,
hereby certify that the foregoing is a true copy of an original order of said Board of Supervisors
duly made and entered in the minutes thereof Minute Book. _ for the meeting on

Dated: Valerie Ralph, Clerk of the Board of Supervisors
File Number: County of Monterey, State of California
By:
Deputy
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County Administrative Officer’s comments on the FY 2021-22 Recommended Budget.
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Report of the Budget Committee and Comments by Board Members.
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Forecasted Funding Gaps

FY 2021-22 FY 2022-23 FY 2023-24

##‘

Funding gaps emerge beginning
next fiscal year, growing from
S40.7 million to $45.6 million
by the end of the forecast
period.

Driving the deficits is rising
employee pension
contributions which add $6.1
million in general fund costs
next year, $2.3 million in FY
2022-23 and S1 million in FY
2023-24.

Other cost drivers include
higher employee health
insurance, general liability and
workers’ compensation
program costs and increasing
formula-based subsidies.



Non-Program
Revenue

Discretionary Revenue Forecast

$279.1
a2 300
Trend
250
® CARES revenue will be
200 instrumental for the County to
end with a balance budget in FY
150 2020-21
oo ® Future years’ growth s
minimal, not keeping pace with
expenditure growth
50
® It is important to continue
0 monitoring discretionary
2019-20 2020-21 2020-21 2021-22 2022-23 2023-24
revenue growth compared to
Actual Modified  CY Estimate  Forecast Forecast Forecast
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Property Tax Revenue Trend

ﬁotential Impact .
in Future Years to .

$199.5

Property Taxes

$

Actual

$1934

Discretionary
Revenue Drivers
— Property Tax

* Property Taxes have
continued to grow but the
rate of growth is decreasing

* Need to monitor ongoing
performance as reductions
could impact County
services

2021-22 2022-23 2023-24



Discretionary Revenue Drivers — TOT

Millions Transient Occupancy Tax Revenue Trend
$35.0
$30.0 e Transient Occupancy Taxes
(TOT) are a significant
$25.0 $28.6 revenue source which has
$22.8 Sl b 5 experienced decreases
$21.5 : . :
6200 $19.9 $21.3 c177 $186 $195 during the pandemic
$12.3 .

e Current year estimates
$15.0 1 show a significant decrease
$10.0 - * Projections estimate

incremental recovery over
$5.0 - the forecast period
$0.0

2013-14 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21 2021-22 2022-23 2023-24




Cannabis Assighment

Cannabis Assignment

FY 2019-20 Estimated _ 26.9
FY 2016-17 - 3.0

Millions - 5.0 10.0 15.0 20.0 25.0 30.0

Staff collected $17.4 million in
cannabis program revenue last
fiscal year and  estimates
collection of over $19 million in
the current year.

The current year estimate and
forecast include $15.4 million in
cannabis revenue.

This revenue supports 24.68 FTEs
in nine departments providing
program enforcement.

FY 2020-21 Estimated cannabis
assignment balance is zero (prior
to potential revenue
reimbursements).



Rising Pension Costs

General Fund PERS Retirement Expenditures

Millions
$80.0

$70.0 ®  Driving pension costs upward
across the state is CalPERS’
annual rate increases to
ensure assets are on hand to

pay benefits in the future.

$60.0

$50.0

$40.0 _
® The County’s safety pension

program is currently 65%
funded while the non-safety
planis 75.7% funded.
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Retirement Unfunded Liability

Miscellaneous & Safety Plans - Unfunded Liability & Funded Ratio

79% $900.0
5 ® Unfunded Liability for the
8% T17% 7625  SB000 County is estimated at
. $762.5 million as of the latest
$7000 valuation report (2019). This

$625.9

76% is about S47 million above

e e i the FY 2020-21 General Fund
5 $500.0 3 annual operating budget.
° 74% o
2 $400.0 5 ® It is important to establish a
e } long-term strategy to address
72% $300.0 this growing liability.
219 $200.0 o , . )
The CAQ’s budget office will
0% $100.0 bring a plan and policy for
Board consideration during
69% s budget hearings.
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Workers Compensation & General Liability Progr

25.0

Millions

20.0

15.0

10.0

5.0

0.0

General Fund Workers Comp and General Liability Costs

19.5

18.2
Workers Compensation

General Liability

2012-13 2013-14 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21 2021-22 2022-23 2023-24

dm

Forecasted Workers
Compensation
Program expenditures
increase $3.9 million
by the end of the
forecast period.

General Liability (GL)
Insurance Program
expenditures increase
$7.8 million next year.
Growth is due to
suspension of GL non
recoverable charges in
FY 2020-21. GL grows
an additional $4.4
million in the out
years.




General Fund Health Insurance

The County covers annual
increases in employee health
insurance and these costs are
expected to nearly double by
the end of the forecast period
compared to the recession
years.

Underlying this growth was a
16% premium increase in 2013
and a 21% increase in 2016.

The increase for FY 2020-21 is
projected at 15% while the
forecast assumes a historical
average 6% annual growth
starting next January.

COVID-19 will likely result in
increases for health
premiums in the future

General Fund Employee Health Insurance Expenditures

Millions $68.7
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General Fund Contribution to Outside Agencies

illions G -al Fund Contributi

;{12,0 [ ® The chart at left shows
general fund contributions
$14.0 to the road fund and to the
“development set-aside”
$12.0 agencies (MCCVB, Arts
| Council, Film Commission,

$10.0 $6.2 . and Business Council).
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35 County TOT collections.
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$4.0 significantly, SO have
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$2.0 entities with FY 2020-21
. being the exception.
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Budget Process in Brief

Department Initial + Augmentation Requested

“Baseline”

Forecasts Budget

Requests — Budget

O Preliminary Q Prioritized
plans for proposals if _ :
carrying out next additional Countywide Analysis
year’s_ County O Countywide Needs
operations. Contributions Assessment

O Must be are Available. DHs Workshop
balanced. BOS Workshop

O Assumes no Budget Hearings

augmentations. Budget Adoption



Recommended Budget at a Glance - 1

$1.6 billion in appropriations (all funds)

$16.2 million (1%) increase from current year adopted budget.

Higher expenditures driven by increased employee benefit costs and higher
expenditures at NMC, Behavioral Health, & Road Fund.

General Fund Budget is balanced with $744.7 million in revenue and utilizes
S9.2million in fund balance, which includes these major areas:

® $4.1 million in departmental restricted fund balance

® $2.75 million in cannabis assignment for water resources project ($1.5
million) and sheriff radios (S1.25) previously approved by the Board

® $1.6 million Information Technology Assignment use for capital projects




Recommended Budget at a Glance - 2

5,499 FTEs (all funds)

® Growth of 91.55 FTEs over current year adopted budget.
® Position growth mostly at NMC.

ARPA has changed the County’s short-term Economic Outlook

® ARPA Final Allocation is $84.3 million, and County must apply for these funds.
County applied for funding May 11, 2021.

® Many Augmentations were funded using ARPA funds to fund core programs and
one-time expenditures.

Contributions to Outside Agencies and Fire Districts are modified upward to account
for prior year reduction




Fiscal Environment

Economic expansion was entering 11" year (longest in US history) but ended abruptly
due to pandemic

Revenue environment is now in flux, recovering but speed of recovery is unknown

General fund discretionary revenue growth not enough to keep up with rising
employee benefit costs, higher self-insurance program outlays, and formula-based

contribution increases.

All the available discretionary revenue growth (except for some cannabis revenue
growth estimated at $1.3 million) is recommended to help departments keep up with
these increased costs to maintain current staffing & service levels.




Overall County Budget FY 2021-22
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General Fund Budget FY 2021-22
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Requested Augmentations Summary

Departments submitted
$43.7 million in augmentation
requests from the following
funds:

* $43.1 million in the
General Fund

» $226,516 in the health
Realignment Fund

* $394,791 from the
Pajaro Sanitation District
Fund

Dept. Name " |FTE Amount
Agricultural Commissioner - 222,353
Auditor-Controller 2.00 352,197
Child Support Senices 9.00 358,828
Civil Rights Office - 69,000
Cooperative Extension Service 0.15 12,600
County Administrative Office 4.00 | 16,722,479
County Counsel - 107,494
District Attorney 2.00 603,766
Emergency Communications 7.00 -
Health 10.50 | 1,382,006
Housing and Community Development 8.00 | 1,970,661
Human Resources 6.00 835,392
Information Technology - 1,627,635
Probation - 497,391
Public Defender 2.00 504,002
Public Works, Facilities & Parks 37.00 5,708,091
Sheriff-Coroner 36.00 | 12,292,551
Social Senices 5.00 386,394
Treasurer-Tax Collector - 78,959
Grand Total 128.65 | 43,731,799




Position Related Requested Augmentations

Category -1 FTE Amount

Request New Position 55.50 4,460,256
Status Quo Filled Position 23.15 2,013,961
Status Quo Vacant Position 50.00 6,022,175

Grand Total 128.65 12,496,392




Recommended Augmentations

Status Quo
Position Status Quo |New

Department Filled FTE |Vacant FTE New FTE [Cost Capital Other Program Other Total Amount
Agricultural Commissioner $ 222,353 $ 222,353
Auditor-Controller 1.00 1.00 | $ 312,197 $ 40,000 $ 352,197
Child Support Senices 9.00 $ 257,417 $ 101,411 $ 358,828
Civil Rights Office $ 22,500 | $ 46,500 $ 69,000
Cooperative Extension Senvice 0.15 $ 12,600 $ 12,600
County Administrative Office 3.00($ 482,902|9% 11,258,621 | $ 107,494 | $ 1,972,174 [ $ 363,351 '$ 14,184,542
County Counsel $ -

District Attorney 1.00 | $ 248,187 $ 237,000 F's 485,187
Emergency Communications 7.00 $ 257,224 $ 257,224
Health 8.00] % 129,371 $ 791,838 | % 226516 |$% 1,147,725
Housing and Community Development 6.00 2.00 [ $1,165,661 $ 400,000 [$ 205,000 $ 1,770,661
Human Resources 2.00 2.00| $ 630,440 $ 630,440
Information Technology $ 1,627,635 $ 1,627,635
Probation $ 371,012 $ 371,012
Public Defender 2.00 $ 504,002 $ 504,002
Public Works, Facilities & Parks 12.00 3.00 9.00 | $2,037,523 $ 498,270 | $ 914,934 $ 3,450,727
Sheriff-Coroner 13.00 $1,441,527 | $ 2,450,000 $ 3,891,527
Social Senices 5.00 [ $ - $ 386,394 I's 386,394
Treasurer-Tax Collector $ 78,959 $ 78,959
Grand Total 23.15 32.00 31.00 | $7,479,051 | $ 15,336,256 | $ 2,425,393 | $ 3,970,446 [ $ 589,867 | $ 29,801,013




Request New  Status Quo Status Quo

Dept Name ~ _Position Filled Position Vacant Position Grand Total
Auditor-Controller 1.00 1.00 2.00
Child Support Senrvices 9.00 9.00
Cooperative Extension Service 0.15 0.15
County Administrative Office 3.00 - 3.00
District Attorney 1.00 1.00
Emergency Communications 7.00 7.00
Health 8.00 8.00
Housing and Community Development 2.00 6.00 8.00
Human Resources 2.00 2.00 4.00
Public Defender 2.00 2.00
Public Works, Facilities & Parks 9.00 12.00 3.00 24.00
Sheriff-Coroner 13.00 13.00
Social Senvices 5.00 5.00
Grand Total 31.00 23.15 32.00 86.15

New Social Services positions were funded by

Recommended departmental revenue
Augmentations- Status Quo

Status Quo positions in Emergency Communications are
funded by transfer from CAQ’s budget in the amount of

Filled and Vacant FTE, New FTE $257,224 plus departmental revenue of $574,621.




Recommended Augmentations- Capital Projects

Category -T FTE
-iCapital Improvements
-ICounty Administrative Office
CIP - Laguna Seca Water Project
CIP - Park Sewer and Water Capital Projects
-/Information Technology
AUG-CIP County's Micro Wawe Network
AUG-CIP LAW network upgrade
AUG-CIP Video conferencing
AUG-CIP Upgrade ITD Data Center
AUG-CIP Replace HVAC Equipment
AUG-CIP ITD Remodel
-IPublic Works, Facilities & Parks
CIP - Park Sewer and Water Capital Projects
PWFP - Boronda CSD- Foothill Intertie Project
PWFP - Prop 68 per capita match
-1Sheriff-Coroner
Jail's Back-up Sewer System
Motorola Radios
Grand Total

Amount
15,336,256
11,258,621

500,000
10,758,621
1,627,635
351,635
200,000
100,000
230,000
200,000
546,000

2,450,000
1,200,000
1,250,000

15,336,256

Capital projects are
funded in the
originating
department’s unit and
funds are transferred
to Fund 404 or 402 as
appropriate, therefore,
you see Public Works
projects as zero on the
table to the left.
Details about the $10.8
million in water/sewer
projects is delineated
in separate slide under
the ARPA Funding Plan.




Recommended Augmentations- New Programs

Category ~' FTE Amount

-INew Mandated Program/Service w/ General Fund Funding - 774,338
Auditor-Controller - 40,000
Civl Rights Office - 46,500
Health - 362,838
Housing and Community Dewelopment - 145,000
Public Works, Facilities & Parks - 180,000

-INew Program/Service w/ General Fund Funding - 3,196,108
County Administrative Office - 1,972,174
Health - 429,000
Housing and Community Dewelopment - 60,000
Public Works, Facilities & Parks - 734,934

Grand Total - 3,970,446




Sum of Requested

Dept Name | ¥ Budget Request Name | ¥ Amount
= Auditor-Controller AUG-Software 40,000
Auditor-Controller Total 40,000
-1 Civil Rights Office ASL and Spanish Interpretation / Translation 9,000
Equal Opportunity Plan Development 16,000
State-Mandated Training (Prevention Sex. Har.) 15,500
Title VI and Title VII Civil Rights Act Training Support 10,000
Civil Rights Office Total 46,500
= County Administrative Office 2021 Redistricting 400,000
CA Cannabis Authonty JPA 223,000
Cannabis Contingency Fund 265,280
EOC-TMD Communications 385,000
Live Wall Monitors 50,000
MB Econ Partnership Membership 10,000
Natl Dev Council Contract 75,000 Re CO m m e n d e d
Op Transfer to Capital Fund for EIR Camnel Lagoon Sandbar 256,894
Op Transfer to Road Fund Carmel Lagoon Sandbar 110,000 o
Serv/Suppl - Media Comm. Start-up 50,000 A U g M e N tat | O N S—
Sustainability Sern/Suppl 147,000
County Administrative Office Total 1,972,174

st Gt Prograr New Programs

COVID19 -stipends for residents -

FACE MASK ORDINANCE 220,000 .
Mobile Clinics 99,000 D eta I |
New Bright Beginings COVID Response & Recovery 200,000
New Bright Beginings School Readiness Assessment 130,000
Health Tofal 791,838
~IHousing and Community Dev HCD - Fire Fuel Mitigation 60,000
HCD - Housing Housekeys 145,000 e Health stipend for residents
Housing and Community Development Total 205,000 . .
= Public Works, Facilities & Pa PWFP - Data Ticket, Inc Parking Citation Processing 50,000 shows as zero since it is
PWFP - Fire Fuel Abatement & Tree Work 120,000 H
PWFP - Playground Safety Inspections 10,000 funded Wlth departmental
PWFP - Unscheduled Maintenance 734,934 revenue
Public Works, Facilities & Parks Total 914,934

Grand Total 3,970,446




Financing for Augmentations

ARPA Cannabis
Revenue ARPA Revenue |Cannabis Department |IT

Recommended? ~T|Loss Funding Growth Assignment |Funding Assighment (Grand Total
- 'Yes 10,954,647 | 13,046,189 | 2,696,026 1,250,000 226,516 1,627,635 | 29,801,013
Agricultural Commissioner 222 353 222 353
Auditor-Controller 167,200 184,997 352,197
Child Support Senices 358,828 358,828
Civl Rights Office 69,000 69,000
Cooperative Extension Sernice 12,600 12,600
County Administrative Office 1,599,803 | 11,846,189 888,280 14,334,272
County Counsel 107,494 107,494
District Attomey 237,000 248 187 485,187

Emergency Communications - -
Health 921,209 226,516 1,147,725
Housing and Community Development 1,770,661 1,770,661
Human Resources 630,440 630,440
Information Technology 1,627,635 1,627,635
Probation 371,012 371,012
Public Defender 504,002 504,002
Public Works, Facilities & Parks 3,400,727 - 50,000 - 3,450,727
ShernfeCoroner 1,441,527 | 1,200,000 1,250,000 3,891,527
Social Sendces 386,394 - 386,394
Treasurer-Tax Collector 62,000 16,959 N 78,959
Grand Total 10,954,647 | 13,046,189 | 2,696,026 1,250,000 226,516 1,627,635 | 29,801,013

* Cannabis
Assignment
Funding was
approved by
the Board the
prior Fiscal
Year for
purchase of
Sheriff’s
radios
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Unfunded Augmentations Summary

Incli-¥|Ranking Type Name * [Dept Name v |FTE |[Amount
-INo | -ICapital Improvements County Administrative Office - 1,450,000
Public Works, Facilities & Parks - -
ShenfCoroner - 174,730
-IContribution to Other Funds Public Works, Facilities & Parks - 394,791
-INew Mandated Program/Service yCounty Administrative Office - -
Public Works, Facilities & Parks - 647,000
-INew Program/Service w/ General|County Administrative Office - 800,000
Public Works, Facilities & Parks - 209,945
-IRequest New Position County Administrative Office 1.00 138,207
District Attomey 1.00 118,579
Health 2.50 234,281
Human Resources 2.00 204,952
Public Works, Facilities & Parks 12.00 915,044
ShenfCoroner 6.00 682,460
-IStatus Quo Other Housing and Community Development - 200,000
Probation - 126,379
Public Works, Facilities & Parks - -
Shenf-Coroner - 4,910,600
-1Status Quo Vacant Position Public Works, Facilities & Parks 1.00 90,584
Shenf-Coroner 17.00 | 2,633,234
No Total 42.50 | 13,930,786
Grand Total 42.50 | 13,930,786




Additional Funding Requests Received
Outside Augmentation Process

» Salinas Valley Promise $250,000 each FY (2021-22 and 2022-23) for a total of $500,000

» Broadband connectivity projects $3.5 million
» Temporary Homeless shelter demolition $207,000
» San Lucas Water Project

> Salinas Regional Soccer Complex $250,000

» Pathway to Recovery for Children $1.5 million




Funds must be used by December 31, 2024 for qualified costs to:

Amenca N “to respond to the public health emergency with respect to the Coronavirus Disease 2019 (COVID-19) or
its negative economic impacts, including assistance to households, small businesses, and nonprofits, or aid

Rescue Pla n to impacted industries such as tourism, travel, and hospitality;”

ACt (AR PA) “to respond to workers performing essential work during the COVID-19 public health emergency by
. providing premium pay to eligible workers of the metropolitan city, nonentitlement unit of local
Fu nd | ng government, or county that are performing such essential work, or by providing grants to eligible employers

that have eligible workers who perform essential work;”

Eligible Uses

“for the provision of government services to the extent of the reduction in revenue of such metropolitan
city, nonentitlement unit of local government, or county due to the COVID-19 public health emergency
relative to revenues collected in the most recent full fiscal year of the metropolitan city, nonentitlement
unit of local government, or county prior to the emergency; or”

“to make necessary investments in water, sewer, or broadband infrastructure”




ARPA Funding Priorities (584.3 million)

What was the process?

» Outreach to County Departments to determine their priorities to respond to the pandemic
(January to June 2021)

» Board approved County’s Response and resources on February 9, 2021
» ARPA signed into Law March 11, 2021
» Reviewed ARPA funding requirements
» Presented first draft of priorities to Budget Committee 04/28/2021
»May 10, 2021 - draft ARPA requirements were released
» May 17, 2021 - Capital Improvement Committee reviewed recommended ARPA capital projects
»Budget Committee Further Direction (05/26/2021)
> Next Steps:
» Confirm eligible expenditures once Final US Treasury Guidance is received
» Leverage other funding opportunities
» Bring allocation to the Board for approval during budget hearings




Preliminary Funding Allocation Recommendation

Direct Funding of
Infrastructure
Water, Seweror

Broadband
ojects, 17.4%

Pr

» 40.2% Revenue Loss — Qualified Services
» 31.1% Pandemic Response — Qualified Funding
» 17.4% Infrastructure

» 11.2% Economic Recovery




ARPA Funding Allocation Recommendation

ARPA Funds Utilization FY 2020-21 FY 2021-22 FY 2022-23 FY 2023-24 Totals

Infrastructure Water, Sewer or Broadband $ - $12,458,621 $ 1,805,862 $ 375,524 $ 14,640,007
Economic Recovery $ - $ 4541487 $ 3,188,659 $ 1,750,000 $ 9,480,146
Pandemic Response - Qualified Funding $21,984,647 $ 2,587,568 $ 1,685,349 $ - $ 26,257,564
Revenue Loss - Qualified Senices $ 1,814,761 $14,647,589 $10,597,091 $ 6,874,103 $ 33,933,544
Total ARPA Fund Utilization $ 23,799,408 $ 34,235,265 $17,276,961 $ 8,999,627 $ 84,311,261

* FY 2020-21 activity is for COVID response approved by the Board for expenditures incurred from March 3, 2021
including
* VIDA project
* Health and Social Services response to pandemic
e Of the $4.5 million under economic recovery in FY 2021-22, the Board approved use of $S2 million for grants certain
businesses affected by Pandemic
e 05/25/2021 the Board approved $500,000 for funeral assistance program will be part of the pandemic response costs
for FY 2021-22




Revenue Loss Recovery - $34.5 million

Services Provision backfilled with ARPA

due to Revenue Loss FY 2020-21 FY 2021-22 FY 2022-23 FY 2023-24 Totals
RMA Revenue Loss reported 02/09/2021 for FY

2020-21 $ 1,814,761 $ 1,814,761
Free Access to County Parks by the Public $ 275,000 $ 275,000
Augmentations Funded by Revenue Backfill $10,954,647 $10,597,091 $ 6,874,103 $ 28,425,841
Revenue backfill available for core programs as

directed by the Board $ 3,417,942 $ 3,417,942

Totals 1,814,761 14,647,589 10,597,091 6,874,103 33,933,544




Pandemic Response Category Details $26.2 million

> FY 2020-21 pandemic response activities already approved by the Board ($21.9 million) would replenish local
funding, providing more local flexibility for ongoing response in FY 2021-22

» Support for Public Health response to the Pandemic ($16.9 million)
» COVIDY9 Compliance and Enforcement

» Staff costs responding to the pandemic
» Lab Infrastructure and supplies

» Testing and vaccine administration FUNERAL ASSISTANCE PROGRAM approved
» Contact Tracing 05/25/2021 for $500,000 will also come out
» Housing Assistance of this category.

» Food Assistance — Senior Meal Program, Great Plates
» Small Business Grants
» Protective Equipment

» Community Outreach Program - VIDA (54.9 million)

» Leaves S4.3 million in ARPA funding for new COVID response programs in future fiscal years and frees up
local funding to continue responding in the future

> II_Regcl)nciliation of FY 2020-21 expenses will have to be performed as only expenses after March 3, 2021 are
eligible




ARPA Infrastructure Projects

Infrastructure Projects Summary
Lake San Antonio South Shore
Lake San Antonio North Shore
Lake Nacimiento

Toro Park

Manzanita Park

Royal Oaks Park

Jacks Peak

Park Projects Contingency
Laguna Seca Water Project
Jail Lift Sewer System

Totals

FY 2021-22
$ 4,154,400
$ 3,102,400
$ 384,800
1,616,518
742,912
699,082

58,509

500,000
1,200,000
12,458,621

$
$
$
$
$
$
$
$

FY 2022-23 FY 2023-24

$ 575862 %
$ 1,230,000 $
$ - 3
$ 1,805,862 $

200,524
175,000

375,524

Totals
$ 4,154,400
$ 3,102,400
$ 384,800
$ 1,616,518
742,912
699,082

58,509
776,386
1,905,000
$ 1,200,000
$ 14,640,007
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ARPA Economic Recovery

Economic Recovery FY 2021-22 FY 2022-23 FY 2023-24 Totals
Economic Recovery - Countywide Business
Retention $ 1,724,931 $ 1,500,000 $ 1,000,000 $ 4,224,931

Economic Recowery - Employment Programs $ 800,000 $ 500,000 $ 250,000 $ 1,550,000
Economic Recowvery - Countywide

Hospitality/Tourism $ 847,432 $ 500,000 $ 500,000 $ 1,847,432
Fire Districts Pandemic Response Costs $ 500,000 $ 500,000
Revenue Loss - qualified funding outside

agencies $ 610,281 $ 610,281 $ - $ 1,220,562
Revenue Loss - qualified funding fire districts $ 38,021 $ 50,643 $ - $ 88,664
Revenue Loss - qualified funding user agencies @ $ 20,822 $ 27,735 % - $ 48,557
Totals $ 4,541,487 $ 3,188,659 $ 1,750,000 $ 9,480,146

* Of the $4.5 million in FY 2021-22 the following is already allocated to specific programs
e $2,061,626 approved for grants to local restaurants, personal care services, and public swimming
pools as approved by the Board May 18, 2021
* $669,124 are part of the recommended budget




Capital Improvement Committee and
Budget Committee ARPA Priorities

Capital Improvement Committee
» Add funding for the CSDs and CSAs water and sewer projects estimated at $4.1 million
» Park Projects
» Lakes, but north shore projects not as high a priority as other projects
Budget Committee
» Salinas Valley Promise
» Childcare
» Soccer Complex
» Esperanza Care

» Present only top priorities for CSAs and CSDs

» Lakes funding lower priority




A Note on

Recommended
Augmentations

® Child support services augmentation is

recommended for funding at $358,828, but
the Department received additional state
funding after the Recommended budget was
developed, reducing their funding need to

$186,657.

Staff worked together to reduce
augmentations below initially requested
amounts by examining areas of potential
budget flexibility.

This was done to “stretch the County dollar”
to preserve service capacity but diminishes
flexibility to respond to unplanned
operational needs in the future.
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Recommendations

It is recommended that the Board of Supervisors:

1. Hold a Public Hearing on June 2, 2021 at 9:00 a.m. to consider adopting the Fiscal Year
(FY) 2021-22 Appropriation Limits pursuant to Article XIlIB of the California State
Constitution.

2. Commence Budget Hearings with the County Administrative Office summary
presentation of the FY 2021-22 Recommended Budget on June 2, 2021 at 9:00 a.m.
and continue Budget Hearings on June 3, 2021 beginning at 9:00 a.m. if necessary.

3. Authorize and direct the County Administrative Office to prepare the FY 2021-22
Adopted Budget Resolution reflecting changes made by the Board during budget
hearings, to make any changes in budget units to reflect any position and/or account
adjustments approved by the Board during or prior to budget hearings.

4. Authorize and direct the County Administrative Office and Auditor-Controller to
adjust, if needed, position counts, appropriations, revenues, fund balances, etc. to
correct clerical and inadvertent errors due to erroneous entries in the County’s budget

szstem.




Recommendations (continued)

5. Authorize the County Administrative Office to amend the FY 2021-22 General
Financial Policies by adjusting the contribution of transient occupancy tax (TOT)
revenue to the Monterey County Convention and Visitors Bureau, Arts Council and
Film Commission from the current rates of 6.0%, 1.98% and 0.95% of County TOT
revenue based on prior year audited actuals to the new methodology using the same
percentages of FY 2018-19 audited actual TOT ($28,607,881) as the base, resulting in
contributions of $1,716,473, $566,436 and $271,775 respectively. Authorize and
direct the County Administrative Office to incorporate this change in the FY 2021-22

Adopted Budget.




Recommendations (continued)

6. Authorize the County Administrative Office to amend the General Financial Policies by
adjusting the contribution of TOT revenue to the Road Fund from the current rate of
25.0% of County TOT revenue based on prior year audited actuals to 55,486,766, the
FY 2021-22 maintenance of effort (MOE) requirement, effective July 1, 2021.
Authorize and direct the County Administrative Office to incorporate in the FY 2021-
22 Adopted Budget the updated TOT contribution to the Road Fund.

7. Authorize the County Administrative Office to amend the General Financial Policies by
adjusting the contribution of Proposition 172 revenue to emergency communication
user agencies from the current rate 5.0% of County’s total Proposition 172 revenue
for the most recent audited fiscal year to the same percentage of FY 2018-19
(536,098,066) resulting in a contribution amount of $1,804,903. Authorize and direct
the County Administrative Office to incorporate this change in the FY 2021-22
Adopted Budget.




Recommendations (continued)

8. Authorize the County Administrative Office to amend the General Financial Policies by
adjusting the contribution of Proposition 172 revenue to fire agencies from the current
rate of 9.13% of Proposition 172 revenue for the most recently audited fiscal year to the
same percentage of FY 2018-19 ($36,098,066) resulting in a contribution amount of
$3,295,753. Authorize and direct the County Administrative Office to incorporate this
change in the FY 2021-22 Adopted Budget.

9. Authorize the County Administrative Officer or designee, to take all actions necessary to
establish a 115 Trust with the Public Agency Retirement Service (PARS) for creation of a
pension rate stabilization program for Miscellaneous and Safety retirement prefunding.




Recommendations (continued)

10. Authorize the County Administrative Office, in the event that any
unbudgeted/unassigned fund balance is available at year-end FY 2020-21, to allocate in
the following order of priority:

a. For support of the Strategic Reserve (3111), not to exceed established Board
policy of 10% of estimated FY 2020-21 General Fund revenues (excluding NMC
Strategic Reserve) as prescribed in the County of Monterey General Financial
Policy.

b. For the General Fund Contingency Assignment (3113) to help cover unanticipated
events or emergencies as prescribed in the County General Financial Policy.

c. For funding of a 115 Trust for pension rate stabilization up to 10% of estimated FY
2020-21 General Fund revenues. Authorize the County Administrative Officer or
designee to determine initial deposit of allocations between the Miscellaneous
and Safety plans.




Recommendations (continued)

11. Authorize the County Administrative Office to transfer or release to/from
assignments associated with the following self-funded programs in the event they
require additional funds or have excess funds at the end of FY 2020-21:

Vehicle Replacement Assignment (3116).

Laguna Seca Track Assignment (3129).

Information Technology Charges Mitigation Assignment (3124).
Building Improvement and Replacement Reserve Assignment (3112).
Cannabis Tax Assignment (3132)

Disaster Assistance Program Assignment (3126).

Non-Recoverable Costs Assignment (3131).

AEERECEE S A




Recommendations (continued)

12. Authorize the County Administrative Office to adjust the FY 2021-22 Adopted

13.

Budgets for the other funds under the authority of the Board of Supervisors to
reflect the FY 2020-21 year-end final available fund balance.

Consider approval and adoption of the Public Works Facilities and Parks
Department-Public Works Annual Work Program for the Road Fund for Fiscal Year
2021-22. California Code of Regulations Section 994 - Road Construction &
Maintenance Activity, and Streets & Highways Code Division 3, Chapter 1, Section
2007 require that a Road Fund budget be submitted to the Board of Supervisors at
the same time as other County departments submit their recommended budgets.
The Public Works Annual Work Program outlines planned expenditures within the
recommended Work Program (Road Fund) budget by project and activity. It details
anticipated administrative, engineering, and reimbursable expenditures along with
planned capital project expenses and maintenance activities.




Next Steps

The Board will receive presentations from Department Heads and members/organizations from the
public.

During the hearing, the Board may make additions, reductions or modifications to the Recommended
Budget.

Understanding the budget is balanced as presented, financing options for potential increases include:

— Redirections: The Board can direct staff to delete or modify County programs or contributions to
other agencies and redirect those resources to other needs.

— Cannabis Revenue Growth: the recommended budget includes $2.7 million in cannabis revenue
growth to fund augmentations, but there are additional unused funds estimated at $1.3 million.

— ARPA Funds — The Board can direct use of this funds for eligible expenditures

— Contingencies appropriation - In accordance with Board policy, the budget includes 1% of
estimated general fund revenues ($7.2 million for FY 2021-22) set aside for operational
contingencies




Discussion




Public Comment




Department Head
Presentations
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Distinguished Budget Presentation Award

The Government Finance Officers Association of the United States The award is valid for a period of one year. We believe that our
and Canada (GFOA) presented an award for Distinguished Budget current budget continues to conform to program requirements, and we
Presentation to County of Monterey, California for the annual budget are submitting it to GFOA to determine its eligibility for another
for the fiscal year beginning July 1, 2020. In order to receive this award

award, a government unit must publish a budget document that meets

program criteria as a policy document, as an operational guide, as a

financial plan and as a communication device.

P

GOVERNMENT FINANCE OFFICERS ASSOCIATION
Distinguished
Budget Presentation
Award

PRESENTED TO

County of Monterey

California

For the Triennium Beginning

July 1, 2020

T i Pl

Executive Director
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County of Monterey
Board of Supervisors

Mission Statement

The Mission of Monterey County is to Excel at providing Quality Services for the benefit of all
Monterey County residents while developing, maintaining, and enhancing the resources of the
region.

Luis A. Alejo
District 1

John M. Phillips
District 2

Chris Lopez
District 3

Wendy R. Askew
District 4

Mary L. Adams
District 5
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ABOUT THE COVER

This year’s Recommended Budget Book features images
and descriptions selected from over 50 photos submitted by
the Padre Trails Camera Club reflecting the scenery of the
5th Supervisorial District of Monterey County. All photos
were chosen by Supervisor Mary L. Adams and her staff.

1.

Carmel Beach on a Stormy Day by Jim Lambert
Popular for exercising and with dog walkers, the beach
was atypically empty on a wet day. This photograph
was taken as it was starting to get dark and rainy. A
rainbow suddenly amplified the beauty of this
recreational asset that provides great benefit to our
community.

Monterey Conference Center by Bill Shewchuk
Taken on the upstairs patio not long after it reopened in
2018 following a two-year, $60M renovation, this
image illustrates the city’s vitality. The sun floods the
oval skylight and seating area, reflecting off large
windows at the back while a slight breeze ruffles a flag
overlooking the cityscape.

Carmel Valley Spring by Patricia McKean

The sun sets on the lower hills of Mt. Toro from this
viewpoint on the rolling green hills of Cachagua Road.
The Carmel and Big Sur coastlines may be more
famous, but Carmel Valley has a quiet serenity all its
own. The rural lifestyle is loved by residents and
visitors to the lodges along Carmel Valley Road, which
has been considered as a potential Scenic Highway.

River Fire - Skilled Fire Fighter Pilots by Jeff Hobbs
On August 14™, 2020, a lightning strike at Pine Canyon
and River Road sparked the River Fire. Pilots expertly
maneuvered their planes to precisely place red fire
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retardant. From Spreckels, it was possible to safely
document the valiant efforts required to save homes.
This image captures one of the larger planes on a final
pass. Prior to containment on Sept 4™ the fire burned
48,088 acres, destroying 30 structures and damaging
another 13. Thank you to all the Fire Fighters who put
themselves in harm’s way to keep us safe!

Rough Surf by Chyrl Light

The scenic coastline of Pacific Grove between Lover’s
Point and Asilomar attracts large numbers of tourists
and residents, providing a positive economic impact for
the County. Beautiful blue skies provide a backdrop for
rough seas and high waves in this perfectly timed
image that captures dramatic ocean conditions from a
safe distance.

Rain Rocks Rock Shed by Rick Verbanec

One of the most southern landmarks along the majestic
Big Sur Coast is reminiscent of early 20th century
railroad sheds in the Sierras. Some 35 miles from
Carmel, this significant road improvement was
constructed during 2012-2013 at Pitkin's Curve, a mile
north of Limekiln State Park. The steep and rocky cliffs
along this part of Highway 1 experience frequent
rockslides, washouts, and lengthy closures for repairs.

Big Sur River Gorge by Jim Lambert

This scenic swimming hole located within Pfeiffer Big
Sur State Park is a popular recreational attraction with
tourists and locals. A trail connects the campground to
the inviting pool of clear river water within this granite-
walled gorge. Multiple river crossings along the way
make for a rock-hopping hike of half a mile round trip.
Persistent adventurers can continue above the
swimming hole to more cascades, boulders, and pools.

Underwater at Stillwater Cove by Karen Schofield
This kelp forest off Pebble Beach provides ample
opportunities for memorable scuba diving excursions.
The water there is indeed very still and full of life.
Though leopard sharks frequent the cove, none were
encountered in this peaceful scene of kelp, beautiful
blue water and amazing light.
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102



Fiscal Year 2021-22 Recommended Budget

Submitted by
Charles McKee, County Administrative Officer

Prepared by
County Administrative Office
Budget and Analysis Division

Dewayne Woods, Assistant County Administrative Officer
Ezequiel Vega, County Budget Director

Juan Pablo Lopez Raquel Escorcia
Administrative Analyst

Veronica Fernandez
Administrative Analyst Administrative Analyst
Natividad Medical Center Emergency Communications Auditor-Controller
Water Resources Agency Agricultural Commissioner Office
Capital Asset ISF Management
Information Technology

Cooperative Extension Department
Elections Department
Child Support Services County Counsel/Risk Management
Library Health Department
Prop 172 Forecast Assessor/Clerk-Recorder
Debt Issuance Clerk of the Board
Fund Balance Reconciliation
Budget Book Production

Human Resources
System Lead
Training Lead

County Administrative Office
Treasurer-Tax Collector
Board of Supervisors

Bella Lesik Ezequiel Veaa Lucila Sanchez
Administrative Analyst Count g daet Dq ¢ Administrative Analyst
Probation c~_un y Budge - Irector ) Department of Social Services
Public Defender Countywide I_3udget .& Fiscal OVerS|_ght Military & Veterans' Affairs Office
Sheriff-Coroner County Policy Review and Analysis Housing and Community Development
District Attorney Staff to Budget Committee (Secondary) Public Works, Facilities and Parks
Civil Rights Office Labor Fiscal Analysis
Rocio Quezada Budget Committee:
; Chair, Supervisor Luis A. Alejo
Executive Support Staff ) L -
Budget Committee Support Staff Cover Design by: Vice-Chair, Supervisor Wendy R. Askew
Capital Improvement Committee Supervisorial District 5 .
Support Staff Photo Credits: Padre Trails Camera Club Special Thanks to:
Budget Workshops Coordinator Layout Design by: Bella Lesik
Budget Hearings Coordinator

County Department Heads
Department Finance Managers/Staff

103



About Monterey County
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Monterey County is located on the
breathtaking Pacific Coast of California,
south of San Francisco and north of Los
Angeles. The County is comprised of
3,771 square miles and includes 12
incorporated cities and 16 unincorporated
areas; of which Salinas, the County seat,

is the largest municipality.

Created in 1850, Monterey County was
one of the original counties of California
at the time of statehood. The County
derived its name from the Monterey Bay,
which was named by Sebastian Vizcaino
in 1602, in honor of Gaspar de Zuniga y
Acevedo, Conde de Monterrey, the
Viceroy of New Spain. The word itselfis
composed of the Spanish words “monte”
and “rey”, which literally means “king of
the mountain.”

Monterey County is known to the world
for its majestic coastlines including Big
Sur, California State Route 1, and 17-
Mile Drive on the Monterey Peninsula, as
well as the agriculturally rich Salinas
Valley, also known as the “salad bowl of
the world.” It is also home to Pinnacles
National Park near the City of Soledad,
the Monterey Bay Aquarium and the site
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of a Monarch butterfly preserve in the

City of Pacific Grove.

Square Miles 3,771
Coastline Miles 90
Number of cities 12
Number of road miles maintained 1,235.31
Number of bridges maintained 175
Number of County library branches 17
Number of hospitals 4
Number of County Parks 9
Number of State Parks/Beaches 18

Sources: Monterey County Economic Development Department,
Resource Management Agency, Library, and MTYCounty.com

Population

Monterey County is one of 58 counties in
the State of California and part of the
Salinas, CA Metropolitan Statistical
Area. The California Department of
Finance projects the County’s population
at 445,181 in 2021.

Morterey Counly
Estienated Populathon 2313-2024
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Source: State of California, Department of Finance, Report P-2A: State
& County Population, March 2021

Monterey County’s population growth
parallels growth in comparable counties
of San Luis Obispo and Santa Barbara.
The projected change in total population
from 2020 to 2021 is 0.9% (441,290 to
445,181), consistent with Monterey
County’s population growth trend over
the past 50 years.

Salinas represents the largest city in
Monterey County with over 162,222
residents. The cities of Marina, Soledad,

About the County
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Monterey and Seaside form the second
largest group in population ranging from
22,321 to 33,537 residents each. The
smallest cities include Sand City, Del Rey
Oaks Carmel-by-the-Sea and Gonzales
with populations ranging from 385 to
8,506. The population for the
unincorporated areas of Monterey County
is 106,744.

Monterey County Population by City
oL
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Source: State of California, Department of Finance E-1 Report, May 2020

Monterey  County’s  population is
relatively young with 44% of residents
under the age of 30. The next largest age
group consists of adults between the ages
of 30-59 comprising 36% of the
population. Older adults ages 60 to 100+
make up the County’s smallest age group
at 20%. The median age for Monterey
County’s population is 34 years.

Momterey County X021
Extenated Popalaiion by Age

Source: State of California, Department of Finance, Report

P-2B: State & County Population, March 2021

Monterey County’s population reflects its
diverse community. The population is
59% Hispanic, 30% White, 5% Asian,
3% Black, 2% Multi-racial and 1% made
up of other.

Monterey County Population by Race
White
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Source: Source: State of California, Department of Finance P-2D
Population Projections Report, March 2021

Income

Per capita income in Monterey County
continues to be at the low end of the
spectrum in comparison to the statewide
average and nearby counties. In 2019,
Monterey County had a per -capita
personal income of $30,073 which is
lower than the per capita income for
California as a whole and neighboring
counties of San Luis Obispo, Santa Clara,
and Santa Barbara.

The Median Household Income in
Monterey County is $71,015 which is 6%
below the statewide average and the
lowest compared to neighboring counties.

Monterey County’s poverty level of
12.6% is higher than the statewide
average of 11.8%, while Santa Barbara
County has the next highest at 12.0% and
Santa Clara County has the lowest of
neighboring counties at 6.1%.

Per Capita Income and Median household Income

Selected Counties and California

Median  Persons
Per Capita Household in

Income Income Poverty

Monterey County 30,073 71,015 12.6%
San Luis Obispo County 37,233 73,518 11.6%
Santa Barbara County 36,039 74,624 12.0%

Santa Clara County 56,248 124,055 6.1%
California 36,955 75,235 11.8%

Source: U.S. Census Bureau, QuickFacts 2021
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Employment and Industry

Monterey County’s economy is primarily
based upon tourism in the coastal regions
and agriculture in the Salinas Valley. It is
also home to an extensive array of
education and research institutions which
contribute greatly to the economy. The
non-profit sector is also one of the largest
business sectors in the County.

The chart that follows lists the major
employers in Monterey County.

Employer Name Industry
Al Pak Labor Fruits & Vegetables-Wholesale
Azcona Harvesting |Harvesting-Contratt

Carol Hatton Breast Care Ctr. |Di38"°5tit Imaging Centers

County- Monterey Health Services, Govt. Offices

Dole Fruits & Vegetables-Growers & Shippers

Growers Co. Fruits & Vegetables & Produce-Retail

Hilltown Packing Co. Harvesting-Contract

Mann Packing Co. Fruits & Vegetables-Growers & Shippers

Mee Memorial Hospital Hospitals

Middlebury Institute-Intl.

M vV, b

University-College Dept/Facility/Office

Fruits & Vegetables-Growers & Shippers

Monterey Peninsula College Junior-Community College-Tech

Natividad Medical Center

Hospitals & Medical Centers

Ord Community C issary Military Bases

Pebble Beach Resorts

Premier Raspberry LLC Grocers-Wholesale
Premium Harvesting & Packing Labor Contractors
Quality Farm Labor Labor Contractors

RC Packing Packing & Crating Service

Salinas Valley Memorial Healthcare Health Care Management

US Defense Manpower Data Center Government Offices-Us

Valley Harvesting Crop Harvesting-Primarily By Machine

Source: America's Labor Market Information System (ALMIS) Employer
Database, 2020 1%t Edition. Note: Not ranked in order of employment
size

Labor Force and Unemployment

Labor Force
2020 Annual Averages
Labor Force 213,500
Employment 190,400
Unemployment 23,100
Unemployment Rate 10.8%
Source: California Employ Devel D Labor Market

Information Division, Report 400 CAnnual Average 2020, March 2021
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Monterey County’s annual
unemployment rate in 2020 was 10.8%.
This compares with an annual
unemployment rate of 10.1% for

California during a period in which the
world  experienced the Covid-19
Pandemic. Monterey County’s jobless
rate remains higher than both the State
and the nation.

Occupational Share of Employment for Monterey County

May 2019 Employment 1 Qtr. 2020
Occupation i Hourly Wage
Farming, Fishing, and Forestry 18% $15.46
Office and Administrative Support 10% $22.36
Food Preparation and Serving-Related 10% $15.37
Sales and Related 8% $21.09
Education Instruction and Library Occupations 8% $36.63
Transportation and Material Moving 8% $17.95
Management 4% $58.74
Healthcare Practitioners and Technical 4% $60.26
Production 4% $20.90
Healthcare Support 4% $17.89
Installation, Maintenance, and Repair 3% $27.62
Building & Grounds Cleaning & Maintenance 3% $17.78
Business and Financial Operations 3% $37.71
Protective Service 3% $35.69
Construction and Extraction 3% $31.36
Personal Care and Service 2% $17.35
Community and Social Services 1% $30.56
Computer and Mathematical 11% $47.12
Arts, Design, Entertainment, Sports, & Media 1% $28.78
Life, Physical, and Social Science 0.9% $40.17
Architecture and Engineering 0.5% $47.03
Legal 0.3% $53.27

Source: State of California Employment Development Department,
Labor Market Division, June 2020

According to the State of California
Employment Development Department’s
Labor Market Division, Monterey
County’s local economic strength lies in
occupations that generally pay lower
wages, explaining why the per capita
income levels are relatively low
compared to nearby counties. In
Monterey County, 18% of the labor force
consists of occupations in Farming,
Fishing, and Forestry. In the first quarter
of 2020, the mean hourly wage was
$15.46 per hour. The second highest
occupational category is Office and
Administrative Support, accounting for
10% of the workforce with a mean wage
of $22.36 per hour. Food Preparation and
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Serving-Related occupations represent
the third largest share of Monterey
County’s employment, with 10% and a
mean wage of $15.37 per hour. The top
three occupations in Monterey County
represent 38% of all employment.
Monterey County continues its efforts to
attract more highly skilled jobs to the
local economy by encouraging its
residents to seek higher educational
opportunities that will in turn create a
more highly skilled labor force.

Education

The education system in Monterey
County tasked with developing a skilled
labor force primarily consists of a public
school system headed by the Monterey
County Office of Education (MCOE).
MCOE was established more than 150
years ago by California’s Constitution
and supports 24 school districts, two
community colleges, and a state
university.
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Enrollment in K-12 Public Schools in
2019-20 was 77,387 in Monterey County.
After experiencing continuous declines in
enrollment growth, Monterey County’s
K-12 enrollment began growing steadily
in 2009. Since 2009, enrollment in
Monterey County has grown by 6.7%.
However, in 2020 enrollment did decline
by 0.7% from the previous year.

K-12 Enrollment Comparison

FLTE S F T FURR 5 PR

——— Moty LTty —— A Gk O IED tams R s

Source: California Débanhent of Education -

Along with growing enrollment, the
school system is seeing an increase in
revenue due to the passage of Proposition
30 which is alleviating the financial
challenges of years past. The State has
implemented a new funding formula
which lifts State restrictions and provides
school district boards the flexibility on
the use of funds. This new funding
formula increases the local responsibility
for student achievement.
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Historically, educational attainment in
Monterey County, along with other
measures of educational performance, has
lagged California and other Central Coast
counties. In recent years, Monterey
County began to close the gap with
respect to English Language
Arts/Literacy and Math proficiencies.
However, a comparison of Monterey
County to the State shows that Monterey
County still lags in proficiency when
comparing the California Assessment of
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Student Performance
(CAASPP) test results.

and Progress

High School Graduation Rates

2016 to 2019
County 2017 2018 2019 2020
Monterey 83.9% 84.7% 83.5% 84.5%

San Luis Obispo 90.4% 91.5% 91.0% 90.3%
Santa Barbara 86.7% 87.4% 86.8% 86.3%
California 82.7% 83.0% 84.5% 84.3%

Source: California Department of Education, Dataquest

Although Monterey County has had
lower graduation rates compared to
neighboring counties, it has shown
improvement over time. Between 2019
and 2020, Monterey County's high school
graduation rate increased from 83.5% to
84.5%. San Luis Obispo and Santa
Barbara counties showed a decrease
during the same period. The high school
graduation rate for Monterey County is
just above the State rate of 84.3%.

Monterey County continues to make
strides towards preparing its students for
higher education. In 2017-18, the college
going rate was 67.7% compared to the
State’s rate of 65.2% according to the
California Department of Education.
Preparing students for higher education
will allow them to take advantage of the
vast educational opportunities available
in the area.

Higher Education and Research
Institutions

Monterey County is home to a range of
institutions of higher learning, both
public and private, large, and small,
general, and highly focused institutions,
particularly related to marine research.
The higher education and research
institutions located within Monterey
County contribute to the local economy,
including research and grant funding.
Employing more than 15,000 faculty,

County of Monterey Recommended Budget FY 2021-22

staff and researchers directly employed
by these institutions.

Institutions include:

- Brandman University

- Cabrillo College

- California Department of Fish & Wildlife
(CDFW) Marine Region

- California State University, Monterey Bay

- Central CoastCollege

- Defense Language Institute, Foreign
Language Center

- Defense Manpower Data Center

- Elkhorn Slough National Estuarine Research
Reserve

- Fleet Numerical Meteorology &
Oceanography Center, US Navy

- Golden Gate University

- Hartnell College

- Hopkins Marine Station

- Stanford University

- Monterey Bay Aquarium

- Monterey Bay Aquarium Research
Institute (MBARI)

- Monterey College of Law

- Monterey Bay National Marine Sanctuary

- Monterey Institute of International Studies

- Monterey Peninsula College

- Moss Landing Marine Laboratories

- Pacific Fisheries Environmental Laboratory
(National Oceanic & Atmospheric
Administration (NOAA))

- Panetta Institute for Public Policy

- National Weather Service (NOAA)

- Naval Postgraduate School

- Naval Research Laboratory

- U.S. Geological Survey (USGS), Pacific
Science Center

- University of California, Santa Cruz (UCSC)

Social Services

The need for government assistance has
continued to grow in Monterey County,
even while nearby regions have shown
signs of decreased need. This trend has
persisted for the past decade. Monterey
County via its Social Services
Department provides temporary public
assistance benefits and services to assist
eligible residents in meeting their basic
needs.
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One of the programs available to assist
families is CalWORKS (California Work
Opportunities and Responsibility for
Kids) which is designed to assist families
toward a path of work and self-
sufficiency. It provides financial
assistance to economically disadvantaged
families. Monterey County has the
highest yearly enrollment when compared
to its neighboring counties.

CalWorks FY 2018-19

Annual Applications Approved vs Denied
County Approved Denied

Monterey 1,915 4,053
San Luis Obispo 581 *
Santa Barbara 1,740 2,241

Source: California Department of Social Services, CalWORKS Annual
Summary March 2019

* Cells that could identify an individual with a value of less than 11 have been
replaced with a (*) to comply with the CDSS Data De-identification_Guidelines.
Another program the County administers
is CalFresh (Formerly named Food
Stamps). CalFresh supplements the food
budget of low-income households to meet
their nutritional needs. The amount of
help is based on household size, family
income and resources. The available data
shows that Monterey County has the
second highest average number of
participating households compared to San
Luis Obispo County and Santa Barbara
County.

CalFresh 2020

Household Average
County Participation
Monterey 18,961
San Luis Obispo 10,219
Santa Barbara 22,820
California 2,248,992

Source: Calfresh Participation & Benefit Issuance Report (DFA 256)

The table that follows contains
information regarding health care, social
and economic factors, and physical
environment for Monterey County.

Monterey County Snap Shot

Monterey California
Health Care
Uninsured adults 15% 10%
Uninsured children 3% 3%
Life expectancy 82.5 81.6
Social & Economic Factors
Children in poverty 19% 17%
Homicides (per 100,000 population) 10 5
Physical Environment
Air pollution-particulate matter 6.7 9.5

Source: County Health Rankings 2020

Agriculture

Monterey County is one of the nation’s
top agricultural producers of the State.
Agriculture is the County’s largest sector
in terms of economic output and
employment. As such, it represents a vital
link to both the County’s cultural past and
competitive future. Agriculture touches
nearly every facet of life in Monterey
County. From lettuce in the Salinas
Valley, artichokes in Castroville, berries
in north Monterey County, or vineyards
in Carmel Valley, agriculture shapes our
lives. Unlike most agriculture across the
United States that is machine harvested,
the crops grown in Monterey County are
dependent upon a highly skilled labor
force to produce the fresh fruits and
vegetables that feed the nation and keep
us healthy. Most agricultural companies
based in Monterey County are family-
owned and operated. In 2019, Monterey
County accounted for a production value
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of over $4.4 billion in crop farming,
which was 3.6% over the previous year.

Gross Production Value

Categories 2019 Total Value 2018 Total Value*
Vegetable Crops ~ $ 3,099,088,000 $ 2,871,099,000
Fruit & Nuts $ 1,028,146,000 S 1,043,856,000
Nursery Crops $ 143,979,000 $ 204,289,000
Livestock & Poultry $ 110,580,000 $ 110,598,000
Field Crops $ 24,554,000 S 23,748,000
Seed Crops & Apiary $ 3,645,000 $ 5,039,000

TOTAL: $ 4,409,992,000 $ 4,258,629,000

Source: Monterey County Report 2019, *Adjusted Figure

Monterey County is known as “The Salad
Bowl of the World” and the gross
production values for 2019 reaffirm it
with a total vegetable crop value of $3.1
billion.

A 2018 report “Economic Contributions
of Monterey County Agriculture” showed
that local agriculture accounts for more
than 63,921 jobs in Monterey County
with 57,503 being direct employees and
6,417 additional jobs made possible
through expenditures by agricultural
companies and their employees. One in
five jobs in Monterey County directly
attributable to the agricultural industry.

Monterey’s agriculture contributes a total
of $11.7 billion in economic output. The
$11.7 billion in economic output consists
of $7.4 billion (19.7% of the county’s
total 2018 economic output) in direct
economic output and $4.3 billion in
additional economic output in the form of
multiplier effects, over $31.0 million
dollars per day.

Monterey County farmers are among the
most productive and efficient in the world
growing more than 150 crops. The table
that follows shows that the top two crops
in 2019 were leaf lettuce and strawberries
as in the prior year.

County of Monterey Recommended Budget FY 2021-22
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Monterey County's Ten Million Dollar Crops
2019 2018
Crop

Crop
2019 Crop Value Ranking Ranking

Leaf Lettuce $ 840,555,000 1 1
Strawberry $ 732,761,000 2 2
Head Lettuce $ 514,088,000 3 3
Broccoli $ 457,390,000 4 4
Cauliflower $ 212,375,000 5 6
Misc. Vegetables $ 196,840,000 6 7
Celery $ 186,391,000 7 9
Wine Grape $ 186,096,000 8 5
Nursery $ 143,979,000 9 8
Spinach $ 127,120,000 10 10
Livestock & Poultry $ 110,580,000 11 11
Brussels Sprouts S 95,452,000 12 13
Mushroom S 86,836,000 13 12
Cabbage S 61,680,000 14 19
Artichokes $ 53,152,000 15 15
Peas S 52,640,000 16 14
Lemon S 44,880,000 17 17
Raspberry S 43,714,000 18 21
Onion, Dry S 36,403,000 19 18
Carrot s 30,160,000 20 22
Kale S 30,084,000 21 16
Spring Mix S 22,717,000 22 20
Rangeland S 20,316,000 23 23
Blackberry S 13,453,000 24 26
Chard S 12,275,000 25 25
Garlic $ 11,352,000 26 24

Source: Monterey County Crop Report 2019
Cannabis

In 2015, the Board of Supervisors
adopted an ordinance allowing cannabis
cultivators to utilize greenhouse space for
cultivation. =~ Soon  several  cities
throughout the County followed with
their own ordinances limiting cultivation
to indoor facilities and greenhouse
including regulations and tax structures.
The vast majority the cultivation takes
place in the unincorporated area of the
County.

Since FY 2017-18 annual tax revenue to
the County has increased from $14.6
millionto $17.5 millionin FY 2019-20.

Monterey County Cannabis Tax
Revenue

Millions

FY 2016-17 FY 2017-18  FY 2018-19  FY 2019-20
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Hospitality
Monterey County has long been a tourist

destination attracting nearly 4.8 million
visitors annually. According to the 2019-
20 Annual Report published by the
Monterey County Convention & Visitors
Bureau, tourism spending was $3.2
billion supporting 27,120 jobs in the
County. The County has a worldwide
reputation with widely recognized
destinations such as Big Sur, Pebble
Beach, Carmel-by-the-Sea, and Monterey
— and attractions such as Monterey Bay
Aquarium, National Steinbeck Center,
17-Mile Drive, Cannery Row,
Fisherman’s Wharf, Pinnacles National
Park, and the Monterey Wine Country.

Visitors enjoy a wide variety of
recreational activities including golf,
beaches, scuba diving, sailing, kayaking,
whale watching, fishing, camping,
horseback riding, skydiving, hiking,
biking, art galleries, exhibits, music, and
theatre. Nearly 300 special events take
place in Monterey County annually,
including AT&T Pebble Beach Pro-Am
Golf Tournament, Monterey Jazz
Festival, races at WeatherTech Raceway
Laguna Seca, Concours d'Elegance, Big
Sur Marathon and other food, wine,
cultural and family festivals.

COUNTYDEPARTMENT SPOTLIGHT
OFFICE OF THE PUBLIC DEFENDER

The Department, through the Offices of
the Public Defender and the Alternate
Defender, handles over 12,000 cases
involving criminal, juvenile, probate,
conservatorships, Veterans and
collaborative courts, diversion, post
sentence relief, and other limited civil
matters.

The Monterey County Public Defender’s
Office provides a client-centered practice
giving a voice to those most vulnerable in
the community. They fight for those who
cannot afford to fight for themselves
using all available resources to ensure
each client receives excellent and
individualized representation. They fight
to protect the constitutional rights of all.

The Office of the Public Defender is
located at the Government Center, 168
W. Alisal Street, Second Floor, Salinas,
California 93901. Administrative staff
are:

e  Susan Chapman, Public Defender

e Jeremy Dzubay, Assistant Public Defender

e Michael Belter, Chief Deputy Public
Defender

e Joy McMurtry, Chief Deputy Public
Defender

e Tom O’Keefe, Chief Deputy Public Defender

e Caren Anderson, Chief Deputy Public
Defender Investigator

e Latasha Ellis, Finance Manager

e Becky Avila, Management Analyst

e Rachel Scott, Admin. Secretary Confidential

e Sara Hernandez, Supervising Legal
Secretary

e Laura Henderson, Management Analyst
(ADO)
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Susan Chapman, Public Defender Jeremy Dzubay, Asst. Public Defender

Mission Statement

The mission of the Monterey County
Public Defender’s Office is to effectively,
efficiently, and zealously defend the
Constitutional and statutory rights of
indigent defendants, juveniles, and
community members in criminal and post

sentence relief, and limited civil
proceedings, by developing strong
attorney-client relationships, and by

working with our Public Safety Partners,
community members and organizations to
insure clients will thrive as members of
Monterey County thereby promoting a
thriving, safe and secure environment.

Programs and Functions:

e Felony Division cases include, but
are not limited to, murder,
manslaughter, sex crimes, gang-
related offenses, Three Strikes,
robbery, embezzlement, fraud,
domestic violence, and burglary.

e Misdemeanor Division cases
include, but are not limited to,
assault, battery, driving under the
influence of drugs/alcohol, theft,
vandalism, domestic violence, and
drug possession.

e Juvenile Division represents youth
in delinquency matters, including
serious felony and misdemeanor
matters, pairing educational,
mental health and social needs of

County of Monterey Recommended Budget FY 2021-22

18

youths with available County
resources.

Mental Health Division cases
include, but not limited to,
criminal matters, probate, and
conservatorships to ensure Public
Defender's clients' health and
finances are protected.
Therapeutic Courts Division seeks
to  reduce  recidivism by
channeling non-violent offenders
through Drug Court, DUI Court,
Veteran's Court, and mental health
diversion programs. A full-time
Psychiatric Social Worker is on
staff to assist in all courts.
Discretionary Services are
provided to Veterans, homeless,
and others who require legal help
to obtain gainful employment and
rejoin productive society.

Post Sentence Relief Division
provides clients with record
expungement services, certificates
of rehabilitation, and application
for pardons to enable them to

successfully re-enter the
community as productive
members of society.

Immigration Specialist Attorney
provides critical information for
immigration-neutral plea
negotiations, dispositions, and

sentencing for Public Defender's
non-citizen clients.
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Department's Contribution to Monterey
County's Strategic Initiatives:

Health and Human Services

Protecting the mental and physical health
of youth and adults unable to care for
themselves by asserting their rights of
access to effective healthcare, education,
and behavioral health services.

Public Safety

Protecting and defending the right to live
in a society free of and safe from
unlawful State interference, by vigorously
defending individual rights and providing
post relief services.

Economic Development

Avoiding unnecessary disruptions to
employment and business activity by
collaborating with Monterey County
Public Safety Partners to keep clients in
nonviolent cases out of custody and in the
workforce.

Recent Accomplishments

The  Department  participated in
community outreach events that have
facilitated County residents' ability to re-
enter the job market, make positive
contributions to the community,
decreased the financial strain on the
County as well as reduced recidivism.
These activities support the Department's

mission to expand outreach throughout
Monterey County.

A specialized Immigration attorney has
provided vital consultations to resolve
criminal cases for more than 600 non-
citizen, indigent clients to limit potential
negative immigration consequences.

The post sentence relief team paved the
way to clear and expunge records, reduce
many felony convictions to
misdemeanors, process certificates of
rehabilitation and pursue other legal
remedies as provided by law.

Every  even-numbered  year, the
Department participates and assists over
100 Veterans at the Veterans Stand
Down. This is a vital service that
provides the veteran with dismissal of
minor cases, waivers of fines, fees, and
assessments and may include referrals to
a variety of necessary services: substance
abuse  treatment, mental  health,
employment, housing, and access to
homeless courts. These critical services
are often the catalyst that enables
veterans to reenter mainstream society
and obtain employment and/or housing.

The Public Defender upgraded its case
management system utilizing Karpel
(same management system used by the
District Attorney). This cost saving
measure allows easier exchange of
information between all safety partners
and the Courts.
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COUNTY OF MONTEREY

Residents of Monterey County

BOARD OF SUPERVISOR COUNTY ELECTED OFFICIALS

DISTRICT 1 DISTRICT 2 DISTRICT 3 DISTRICT 4 DISTRICT 5

ASSESSOR-COUNTY CLERK-RECORDER

Luis A. Alejo John M. Phillips Chris Lopez Wendy R. Askew Mary Adams Steve Vagnini

AUDITOR-CONTROLLER
Rupa Shah, CPA

COUNTY ADMINISTRATIVE OFFICE COUNTY COUNSEL
Charles J. McKee, CAO Les J. Girard

DISTRICT ATTORNEY
Jeannine Pacioni

CIVIL RIGHTS OFFICE
Juan P. Rodriguez

WATER RESOURCES AGENCY
Board of Directors

SHERIFF-CORONER

WATER RESOURCES AGENCY
| Steve Bernal

Brent Buche

e

GTT

NATIVIDAD MEDICAL CENTER
Board of Trustees

PROBATION*
Todd Keating

NATIVIDAD MEDICAL CENTER
Dr. Gary Gray, CEO

PUBLIC DEFENDER
Susan E. Chapman

TREASURER-TAX COLLECTOR
Mary Zeeb

AGRICULTURAL COMMISSIONER
Henry S. Gonzales

CHILD SUPPORT SERVICES
Darryl McGowan

CLERK OF THE BOARD
Valerie Ralph

COOPERATIVE EXTENSION
Maria de la Fuente

ELECTIONS
Claudio E. Valenzuela

EMERGENCY COMMUNICATIONS
Lee Ann Magoski

HEALTH SERVICES-PUBLIC
ADMINISTRATOR

Elsa M. Jimenez

HOUSING AND COMMUNITY
DEVELOPMENT

Mike Novo (Interim)

HUMAN RESOURCES
Irma Ramirez-Bough

INFORMATION TECHNOLOGY
Eric A. Chatham

LIBRARY
Hillary Theyer

PUBLIC WORKS, FACILITIES, AND

Randy Ishii

SOCIAL SERVICES
Lori Medina

MILITARY & VETERANS AFFAIRS
Jason Cameron
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Executive Summary

County Administrative Officer’s Message

The County Administrative Office is pleased to present the Fiscal Year (FY) 2021-22 Recommended
Budget. The recommended spending plan for the County of Monterey allocates resources consistent
with your Board’s priorities and policies. The budget maintains service levels across the County and
expands key programs in response to the pandemic.

The Recommended Budget proposes a balanced $1.7 billion spending plan, an increase of $16.2 million
(1.0%) over the current year adopted budget and supports a workforce of 5,499.1 employees. The
Recommended Budget anticipates that overall, funds will improve fund balance by $2.1 million;
however, many funds, including the general fund, health and public safety realignment funds, and capital
project funds are anticipating fund balance use. Primary cost drivers affecting the budget include rising
pension contributions, health insurance premiums, higher costs for general liability programs, and
continued costs to respond to the pandemic.
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The COVID-19 pandemic has affected County operations and although all departments continue to
provide services, many do so in a different way. County offices scaled back in-person services and made
modifications for social distancing, many employees worked remotely, and some programs were limited
as staff were redirected to pandemic response. County staff worked toward continuing to provide critical
services to the community, while also expanding critical services responding to the impacts of the
pandemic including food and rental assistance, business assistance, and outreach and communication
related to the COVID-19 emergency. The pandemic also resulted in revenue loss as Stay-at-home orders
halted tourism and scaled back many other industries such as retail and construction. Fortunately, the
federal government signed into law the Coronavirus Aid, Relief, and Economic Security Act (CARES)
that provided the County $45.0 million in the current fiscal year to address pandemic related response.
As a result, the County anticipates ending the current year with a balanced budget due to this funding.

The County is also receiving aid under the American Rescue Plan Act (ARPA), with funds required to
be utilized by December 31, 2024. Next fiscal year, the Recommended Budget includes $24.0 million
of these funds to backfill revenue loss and continue programs that would otherwise be impacted and to
invest in key infrastructure, sewer, and water projects throughout the County.

Public Budget Hearings commence on June 2, 2021, where staff will present an overview of the spending
plan for next fiscal year, as well as a multi-year spending plan for the ARPA funds. Your Board will also
hear presentations from Department Heads and receive input from individuals and organizations within
the community. During the hearing, your Board may make additions, reductions or modifications to the
recommended spending plan.

I want to thank your Board for its leadership and responsible financial oversight, balancing critical needs
with available resources, which has made it possible to shore up reserves and prepare the County for
emergencies. [ also thank Department Heads for their leadership in during this challenging fiscal
environment and our employees who continue providing exceptional services to our community. The
following budget overview provides your Board and the public a summary of the County’s spending
plan for next fiscal year.

Dll, fiHie-

Charles McKee

County Administrative Officer
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Budget Overview

Current Financial Condition

The COVID-19 pandemic has significantly impacted the County’s operations. While some departments
scaled back in person services to the public, most departments continue to operate, albeit in a different
fashion. There has been increased demand for social services programs including food and rental
assistance, public assistance, and homeless programs as a direct result of the pandemic. The Health
Department has been instrumental in the pandemic response and diverted staff in other programs
including grant-reimbursement programs to meet the needs of pandemic related operations.

The County’s Transient Occupancy Tax (TOT) and sales tax were impacted as Stay-at-home orders were
implemented throughout the State, halting tourism and scaling-back many other industries such as retail
and construction. Fortunately, the federal government signed into law the Coronavirus Aid, Relief, and
Economic Security Act (CARES) that provided local governments financial aid. The County received
$45.0 million in CARES funds in the current fiscal year, which is allowing it to carry through normal
operations as well as expand programs related to the pandemic. As a result, the County anticipates
ending the current fiscal year with a balanced budget due to the federal aid it received.

The County also estimates receiving $84.3 million under the most recent stimulus legislation, the
American Rescue Plan Act (ARPA), with funds required to be utilized by December 31, 2024. Final
estimates will be available towards the end the current fiscal year. The Recommended Budget includes
$24.0 million of these funds to backfill revenue loss and in turn support departmental operations, and to
invest in key infrastructure, sewer, and water projects throughout the County. Had the County not
received these funds, it would be in real financial stress, given that discretionary revenue is growing an
estimated $8.9 million next fiscal year, while cost increases far exceed the revenue growth. Primary
cost drivers include rising pension contributions, health insurance premiums, higher costs for general
liability programs, and continued costs to respond to the pandemic.

Since the forecast was presented, staff has continued to refine projections for next fiscal year and work
with departments to find solutions for anticipated budgetary impacts. Per the Board’s budget workshop
direction, the Recommended Budget seeks to maintain filled positions at risk of elimination, and provide
funding for key Board priorities, incorporating ARPA funds where appropriate. Additionally,
investments in County infrastructure such as solid waste and water projects throughout the County were
included.

Recommended Budget - All Funds

The Recommended Budget for all departments and funds totals $1.7 billion next fiscal year. The
Recommended Budget includes 5,499.1 authorized fulltime equivalents, an increase of $91.5 million
over the current adopted budget. Significant changes since adoption of the FY 2020-21 budget include:

e Appropriations increase $16.2 million. Notable appropriation increases include $37.9 million in
the general fund to support rising cost pressures and expand programs and services and $16.2 million
in capital project funds to support new infrastructure, sewer, and water projects. The Resource
Planning internal service fund (fund 478) will begin receiving directly the cost plan credit for
building depreciation within its Building Improvement Replacement (BIR) sub-fund. This credit was
previously received in the general fund and then transferred to the BIR. Also, in FY 2021-22 a new
cost plan credit for equipment depreciation in the amount of $1.3 million is budgeted in fund 478.
As a result, the internal service fund reflects an overall $20.1 million lower appropriations compared
to the current year. Appropriations for Natividad Medical Center (NMC) decrease by $11.6 million
due to winding down on capital projects and equipment purchases and appropriations for Laguna
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Seca Recreation Area (LSRA) are 2019-20 2020-21 2021-22

113 All Funds Actual Adopted Recommended

$2.2 million lower than the. current Expenditures -
year adopted due to lower capital asset | saaries & Benefits $ 6794 $ 7502 $ 788.1
expenditures. Senices & Supplies 386.0 394.2 427.1
Other Charges 204.2 131.2 121.8
Revenue increases $71.8 million. | Fixed Assets 65.8 95.2 83.6
Revenue increases $74.9 million in | Op. Transfers Out / Other Financing 376.7 266.3 230.4
Contingencies 0.1 4.9 7.2

the general fund primarily due to the
receipt of ARPA funds, as well as
increased federal and State revenues |Revenues

Total Expenditures $ 1,712.3 § 1,641.9 § 1,658.1

related to social services and health | Texes $ 471 8 2444 § 255.6
FOSTAMS TES Ol’ldil’l to the andemic Licenses, Permits & Franchises 23.1 25.7 22.3
p g S p g | p : Fines, Forfeitures & Penalties 10.9 12.2 10.6
NMC’s revenue also increases by | state & Federal Aid 699.3 578.4 660.6
$14.0 million mainly due to an | Charges for Current Senices 382.0 409.7 424.3
operating transfer in for capital | OtherRevenues 4424 3181 286.8
. . . Total Revenues $ 1,804.8 $ 1,588.4 $ 1,660.2
projects and increase in government
funding. Road fund revenue also [Uss of Fund Balance s ©2.5) $ 535 § 21
improves $5.8 million due to
increased federal grants for road [FTEPositions 5,361.5 5,407.6 5,499.1

. . *Numb t add up due t ding.
projects. These increases are offset by o oy 1o acd up cue o founding

a decrease of $37.2 million in the Resource Planning internal service fund, which resulted from a
one-time transfer in for vehicle asset replacement funds and depreciation funds which were budgeted
as revenue from the general fund in the current year but are budgeted as a cost plan credit in FY
2021-22.

Rising labor costs. Next fiscal year, salary and benefit costs for the County’s workforce totals $788.1
million, a $37.9 million increase over the adopted budget. This increase does not account for future
wage increases pending labor negotiations. NMC and the general fund account for the largest
increases as these funds have the greatest number of employees. The cost drivers within the salary
and benefits category include pension contributions and health insurance premiums increasing a
combined $17.1 million over the current year adopted budget (all funds). Next fiscal year, the
County adds 91.5 positions, accounting for a majority of the $19.3 million increase in employee
compensation. Most of the added positions are at NMC, supported with program revenue.

Recommended use of fund balance. The general fund uses fund balance to support department
programs with restricted fund balance and to fund one-time expenses ($9.2 million). Other funds
utilizing fund balance include capital project funds ($20.6 million), Behavioral Health ($5.0 million)
for construction of a new clinic, and realignment funds ($4.3 million) to meet State-County
Realignment commitments for public safety, health, and social services programs. Other funds
expecting to improve their fund balance include NMC adding $24.8 million and the internal service
resource planning fund adding $18.3 million.

Infrastructure replacement. The Recommended Budget provides $50.2 million in appropriations
for capital projects such as re-roofing the jail and the public safety building occupied by the Sheriff,
building temporary parking at Church St and Gabilan St. near the Government Center, the Carmel
River and Carmel Lagoon floodplain projects, and solid waste and water projects throughout the
County’s park system and at LSRA.
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Recommended Budget - General Fund

The general fund supports 3,352 2019-20 2020-21 2021 -22
authorized positions in 22 departments General Fund Actual Adopted Recommended
which encompass most County services |-<Pendiures
. . Salaries & Benefits $ 399.8 $ 4502 $ 464.0

and  basic governmental functions | g o s suppies 155.8 145.8 186.1
including public safety and criminal | oyper charges 45 424 w4
justice, health, social services, land use, | Fixed Assets 5.1 5.5 5.7
recreation, environment, administration | Op. Transfers Out 34.8 67.2 36.3
and finance. Following is an overview of | Contingencies 01 4.9 7.2
the general fund budget: Total Expenditures $ 640.2 $ 716.0 $ 753.8
e General fund appropriations total (Rewenues

$753.8 million next fiscal year, an | Taxes $ 22118 22518 235.6

increase of $37.9 million over the Licenses, Permits & Franchises 22.4 22.8 21.8

current year adopted budget. Major Fines, Forfeltures.& Penalties 10.0 9.8 9.8

. . ; State & Federal Aid 194.3 211.0 272.9

cost C!I‘IVC.I'S include employe.e pension Charges for Current Senvices 64.4 72.0 76.5

contributions,  health  insurance | oier Revenues 129.0 129.0 128.2

premiums, and general liability costs. [Total Revenues $ 6471 $  669.8 §$ 744.7

In addition to these countywide cost

driverS, health and social Services Use of Fund Balance $ (8.9) $ 46.2 $ 9.2

PrOgraTs have appropriation FTE Positions 3,354.7 3,357.0 3,352.2
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increases to continue or implement
programs related to the pandemic
response and expanded rental assistance and homeless programs.

*Numbers may not add up due to rounding.

Revenue increases $74.9 million over the current year adopted budget. A significant factor in
revenue is the ARPA funds, of which the County is recognizing $24.0 million next fiscal year for
qualified uses. The remaining revenue increase is mostly attributed to program growth in social
services and health programs. Social services’ revenue increases $24.2 million due to increased
rental assistance, rapid rehousing, and public assistance programs, while Health Department
revenues increase $14.7 million to support expanded services in clinic services and public health.
Discretionary revenues are also projected to improve by $8.9 million from the current year adopted
budget, primarily due to continued improvement in property taxes and higher cannabis taxes.
Transient Occupancy tax is projected to improve by $1.3 million from the adopted budget, while
sales tax is projected to decrease by $800,000.

Fund balance use totals $9.2 million to support capital expenditures and support department
programs by using restricted fund balance. Major uses include $3.4 million of restricted fund
balance in the Health Department to cover a liability payment to the State related to the true-up of
payments received and services rendered in health clinics and for expenditures in environmental
health programs. Social Services also uses $583,209 in restricted fund balance to support veteran
services. Other fund balance utilization includes $2.8 million from the cannabis assignment for the
purchase of the Sheriff’s radios and for the loan to the Water Resources Agency for a well destruction
project. The IT department is funding its capital improvement projects with a release of $1.6 million
of assigned funds.

Utilizes $24.0 million in American Rescue Plan Act (ARPA) funds to backfill revenue loss due
to the pandemic, to continue COVID response effort, and to invest in infrastructure. The ARPA
legislation has a provision to back fill revenue reductions affected by the pandemic. The County is
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utilizing the back fill of qualified revenue loss primarily of TOT and sales tax to augment $11.0
million to departments that were at risk of losing employees and ending critical programs. An
additional $13.0 million was identified primarily for solid waste and water system projects
throughout the County’s park system, the jail, and Laguna Seca.

o Continues the plan to save for the future replacement of ERP system. The Recommended Budget
includes charges of $4.0 million of which $2.5 million is to general fund departments to save for the
future ERP system upgrade.

¢ Includes funding for maintenance and operations of the new jail addition. The County undertook
a project to add 576 beds to the jail, which is pending final signoffs for occupancy. The
Recommended Budget assumes the jail addition is fully operational and includes an additional $170k
over the current adopted budget to address increased utilities cost, equipment, and building
maintenance.
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o Eliminates parks fees. The Recommended Budget backfills $275,000 estimated in parks day use
fees to allow residents free access to County day use parks.

e Provides funding to the road fund to support road maintenance. $5.5 million is contributed to
the Road Fund to meet the voter approved Measure X maintenance of effort requirement.

e Includes funding for external agencies that support public safety and promote tourism, arts,
and economic development. The Recommended Budget for next fiscal year includes contributions
to Development Set Aside (DSA) Agencies, fire agencies, and 911 user agencies per current policy
and formula, however, utilizes FY 2018-19 as a base year. In the current year, contributions to
outside agencies were modified to be capped at a certain level. Contributions to the DSA’s and the
Monterey County Business Council total $2.7 million next fiscal year, an increase of $1.4 million
over the current year. Discretionary contributions of Proposition 172 funds (Public Safety Sales Tax)
to the fire agencies and 9-1-1 dispatch center user agencies total $3.3 million and $1.8 million
respectively, an increase of $151,328 and $82,874 from the current year adopted, respectively.

Fiscal Pressures Shaping the General Fund Budget

Revenue growth has been consumed by rising cost pressures centered in growing employee
compensation and benefits cost, general liability and worker’s compensation programs, and

contributions to outside agencies.
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added costs of $3.5 million, independent of position growth.

The impact of wages and benefits continues to magnify over the years, as prior year wage increases,
rising pension costs, and health insurance premium increases accumulate. Additionally, over time the
County has added staff to its workforce which also contributes to the growth in salaries and benefits.
Employee salaries and benefits are the County’s largest cost, representing 61.5% of the general fund
budget. The cost has grown from $319.4 million in FY 2013-14 to $464.0 million in FY 2021-22, an
increase of $144.6 million over the last eight fiscal years. Over the same period, authorized positions in
the general fund grew by 151.7. The FY 2021-22 recommended salaries and benefits increase $13.8
million over the adopted budget.

Pension contributions continue to increase. Pension contributions are a primary cost driver for most
local government agencies in California. Contributions to the CalPERS pension fund have increased
significantly since FY 2017-18 due to changes in CalPERS’ actuarial methodology and funding policies.
Significant changes include lowering the discount rate to reflect CalPERS’ expected return on
investments, updating demographic assumptions that show retirees live longer and require higher
lifetime payout of benefits, and accelerating payment of unfunded liabilities by changing amortization
policies. Part of the pension contributions go toward paying down unfunded liabilities; since FY 2017-
18, this portion of the payment is fixed and not based on payroll, protecting the pension fund in situations
where employers have declining payroll.
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The projections in the chart are based on CalPERS actuarial valuations, which are built on actual payroll
data obtained by CalPERS, therefore, based on existing staffing levels. These estimates are based on
current pension plans and assumptions and assume no gains or losses to the current portfolio. Changes
in any of the preceding matters will impact required contributions. The chart above reflects the projected
fixed contributions (general fund) going toward unfunded liabilities, which are about 57% of the total
contributions. The Recommended Budget includes funding for required employer contributions for
normal cost and unfunded liability. An estimated $39.8 million in the General Fund and $58.7 million
including all funds goes toward paying down the County’s unfunded pension liability.

Pension cost does not only impact the County but employees also. Over the years, because of ongoing
fiscal pressures and pension reform, employees also contribute to the CalPERS pension fund. Next year,
based on actuarial information, employees contribute an estimated $21.1 million in general fund and
$31.9 million for all funds into the miscellaneous and safety pension plans. Considering employer and
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employee contributions, an estimated $89.2 million from the general fund ($134.3 million all funds),
will go toward employee pensions next year.

Unfunded pension liabilities. Despite
changes in methodology used by
CalPERS to align contributions with
realistic market returns and accelerate
unfunded liability payments, the County

continues to have a large unfunded

pension liability totaling $762.5 million o .
for both its Miscellaneous and Safety |

plans. The Board has given direction to : ey
staff to implement a plan for to address 135
pension  costs. A recommendation ;
included as part of the Recommended '

Budget is that the County places funds ' :
into a Section 115 trust fund to prefund ; : e ;

employer contributions and begin to

address this significant cost driver in the

future. The California Employers’ Pension Prefunding Trust (CEPPT) is an investment vehicle allowing
the opportunity to generate investment income with the market, but also has a risk of contraction of
funds. If authorized by the Board, the County will implement a funding policy to utilize the trust to fund
contributions and / or supplemental payments to unfunded liabilities. The benefit of this strategy is to
reduce future employer cash flow requirements for pension cost, which can be beneficial during hard
economic times, and can avert reductions of critical programs. This investment reduces the reliance on
discretionary and program revenues to meet this obligation and prepares the County to address unfunded
liabilities in the future.
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A recommendation to release $8.0 million from the Compensated Absences Assignment to start the trust
fund is included with the Recommended Budget. Over the last four fiscal years, departments have been
overcharged for pension contributions and excess funds remain in a liability account. The County plans
to place those excess funds into the trust fund and will continue to work with the Auditor Controller’s
Office to determine that amount.

Health insurance premiums continue to ... General Fund Emplayee Health Insurance Expenditures
rise. Healthcare costs have grown $16.4 700
million in the general fund since FY 2013-
14. Next fiscal year, cost increases an
additional $12.1 million. The increase in ggqp
premiums has been absorbed by the
County, making it a significant cost %00
pressure every year.

330.0
The County saw a 21% rise in premiums

in January 2016, which can be seen in the %200
trend chart, reflecting increases in FY
2015-16 and FY 2016-17. Premiums *'°"
increased 8.9% in January 2021. The
Human Resources Department anticipates TIFE ML T M MY R R
6% growth beginning January 2022 based

on historical experience. The Recommended Budget includes $66.9 million, an increase of $12.1 million,
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assuming all positions are filled. Furthermore, it is possible that the COVID-19 pandemic will increase
costs in the future, however, impacts remain unknown at this time.

Higher i.ns1.ll.'ance program . COsts.  wilion General Fund Insurance Program Costs
General liability program costs have ***

increased each year and were set to Warkers

increase by $5.7 million in the current s:s ﬁ”“'""":;'m
fiscal year mainly due to an increase in b
“non-recoverable"  general liability
charges based on actuarially determined
amounts for legal settlements. However,
due to risk of losing critical programs, the %=
County suspended estimated non-
recoverable general liability program
contributions in FY 2020-21 to fund $9.0
million to avert layoffs and continue
programs. This budget solution came with S N e ST S
the risk of underfunding the internal : L i e P M mmmimatas
programs and was considered a one-time

solution. Next fiscal year, the practice of charging for these programs resumes, and totals $13.6 million,
with the $7.6 million increase representing non-recoverable liability payments. Charges for workers’
compensation decrease slightly in the general fund and are also based on actuarially determined amounts
for legal settlements. Both workers’ compensation and the general liability insurance programs are based
on a 70% confidence level.
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being pumped into local governments to
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Additionally, health and social services
programs experience revenue increase of P
$37.6 million combined as they receive s
additional federal and state aid to expand . R N S e aas

services in response to the pandemic. The
general fund revenue is composed of about two-thirds of program revenue generated by departments for
their specific programs, and about one-third (excluding federal aid) discretionary revenue.
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Discretionary revenue increases $32.9 A AR, A Changsyion
e . e . Revenue Actual Adopted Recommended Rec. to Adopt.

million, of which $24.0 million is the Property Tax 173,819,705 177,860,663 185,424,950 7,564,287

ARPA funds. Excluding federal aid, the [transient Occupancy Tax 21,773,820 16,390,728 17,700,009 1,300,281

remaining revenue grOWth Of $8 9 mllllon Cannabis Tax 16,941,614 15,369,466 18,065,492 2,696,026

t . f 3 70/ th Vehicle License Fees 294,336 178,524 222,154 43,630

represen S an lncreajse 0 : 0. over € Sales & Use Tax 11,423,123 12,062,884 11,264,238 (798,646)

adopted budget and is driven by improved |Franchise Fees 6,319,652 5,195,888 5,195,888 -

property taxes given the Strong real estate |Tobacco Settlement 4,082,238 4,110,021 4,082,238 (27,783)

market and hl her cannabis taxes TOT iS Other 15,087,310 12,177,751 34,304,463‘ 22,126,712

.. g . : . 249,741,808 243,345,925 276,259,432 32,913,507

also anticipated to improve as travel is >

less restrictive and the State moves toward reopening industries, although it should be noted that even g

with the improvement, TOT is still estimated to be below pre-pandemic levels. Sales tax is projected to E

be below the current year adopted budget, as the projection for current year budget was built before the @
>

COVID-19 emergency. =
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Cannabis Revenue and Assignment 1

Previously —cannabis revenues were = Cannabig Tax Revenus

utilized for the cannabis regulation s:ee
program only with excesses reserved in
assignment for Board directed purposes.
Beginning FY 2020-21, the Board

approved all ongoing cannabis revenue as *"#*
discretionary revenue providing sze
departments funds to continue programs .,

that were at risk due to insufficient G
funding. The Recommended Budget

continues this practice and includes $18.1  **

million to address critical needs ($15.4 =«

million in baseline funding and $2.7 4.
million to fund budget augmentations). .

Based on collections, the cannabis el i i Frece pre ML
program estimates revenue will come in at

$19.4 million, an increase of $4 million over the current year adopted budget and $1.3 million over the
FY 2021-22 recommended amount.

o
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The chart illustrates the history of cannabis revenue in the County since its inception in FY 2016-17. As
previously mentioned, prior to the current year, the excess cannabis revenue not utilized for the cannabis
program was placed into an assignment. The assignment has been used to fund Board directed programs.
The balance of the cannabis assignment is $26.9 million as of June 30, 2020; however, the funds are
fully commited in the FY 2020-21 adopted budget and beyond including $3.1 million that the Board
utilized to restore programs during the FY 2020-21 Budget Hearings, $20.3 million approved in current
year modifications with significant utilization for pandemic response, and $3.5 million to be utilized
next fiscal year and beyond including the second installment for the Sheriff Office radios purchase and
a three year loan to the Water Resources Agency to implement a well destruction project under
Proposition 1 Implementation Grant. With these actions, the assignment has been depleted. Programs
that were approved in response to the pandemic include: $3.0 million for the community outreach pilot
program; $2.3 million to Social Services to carry out food assistance program and redirected staff to
pandemic response; $1.1 million to the Sheriff for overtime and increased coroner’s costs; $1.8 million
to the RMA to backfil revenue loss; $900,000 for the small business grant program; and other costs such
as alternate housing sites, personal protective equipment, workplace preparedness, and communication
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and outreach. If the Board approves the ARPA plan as recommended by staff, these programs would
instead be funded by ARPA and the cannabis assignment would not be utilized.

Pandemic related Federal Aid

The County has faced significant revenue reductions in FY 2019-20 and FY 2020-21 because of the
pandemic, mainly from TOT revenue, Sales Tax, and Public Safety Sales Tax, and other program
revenue that would have impacted critical county programs. Fortunately, the County was a recipient of
the Coronavirus Aid, Relief, and Economic Security Act (CARES) funding that allowed the County to
use $45.0 million to fund critical pandemic response costs that included but were not limited to redirected
staff to pandemic response, investing in workplace technology and equipment to allow employees to
work remotely, and aid to residents in the form of food, rental assistance, and grants to businesses, among
other costs. The County is projecting to end the current fiscal year with a balanced budget due to the
CARES funding it received. The Recommended Budget cautiously estimates improvements in revenue
on the assumption of increased travel and consumer spending as emergency orders become less
restrictive. However, there is an element of uncertainty in the future as new strains of the virus emerge
and as we move forward with vaccination.

ARPA Funds

The County estimates receiving $84.3 million under the most recent stimulus legislation, the American
Rescue Plan Act (ARPA). It is estimated the final amount will be known by the end of the current fiscal
year. Under this legislation, the County must use the funds for specific purposes including response to
the COVID-19 pandemic, premium pay to eligible workers providing essential work, to back fill revenue
reductions due to COVID-19, and to make necessary investments in water, sewer, or broadband
infrastructure. The County must utilize these funds by December 31, 2024. The Recommended Budget
includes $24.0 million of these funds. Staff have prepared a plan for utilizing the funds by category and
by year. If the Board approves the plan, the County will utilize $23.8 million in the current year for
qualified pandemic response costs previously authorized by the Board to be funded from the Strategic
Reserve, Cannabis Assignment, and the Contingencies appropriation. Therefore, this plan allows
reserves to remain unaffected and instead uses ARPA funding for qualified expenditures. Next fiscal
year, the plan allocates $34.2 million of funding, of which $24.0 million is included in the Recommended
Budget, with remaining funds used for other qualified uses that may come up during the year. By FY
2022-23 the plan calls for using $17.3 million and FY 2023-24 using $9.0 million, with anticipated
funding being used mostly to offset revenue loss, invest in water and sewer projects, provide business
assistance and employment programs, and to continue the pandemic response. See Attachment A for
further details.

Baseline Budgets and Requested Augmentations

In February, staff forecasted a budget deficit of $40.7 million due to inflationary cost pressures,
anticipated revenue shortfalls, and other fiscal issues. In March, departments submitted initial “baseline
budgets” which communicate what level of operations can be afforded with preliminary General Fund
Contributions (GFC). General fund departments start out with a base level GFC which was adjusted for
increased workers compensation and general liability payments that are reinstated next fiscal year.
Additionally, GFC was adjusted for the swings in cost-plan charges so that it remained budget neutral.
Finally, these adjustments were offset by a pro-rated reduction as there was insufficient estimated
discretionary revenue to cover all adjustments.
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Departments initially identified funding gaps for 23.15 filled positions and 50.0 vacant positions next
fiscal year. In some cases, departments also reduced non-personnel operating budgets to balance to
current funding levels. The following table reflects position related impacts by department:
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The Sheriff’s Office was the most impacted due to cost drivers experienced countywide, particularly the
reinstatement of non-recoverable general liability is a significant cost pressure for the department, in
addition to the department’s reliance on GFC. Other departments with significant gaps included Public
Works, Facilities, and Parks, Child Support Services, Emergency Communications, Housing &
Community Development, as well as other departments to a lesser extent.

During the April 6, 2021 budget workshop with the Board of Supervisors, the County Administrative
Office provided an update on the fiscal outlook for the next fiscal year and the current budget
development. Information was provided on requested augmentations and potential funding sources. The
workshop gave the Board an opportunity to provide feedback on prioritization of funding augmentations
and general direction for next year’s budget.

Departments requested augmentations to continue existing staffing levels and operations. In some cases,
departments did not request to restore positions. For example, Child Support Services eliminated 9.0
vacant positions it had strategically frozen to align operations with existing levels of revenue. There are
no layoffs in the Recommended Budget. Departments also submitted augmentation requests to expand
programs or to complete capital improvements. Augmentation requests totaled $43.7 million for all
funds. Position related augmentations included:

Requested Recommended
Filled Positions 23.15 2,013,961 23.15] 2,013,961
Vacant Positions 50 6,022,175 32| 3,298,357
New Positions 55.5 4,460,256 31] 2,166,733
Total Positions 128.65| 12,496,392 86.15| 7,479,051

e $2.0 million to keep 23.15 filled positions, primarily in Public Works, Facilities & Parks and Child
Support Services.

e $6.0 million to keep 50.0 vacant positions primarily in the Sheriff’s Office, Emergency
Communications, Housing & Community Development, and Public Works, Facilities & Parks.
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e $4.5 million to add 55.5 new positions including 19.0 with their own revenue sources (primarily in
the Health Department and Social Services). New positions were requested for health and social
services programs, park operations, planning and building programs, emergency planning and
communications, and human resources.

Other augmentation requests included the following:

Requested |Recommended
Status Quo Other 7,662,372 2,425,393
Capital Improvements 16,960,986 15,336,256
Contribution to Other Funds 758,142 363,351
New Mandated Programs with General Funds 1,421,338 774,338
New Programs with General Funds 4,556,053 3,196,108
Total 31,358,891 22,095,446

e $7.7 million to maintain non-personnel “status-quo” operations, such as contracted services, jail
operations overtime and COVID related expenses, homeless shelter, housing trust fund, and other
services and supplies.

e $17.0 million for capital improvements, such as solid waste and water systems throughout the parks
system and Laguna Seca Recreation Area, jail sewer and water projects, radio purchases and
upgrades to communications network systems supporting Public Safety and First Responders, and
other information technology projects.

e $7.0 million for new or expanded services and contributions to other funds and agencies such as
unscheduled maintenance projects, contributions to county sanitation districts, lake operations, flood
plain management, communications and outreach to community regarding COVID-19, supervisorial
redistricting, mobile spay and neuter clinics, and contributions to community based organizations in
support of early childhood development, among others.

Recommended Augmentations

At the April 6 budget workshop, the Board gave direction to maintain filled positions and supported new
or expanded programs. All discretionary revenue has been allocated to departments in baseline budget,
thus discretionary revenue was not available for augmentations. However, staff identified funding
sources including cannabis revenue growth beyond what was included in the baseline budget, ARPA
funding, and other one-time funds such as assignments or other restricted fund balance. ARPA funds
have restrictions and are considered one-time funds that will be available to spend until December 31,
2024. The funding sources for recommended augmentations include:

e Cannabis Revenue Growth. The baseline budget included a cannabis revenue estimate of $15.4
million, mirroring the adopted budget. Due to historical and year-to-date collections, the Cannabis
Program has updated the revenue estimate to $19.4 million. The difference of $2.7 million is
included in the Recommended Budget and funds augmentations and $1.3 million is currently
unallocated.

e The Recommended Budget utilizes $24.0 million in ARPA funds to augment departmental
budgets and fund solid waste and water system projects. As part of the plan to utilize ARPA
funds, staff identified augmentations that qualified for ARPA funding and is recommending $24.0
million to be utilized. ARPA legislation restricts what the funds can be used for. One of the
categories is revenue loss. The County experienced revenue loss such as TOT and sales tax that was
triggered by the pandemic. The County is then utilizing the back fill of qualified revenue loss to
augment $11.0 million to departments that were at risk of losing employees and ending critical
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programs. An additional $13.0 million was identified primarily for solid waste and water system
projects throughout the County’s park system, the jail, and Laguna Seca.

Utilization of one-time assignment funds. Next fiscal year, the budget includes use of $1.6 million
from the IT assignment to fund building improvements and network upgrades, as well as $1.25
million from the Cannabis Assignment that was committed (as approved by the Board last fiscal
year) to the Sherift’s Office to pay for the second installment of the Motorola public safety radios.

In reviewing requests for augmentation, staff prioritized recommendations based on feedback received
at the budget workshop. Staff prioritized augmentation requests that could qualify under ARPA funds,

leverage sustainable revenue from other agencies, and meet critical infrastructure needs. In total, staff

recommend $29.6 million in augmentations in the General Fund as summarized in the following table
and discussed below.

CAO Recommended - General Fund

Department o AR T Restore Restore
Filled Vacancies Positions
Agricultural Commissioner 222,353 - - = -
Auditor-Controller 352,197 - 1.0 1.0 2.0
Child Support Senices 358,828 9.0 - - 9.0
Civil Rights Office 69,000 - - -
Cooperative Extension 12,600 0.15 - - 0.2
County Administrative Office 14,077,048 - 3.0 3.0
County Counsel 107,494 = = = =
District Attorney 485,187 - - 1.0 1.0
Emergency Communications 257,224 - 7.0 - 7.0
Health 921,209 - - 8.0 8.0
Housing and Community Development 1,770,661 - 6.0 2.0 8.0
Human Resources 630,440 - 2.0 2.0 4.0
Information Technology 1,627,635 - = = -
Probation 371,012 - - -
Public Defender 504,002 2.0 - - 2.0
Public Works, Facilities, Parks 3,450,727 12.0 3.0 9.0 24.0
Sheriff-Coroner 3,891,527 - 13.0 - 13.0
Social Senices 386,394 - 5.0 5.0
Treasurer Tax Collector 78,959 - - - -
29,574,497

Recommended augmentations provide funding for all 23.15 filled positions at a cost of $2.0 million, 32
vacant positions at a cost of $3.3 million, and 31 new positions, of which 14 are fully funded by
departmental program revenue and the remaining $2.2 million is general fund contribution. In addition
to position related augmentations, other augmentations for capital improvements, new programs, and
other operational costs are recommended at a total of $22.1 million, bringing the total recommended
augmentations to $29.6 million. Recommended augmentations include:

Executive Summary

$14.1 million to the County Administrative Office including $11.3 million for transfers out to capital
project funds for solid waste and water projects throughout the County’s park system and Laguna
Seca. Other augmentations include: the addition of three new positions including an emergency
services planner, a media analyst to improve critical communications during the pandemic, and a
management analyst in finance; operational expenditures for the Sustainability Program; funding for
a contract to assist with communications and messaging during the pandemic; live wall monitors for
the Emergency Operations Center; County redistricting plan; cannabis joint powers authority;
cannabis contingency fund; housing and economic development consultant; Carmel Lagoon sandbar
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management; and contributions to the San Jerardo and Boronda county sanitation districts to support
operations.

e  $3.9 million to the Sheriff’s Office to restore 13 vacant support positions primarily for the jail ($1.4
million); fund the second installment of Motorola radio purchase ($1.25 million); and fund the jail
backup sewer water project ($1.2 million).

e $3.5 million to Public Works, Facilities & Parks to restore 12 filled positions at risk in planning,
parks, and administrative areas as well as restore three vacant positions including a litter guard and
two groundskeeper positions. Recommended augmentations also include nine new positions,
including five parks services aides for Lake San Antonio, a new maintenance worker to support the
jail housing addition, a RMA Services Manager to better align management responsibilities within
the Architectural Services Unit, and two positions in the Road Fund including a civil engineer and
engineering technician. Additionally, the department received augmentations to fill additional
vacancies by eliminating the vacancy factor previously budgeted, funding to address unscheduled
maintenance throughout the County, fire fuel abatement and tree work projects, and the parking
citation program.

e $1.8 million to the Housing and Community Development Department to restore six vacant positions
including a building inspector, a code compliance inspector, an engineering aide, a permit technician,
a civil engineer, and a planner. Additionally, two new planners were added to improve workload.
Recommended augmentations also include funding to the Housing Trust fund, funding for the
administrator of the HUD housing program, on-call planning consultants, and fire fuel mitigation.

e $1.6 million from the IT assignment to fund information technology projects such as updates to the
microwave network supporting Public Safety and First Responders communications and building
improvements to make the IT building more efficient.

e $921,209 to Health for the Face Covering Ordinance enforcement, funding for Bright Beginnings in
support of the School Readiness Assessment and pandemic response coordination for children and
families, continued cannabis compliance efforts, and mobile spay / neuter clinics. The department
also received augmentations to add a new chronic disease prevention coordinator funded with general
funds and adds seven new positions funded with program revenue including one in administration,
five positions in clinics, and one in public health.

o $630,440 to restore two vacant personnel analysts and add two new personnel analysts in the Human
Resources Department.

o $504,002 to restore two filled trial court attorneys in the Public Defender.

e $485,187 to the District Attorney to add one new conviction integrity attorney to review claims of
innocence after a criminal conviction, and to restore funding for trial expenses, temporary attorneys,
and other operational costs.

o $386,394 to Social Services for operational costs of the Seaside homeless shelter and for the match
to the Whole Person Care program providing homeless support services. The department also added
three new social workers funded with realignment revenue in Aging and Adult Services and a finance
manager and management analyst were also added, offset by the elimination of two vacant
employment training workers.

e $371,012 to Probation for increased costs related to housing and medical care of juvenile wards.
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o $358,828 to restore nine filled positions in Child Support Services that has been impacted by rising
costs and stagnant allocations from the State. The augmentation will allow the department to
leverage additional federal and State aid to support the restored positions.

o $352,197 to the Auditor-Controller to restore a vacant payroll accountant and add a new auditor
controller analyst position to support the cannabis program (funded with cannabis revenue).
Augmentations also provided funding for a lease software.

o $257,224 to the Emergency Communications Department, representing the County’s share of cost
to restore seven vacant dispatcher positions. The Department leverages county contributions and
bills user agencies approximately 70% of their operational costs.

e $490,406 to five departments to restore ag related programs in the Agricultural Commissioner,
trainings and operational expenses in Civil Rights, restoring a partial position (0.15) in Cooperative
Extension, providing funds to County Counsel to allow for promotions of attorneys to higher
classifications, and funding to the Treasurer-Tax Collector to offset increasing costs for cannabis tax
collection and upgrade security cameras.
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Remaining Unfunded Needs

The Recommended Budget seeks to continue filled positions, expand critical programs and services
where feasible, and invest in key capital projects. However, resources are limited and $13.9 million in
requested augmentations are not addressed in the Recommended Budget. These remaining unfunded
requests are described below:

Status Quo Vacant Positions. The Recommended Budget does not include $2.7 million in requested
funding to fund 18 vacant positions. One vacant position (accounting technician) is within the Public
Works, Facilities and Parks, while the remaining 17 vacant positions are in the Sheriff’s Office. The 17
vacant safety positions represent unfunded positions in the current year adopted budget consisting of 14
deputies and three sergeants.

New position requests. Departments submitted augmentations for 55.5 new positions, of which 24.5
were not recommended ($2.3 million cost). Public Works, Facilities, and Parks requested 12 new
positions that are not recommended including: six positions related to increased maintenance work
resulting from the former Ford Ord properties that were transferred to the County; five administrative
positions including a finance manager, a personnel analyst, a principal office assistant, a management
analyst, and an administrative operations manager; and a groundskeeper position. The Sheriff requested
six new positions that are not recommended including two office assistants, two management analysts,
and two digital forensic investigators. Additional new position requests that were not recommended
include a multimedia specialist and personnel technician in Human Resources; two accounting
technicians and a public guardian position in Health; a departmental information systems position in the
District Attorney; and a new management analyst for the sustainability program within the County
Administrative Office.

Small Business Grant Program. This program was approved by the Board in the current fiscal year
with funding from CARES Act and Cannabis and is not recommended to continue next fiscal year
($800,000).

Unfunded Capital Projects. The Recommended Budget does not include funding for $1.6 million in
capital projects including the Laguna Seca sewer project and equipment to replace fingerprint (livescan)
system and related maintenance in the Sheriff’s Office.
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Sheriff COVID related requests. The Sheriff submitted several COVID related augmentations that are
not recommended totaling $4.4 million for overtime in the jail and patrol, increased food service cost,
cleaning and sanitation, COVID testing in the jail, and increased coroner’s costs.

Other unfunded needs. An estimated $1.8 million in requests are not included in the Recommended
Budget for items related to operational expenses and expanded programs. The Sheriff has unfunded
temporary help ($150,000) and operations and maintenance costs for the public safety radios ($359,200).
Probation and Housing and Community Development have unfunded leave buyback requests ($126,379)
and on-call building plan services ($200,000). Public Works, Facilities and Parks requested $647,000
for a floodplain management program, COVID related maintenance and disinfection costs related to
workplace facilities, and food composting processing to meet a new mandate, which were not included.
Requests totaling $209,945 for park maintenance of San Lorenzo Park and operating costs for San
Antonio Lake are also not included. Additionally, the request for $394,791 to the Pajaro Sanitation
District to support personnel and utilities is not included.

Other remaining unfunded needs are described in detail in the departmental budget narratives of the
Recommended Budget book.

Next Steps

The Recommended Budget will be presented at the Budget Hearings commencing on June 2™, where
staff will present an overview of the spending plan and the Board will hear presentations from
Department Heads and receive input from individuals and organizations within the community. During
the hearing, the Board may make additions, reductions or modifications to the recommended spending
plan. Financing sources for potential modifications are discussed below.

e Cannabis Revenue. The recommended budget includes $2.7 million in cannabis revenue growth to
fund augmentations, but there are additional funds estimated at $1.3 million.

e ARPA Funds. Staff is presenting a plan to utilize ARPA funds for eligible expenditures under
various categories within ARPA. The Board may direct staff to modify the spending under ARPA.

o Contingencies appropriation. In accordance with Board policy, the budget includes 1% of
estimated general fund revenues ($7.2 million for FY 2021-22) set aside for operational
contingencies that arise next year. Contingencies is considered one-time funding; therefore, to the
extent these funds are utilized to fund ongoing operations, funding gaps will be magnified in the
subsequent budget cycle.

e Redirection of resources. The Board can direct staff to delete or modify County programs or
contributions to other agencies that are funded in the Recommended Budget and redirect those
resources to fund other requests.
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Other Funds

This section summarizes the Recommended Budget and anticipated fund balance for other major funds.

Natividad Medical Center

The Recommended Budget for the - _ Adopted " CumrentiYear
. d d, . f d 1 Natividad Medical Center Actuals Budget Estimate Recommend
Natividad’s enterprise fund totals 2019-20 2020-21 2020-21 2021-22
$339.9 million in expenditures, [A Beginning FundBalance |$ 120,981,858 |$ 124,712,302 [ $124,712,392 [ $ 149,445,411
e B. Revenue 360,135,419 | 350,655,299 | 369,485,656 | 364,677,253
ﬁnanced’by $364.7 million in TeVeNUE  |50cs of Fund Balance - . > ~ >
and an increase of $24.8 million in [D.Total Financing, AfBYC | 481,117,277 | 475,367,691 | 494,198,048 | 514,122,664 g
estimated increase fund balance. |E-Expendiures 355,288,059 | 351,495,795 | 344,752,637 | 339,889,694 S
N ° |F. Assignments to Fund (I:)
Overall appropriations decrease $11.6 |Balance °
a1 : Total Financi >
million due to lower capital asset E+F°a inancing Uses, 355288,050 | 351,495795 | 344,752,637 | 339,889,604 =
expenditures and lower debt service. i . S
P H. Ending Fund Balance, D- | ¢ 15 820218 | § 123,871,896 | $149,445,411 | § 174,232,970 L%’

Personnel costs and medical operating
costs are the largest cost drivers. Personnel costs are budgeted at $231.0 million, an increase of $26.0
million from the FY 2020-21 Adopted Budget. The increase includes an additional 110.3 FTEs with
growth primarily in nursing and volume-driven departments such as Medical/Surgical and Emergency.
Employee step advances, higher employee benefit costs, and pay raises also contribute to the increase in
personnel costs. Service and supplies are budgeted at $77.6 million, a decrease of $17.5 million over the
FY 2020-21 Adopted Budget, largely due to anticipated decrease in temporary help and professional
services usage as NMC added positions to reduce reliance of external staffing.

The $14.0 million increase in revenue is largely attributed to an increase in capital operating transfers
and government funding. Revenues from patient and other services are budgeted at $272.4 million, a
decrease of $2.4 million from the current year adopted budget due to a change in payor mix resulting in
a less favorable collection rate. The 1115 Waiver ending in December 31, 2020 has been extended to the
end of calendar year 2021 and DSH cuts are delayed. Additionally, DHCS released a proposal for a five-
year extension of the GPP program under a larger AIM 1115 Waiver to the end of calendar year 2026.
Based on these assumptions, Natividad expects to see an increase in fund balance of $24.8 million, for
an ending fund balance of $174.2 million.

The funding levels and regulations for Medicaid funding continues to be evaluated by the Centers for
Medicaid and Medicare. Natividad will be monitoring the CAiAIM initiative (California Advancing and
Innovating Medi-Cal) that may impact utilization of inpatient/outpatient hospital services and
reimbursement. CallAIM may become the proposed model for a new five-year Medicaid waiver through
the federal Centers for Medicare and Medicaid Services (CMS) with different reporting requirements
and new payment methodology.

NMC has a capital project sub-fund to provide funding for Board approved capital projects exceeding
$100,000 in cost. NMC transfers funding as needed from the enterprise fund to the capital project fund
and draws from the fund to pay for the projects.

Road Fund

The Recommended Budget for the Road Fund includes $66.3 million in expenditures: $31.9 million in
road fund projects, $11.0 million in non-road projects, $18.6 million in road and bridge maintenance,
and $4.8 million for general engineering, administration, and support to other funds. These expenditures
are supported by an estimated $68.4 million in revenues, resulting in an estimated $2.0 million increase
to fund balance.
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The Road Fund has multiple funding Adopted | Current Year
sources, which include: Highway User Road Fund Actuals Budget Estimate |Recommended
Tax  Account (HUTA); Road 2019-20 2020-21 2020-21 2021-22
Maintenance and Rehabilitation A. Beginning Fund Balance | $17,552,103 | $24,679,273 | $24,679,273 | $ 16,580,458
. B. Revenue 40,997,391 | 62,529,400 | 47,160,122 | _ 68,366,286
Account (RMRA)/Senate Bill 1 (SB  [c ot Financing, A+B 58,549,494 | 87,208,673 | 71,839,395 | _ 84,946,744
1); local sales tax Measure X; and [D.Expenditures 33,870,221 | 69,975,741 | 55,258,937 | _ 66,335,907
funding through grants and programs |5 Ending Fund Batance, C- | 24,679,273 | $17,232.932 | $16,560,458 | $ 18,610,837

like the Federal Highway
Administration (FHWA) and State/Regional Transportation Improvement Program (STIP). HUTA, SB
1, and Measure X are allocated based on various factors, but generally remain consistent; however, grant
funding varies depending on project activity.

The Road Fund also receives a contribution from Transient Occupancy Tax (TOT), which is used to
meet HUTA, SB 1 and Measure X Maintenance of Effort (MOE) requirements, which stipulate the
County provide General Fund resources for street and highway purposes, so that these state/local funds
are used to supplement, not supplant transportation expenditures. The MOE calculation for Measure X
was modified in FY 2019-20 to be the greater of the SB 1 and HUTA MOE calculation, which is the
average annual expenditures from FY 2009-10, FY 2010-11 and FY 2011-12 ($2.3 million), or the
amount expended in FY 2016-17 when Measure X passed ($4.9 million). The $4.9 million is greater and
thus is the baseline for MOE, which is then indexed annually to the Engineering News Record
construction index. The Recommended Budget includes a contribution of $5.5 million in TOT.

Road maintenance expenditures include the annual Pavement Management Seal Coat for $2.0 million
and $16.6 million in road and bridge maintenance in District’s 1-4 (San Miguel, Monterey, Greenfield,
and San Ardo). The Road Fund also includes $1.1 million in planned storm repair projects funded by
disaster assistance grants for emergency repair and replacement of storm damaged infrastructure
including Emergency Repair funding from the Federal Highway Administration (FHWA), Federal
Emergency Management Agency (FEMA) funding, and State Office of Emergency Services (CalOES)
funding.

Notable infrastructure projects include: construction of Countywide Roadway Safety Signage ($1.4
million); design of Old Stage Road Rehab from Alisal Road to Iverson Road ($1.5 million); construction
of Nacimiento Lake Drive Bridge ($3.8 million); complete design and initiate construction of Davis
Road Bridge and Road Widening ($14.0 million); construction of Bradley Road Bridge Scour Repair
($3.0 million); construction of Hartnell Road Bridge Replacement ($2.4 million); and design of Palo
Colorado MP 4.0 to 7.8 Emergency ($1.2 million). Non-road projects include: construction of Las
Lomas Bicycle and Pedestrian Lane ($1.4 million); design and construction of Monterey Bay Sanctuary
Scenic Trail ($2.2 million); construction of Las Lomas Drainage ($1.6 million); construction of
Community Street Repairs in various locations ($1.5 million); construction of the Community Road
Maintenance Program ($1.4 million); and construction of River Road Emergency Storm Damage Repair
($1.2 million).

Overall, the estimated beginning fund balance of $16.6 million, is projected to increase to $18.6 million
as revenue streams, Measure X and SB 1, continue to outpace project expenditures. Maintaining a strong
fund balance allows the Road Fund to respond to emergency and unknown conditions and weather
economic cycles.

County Library Fund

The Monterey County Free Libraries (MCFL) was established in 1911 to provide library services to
communities. Library operations are primarily funded through its own share of property tax.
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The Fiscal Year (FY) 2021-22 Adopted | Current Year
Recommended Budget includes meereﬁ;g‘r’;ty Free Actuals Budget | Estimate |Recommend
$11.2 million in expenditures 201920 | 202021 | 202021 | 2021-22
financed by $11.1 million in [A Beginning Fund Balance |$ 1,874,071 |$ 3,480,006 [$ 3,480,006 | $ 4,251,709
anticipated revenues and $31,950 use [B-Revenue _ 11,002,106 | 10,332,852 | 11,138,217 | 11,141,524
£ fund bal E . | |CTotal Financing A+B 12,876,177 | 13,812,858 | 14,618,223 | 15,393,233
Ol fund balance. EXpenses Increased |5 Expenditures 9,396,171 | 10,406,648 | 10,366,514 | 11,173,474
E. Ending Fund Bal -
by $766,826 due to increase in e nding Fund Balance, C- [ ¢ oo 06 | 63.406.210 | $4.251.709 | § 4.219.759
pension and health insurance cost,

general liability insurance, cost plan charges, the planned purchase of a Library bookmobile and costs
for the partial completion of the Bradley library. Revenue increases $808,672 from the current year
adopted budget due to overall improvement in property taxes, as well as grant revenue to fund the
bookmobile purchase, and transfers from CIP funding for the Bradley library.

Most of the Library's revenues are derived from property taxes which account for $9.8 million of the
total estimated $11.1 million in revenues. Revenue also includes the mandated $262,025 general fund
contribution (GFC) for the County Librarian's (Library Director) salary; continuous contributions to
programs funding by the Foundation for Monterey County Free Libraries (FMCFL), and State grants.
One of the private philanthropy grants include a $75,000 to fund a landscaping grant.
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The Library continues to apply for and receive multiple grants to support essential programs such as
Lunch at the Library, California Library Literacy Services, workforce development, technology to bridge
the digital divide, and a variety of smaller grants. In addition, the Foundation for Monterey County Free
Libraries continues to fund Homework Centers, Summer Reading Program, and Literacy with ongoing
flexibility to the evolving operations under COVID and changing community needs. The Library also
continues to leverage federal E-rate funds to continue technological and connectivity upgrade of
facilities, including new cabling in branches, higher connectivity for Big Sur, and adding the new
Parkfield Library.

Local Revenue Fund 2011

: Adopted Current Year

The local revepue fund supports pub!1c Local Revenue Fund 2011 Actuals Budget Estimate | Recommend
safety, behavioral health, and social 2019-20 2020-21 2020-21 2021-22
services programs. For next fiscal |A Beginning Fund Balance |$30,013,211 | $31,788,336 [ $31,788,336 | $30,485,961
year, the revenue increases to $691 B. Revenge . 64,294,373 | 67,621,883 | 67,232,814 | 69,064,327

] i . . C. Total Financing, A+B 94,307,584 | 99,410,219 | 99,021,150 | 99,550,288
million, while expenditures (operating |5 Expendiures 62,519,248 | 69,454,083 | 68,535,189 | 72,161,188

E. Ending Fi Bal -

transfers out for the VaI.'IOUS pubhc D nding Fund Balance, G $31,788,336 | $29,956,136 | $30,485,961 | $27,389,100
safety, health and social services

programs) total $72.1 million, exceeding revenues by $3.1 million. The use of fund balance is primarily

to cover authorized uses in probation and social services programs.

Behavioral Health Fund

The Recommended Budget for the
Behavioral Health Fund maintains
expenditures and revenues at similar
levels as the previous year, $162.7
million and $157.7 million,
respectively, resulting in an increase in
expenditures of $357,852 and an
increase in revenue of $1.9 million.

The increase in revenue is manly attributed to a $2.1 million construction grant from Central California
Alliance for Health (CCAH) for the construction of a new Sanborn Clinic. The budget for Behavioral

Executive Summary

Adopted Current Year

Behavioral Health Actuals Budget Estimate | Recommend
201920 | 2020-21 2020-21 2021-22

A Beginning Fund Balance | $42,410,810 | $40,345,625 | $40,345,625 | $40,472,872
B. Revenue 130,041,706 | 155,747,555 | 142,876,857 | 157,694,582
C. Total Financing, A*B___| 173,352,516 | 196,093,180 | 183,222,482 | 198,167 454
D. Expenditures 133,006,891 | 162,360,888 | 142,749,610 | 162,718,740
S' Ending Fund Balance, C- | ¢\ 545,625 | $33,732,202 | $40,472,872 | $35 448,714
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Health provides resources for capital project costs associated with the new Sanborn Clinic. The
Recommended Budget provides for a sustained level of programmatic expenditures. The fund anticipates
$5.0 million in fund balance use of which $4.5 is for the construction of the new Sanborn Clinic and
remainder is for Whole Person Care use. Overall, revenue in this fund helps support the provision of an
array of strong behavioral health and substance use disorder services both in-house and through contracts
with community-based culturally competent providers.

Health and Welfare Realignment Fund

The health and welfare realignment Health & Welfare Adopted | Current Year

fund supports social services and Realignment Qg;;a; 2130112%932 Ez‘:')t;gztf Re;;;ngznd

health programs, through sales tax and [A Beginning Fund Balance | $32,399,526 | $29,716,210 | $29,716.210 | $35,684,210

Vehicle License Fees (VLF) [B-Revenue 65,991,538 | 67,564,453 | 74,622,049 | 67,488,576

apportioned by the State. The C. Total Financing, A*B 98,391,064 | 97,280,663 | 104,338,259 | 103,172,786
: D. Expenditures 68,674,854 | 68,057,431 | 68,654,049 | 68,737,670

Recommended  Budget includes
expenditures of $68.7 million and [E-Ending Fund Balance, C-D
revenues of $67.4 million, anticipating a $1.2 million reduction to fund balance in FY 2021-22.

$29,716,210 | $29,223,232 | $35,684,210 | $34,435,116

Emergency Communications Fund

. . Adopted  |Current Year

Emergency Communications

Y . . Emergency Communications |  Actuals Budget Estimate |[Recommend
transitioned operations to a special

: 2019-20 2020-21 2020-21 2021-22

revenue fund,’ effective FY 2019-20. A. Beginning Fund Balance $ - |1$1,034,510 [ $ 1,034,510 | $ 1,370,720
Through this fund, the County [ Revenue 12,813,873 | 12,883,165 | 12,855,382 | 12,883,555
prov]des emergency and non- |C. Total Financing, A+B 12,813,873 | 13,917,675 | 13,889,892 | 14,254,275
emergency call answering and D. Expenditures 11,779,363 | 12,545,458 | 12,519,172 | 12,544,055
dispatch services to law enforcement, g gnging Fund Balance, c-p | $ 1:034510 | $ 1372217 | $ 1,370,720 | $1,710,220

fire and emergency medical response

agencies across the County. Pursuant to the 911 Service Agreement, user agencies share the cost of
dispatch operations, reimbursing the County approximately 70 cents for every dollar expended. The
Recommended Budget for Emergency Communications includes an augmentation of $257,224 to
continue 7 vacant dispatcher positions. The augmentation represents the County’s share; user agencies
will fund $574,621 for a total cost of $831,845.

Traditionally, user agencies have agreed to pay ahead of planned capital expenditures needed for the
operation, resulting in restrictions of those funds in a reserve until the appropriate expenditure was
incurred. As recommended by the Auditor-Controller, the Emergency Communications special revenue
fund was created, allowing this revenue to be restricted only for the benefit of Emergency
Communications. In FY 2021-22, the Fund expects an additional reserve contribution of $339,500 with
an estimated ending fund balance of $1,710,220.

Parks Lake & Resort Operations

The Nacimiento Resort & Recreation Adopted [Current Year
X Parks Lake & Resort Actual Budget Estimat R d
Enterprise Fund’s Recommended Operations uals uage stimate ) Recommen
Budeet for Fiscal Y FY) 202122 2019-20 2020-21 | 2020-21 2021-22
udget for Fiscal Year (FY) - A Beginning Fund Balance [ $ (2,733,381) | $ (470,279)[ $ (470,279)[§ 1,427,453

includes an estimated $1.4 million [B.Revenue 5644573 | 4,268,676 | 5357,340 | 4,345,157
beginning fund balance. In FY 2020- [C-Total Financing, A+8 2,011,192 | 3,798,397 | 4,887,061 | 5,772,610
D. Expenditures 3,381,471 | 3674584 | 3459608 | 3,892,651

21, the General Fund contributed $1.4 & Ending Fund Balance, C-
million to Lake Nacimiento to cover |p
prior years’ operating losses, which

allowed the department to restore restricted funds that were not intended for operations, including

$ (470,279)|$ 123,813 | $ 1,427,453 [ $ 1,879,959
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$700,000 for Zebra/Quagga Mussel Inspection Program and $263,633 for trailer fire insurance proceeds,
and to subsidize the FY 2019-20 loss of $470,279. This $1.4 million contribution is included in the FY
2020-21 revenue estimate that includes operating revenues of $4.0 million. Revenues and expenditures
in FY 2021-22 are expected to increase steadily to $4.3 million and $3.9 million, respectively, as
visitorship is projected to increase as more people receive the COVID-19 vaccine. This will result in a
$452,506 net gain for the year, increasing the FY 2021-22 ending fund balance to $1.9 million.

Lake Nacimiento Resort and Recreation area is operated under a third-party agreement with Basecamp,
with strict County oversight. After a year of varying restrictions on operations due to the COVID-19
pandemic, Basecamp is planning on operating at normal capacity. Basecamp operates the entry gate,
marina, store, service station, campgrounds, and lodges. The Recommended Budget, which primarily
includes Basecamp revenues and expenditures, assumes there will be no COVID-19 restrictions and the
Lake will remain open for the duration of the year. Revenue patterns are anticipated to return to pre-
pandemic levels, where revenues are strongest during months of warmer weather and decline during the
winter. During the slower months, Basecamp reduces staffing to minimize costs. Other County
expenditures include personnel costs for operational and fiscal oversight, capital repairs, insurance,
utilities, vehicle replacement, and the annual loan repayment.

=
©
£
E
)
[92]
[
=
5
[&]
(O]
d

With the accumulation of deferred maintenance at the Resort and Recreation area, future investments in
facilities and infrastructure are needed to maintain services and attract visitors. Strategically investing in
revenue-generating areas, such as the rental fleet, will improve customer experience and increase
patronage. Currently, staff is not requesting an augmentation. Instead, it will work towards building fund
balance to make future capital investments.

Laguna Seca Recreation Area

Laguna Seca Recreational Area Adopted | Current Year
(LSRA) transitioned operations to an Laguna Seca Recreation Area|  Actuals Budget Estimate Recommend

2019-20 2020-21 2020-21 2021-22

Enterprise fund, effective FY 2020-21. |A Beginning Fund Balance | $ $ - [s - [$ 1,387,440
LSRA is owned by the County and [B-Revenue - [23,067,08 10,530,850 | 22,092,402
. . C. Total Financing, A*B - [23,067,082 | 10,530,850 | 23,479,842
ﬁmC“OPS as a fee-for-sgrhvwe D. Expenditures ~ [23,038,220 9,143,410 | 20,805,898

enterprise. Under normal conditions,
$ - |$ 28862($ 1387440 |$ 2673944

LSRA is open every day and includes [E-Ending Fund Balance, C-D
camping, daily track rentals, venue rentals, corporate team-building packages, and special events
accessed through the purchase of a ticket. COVID-19 severely impacted LSRA, causing cancellation of
events and elimination of all revenue streams relating to social gatherings. The facility is managed
through a private contractor who is driven to run the facility as a business. Special events range from
small local gatherings to international events televised worldwide on major networks.

The Recommended Budget includes a beginning fund balance of $1.4 million and projected revenues
and expenditures of $22.1 million and $20.8 million, respectively. Fund balance is projected to increase
by $1.3 million for an ending fund balance of $2.7 million in FY 2021-22.

Budget Hearings

Budget hearings to consider the FY 2021-22 Recommended Budget are scheduled to begin on
Wednesday, June 2, 2021. The budget hearing schedule will be available online at the Monterey County
Clerk of the Board’s website on or around Friday, May 21, 2021.
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Appropriation Limits

Article XIIIB of the California State Constitution, Proposition 4, or the Gann Limitation, requires local
agencies to calculate an appropriations limit, compile revenues that are subject to this limit, and make a
comparison between the two. If the local agency’s revenues (tax proceeds) exceed the limit, the law
allows the voters to approve the increase, or the political entity must return the excess revenues to the
taxpayers within two years.

The calculations for the County’s general fund and library fund appropriations limit are prepared by the
Auditor-Controller’s Office with assistance from the County Administrative Office. All districts are
within their limits.

Supplemental Charts

This section provides supplemental information on the Recommended Budget including recommended
appropriations by fund and department, general fund expenditures and revenue, general fund
contributions, information on the County’s strategic reserve, and countywide positions.

Chart 1. Recommended Appropriations by Fund, All Funds (Millions)

Epecial Daincis &
ther Rev, 3457

Inlemal Serce

Feoatt Fund. 5683
-

| cavital Prcjcts. 5503
.

E frese it
Commencatons, 5125

o by, 1142

wFarks Laks &
Resorts, 3249

" includes Mo YT gEnern kabET; wOrLE COMpERSAion. and emploTee benedis

County of Monterey Recommended Budget FY 2021-22 44 Executive Summary 138



Chart 2. General Fund Appropriations by Department (Millions)
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Chart 3. General Fund Expenditures by Category (Millions)
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Chart 4. General Fund Sources of Revenue (Millions)
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Chart 5. General Fund Contributions by Department (Millions)

mwmm{lrw mﬁrﬁ Bu-d Civll Faghis Ofce. & Coopamtiee Exonion Cranl sociodes
mw&mhmhnh-d 4 o Bre desdrichy and ofar sgont el asd varioos

County of Monterey Recommended Budget FY 2021-22 46 Executive Summary 140



Strategic Reserve

The chart below reflects funds set aside in the strategic reserve. The general fund portion of $67.0
million represents 9.0% of estimated revenues in the FY 2021-22 Recommended Budget, just below
the 10% policy target. NMC has a designated reserve of $25.0 million.

Chart 6. Strategic Reserve (Millions)
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County Employees

The table below summarizes the authorized positions in all funds by department and recommended
changes from the FY 2020-21 Adopted Budget.

Table 1. Position Summary

2020-21 2021-22
Department Adopted Recommended Change
Natividad Medical Center 1,325.1 1,435.4 110.3
Health 1,117.0 1,104.2 (12.8)
Social Services 877.0 882.0 5.0
Sheriff-Coroner 473.0 456.0 (17.0)
Probation 288.0 288.0 -
Resource Management Agency* 283.0 - (283.0)
Housing & Community Development* - 99.0 99.0
Public Works, Facilities, & Parks* - 194.0 194.0
District Attorney 156.0 157.0 1.0
Child Support Services 92.0 83.0 (9.0)
Information Technology 109.0 109.0 -
Ag Commissioner 74.5 74.5 -
Emergency Communications 75.0 75.0 -
Library 66.0 66.0 -
Assessor 69.0 69.0 -
CAO 119.5 117.5 (2.0)
Public Defender 575 57.5 -
Treas-Tax Collector 49.0 49.0 -
Auditor-Controller 43.0 43.0 -
County Counsel 54.0 54.0 -
Human Resources 35.0 41.0 6.0
Board of Supervisors 20.0 20.0 -
Clerk of the Board 5.0 5.0 -
Cooperative Extension Service 3.0 3.0 -
Civil Rights Office 5.0 5.0 -
Elections 12.0 12.0 -
Total 5,407.6 5,499.1 91.6

*Resource Management Agency was split in two departments, Housing & Community
Development and Public Works, Facilities & Parks
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Attachment A

Executive Summary

ARPA Funds Utilization FY 2020-21 FY 2021-22 | FY 2022-23 FY 2023-24 Totals
Direct Funding of Infrastructure Water, Sewer or

Broadband Projects $ - $12,458,621 [ $ 1,805,862 | $ 375,524 | $ 14,640,007
Economic Recowvery $ - $ 4,541,487 | $ 3,188,659 | $ 1,750,000 [ $§ 9,480,146
Pandemic Response - Qualified Funding $21,984,647 | $ 2,587,568 | $ 1,685,349 | $ - $ 26,257,564
Revenue Loss - Qualified Senices $ 1,814,761 [ $14,647,589 | $10,597,091 [ $ 6,874,103 | $ 33,933,544
Total ARPA Fund Utilization $ 23,799,408 | $ 34,235,265 | $17,276,961 [ $ 8,999,627 | $ 84,311,261
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Appropriation Limits

COUNTY OF MONTEREY

APPROPRIATION LIMITS FOR THE 2021 - 22 FISCAL YEAR

Pursuant to Article XIIIB of the California Constitution

FUND

County General and Library Funds

Special Districts

052 CSA # 9 Oak Park

053 CSA # 10 Laguna Seca Ranch

055 CSA # 14 Castroville

056 CSA # 15 Serra Village, Toro Park
059 CSA # 20 Royal Estates

062 CSA # 25 Carmel Valley Country Club
063 CSA # 26 New Moss Landing Heights
066 CSA # 32 Green Valley Acres

069 CSA # 35 Paradise Park

072 CSA # 41 Gabilan Acres

076 CSA # 47 Carmel Views

077 CSA # 50 Rioway Track

079 CSA # 52 Cerro Del Oso

081 CSA # 54 Manzanita

085 CSA # 58 Vista Corado

086 CSA # 62 Rancho Del Monte

151 Pajaro County Sanitation District

Appropriation Limits

1978-79

Base Year

$ 33,688,425

42,702
9,658
530,743
87,250
4,977
9,339
1,026
1,836
5,283
2,727
5,013
944
2,055
219
1,406
5,363
254,092

51

Appropriation Estimated

Limit Tax proceeds
772,602,925 255,478,786
441,104 45,096
99,765 -
5,482,482 -
901,277 162,788
51,412 2,299
96,470 43,200
10,598 3,161
18,966 3,946
54,572 6,283
28,169 9,782
51,783 20,393
9,751 1,357
21,228 4,999
2,262 1,242
14,524 2,422
55,399 10,013
2,624,726 272,306
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Recommendations

It is recommended that the Board of Supervisors:

1. Hold a Public Hearing on June 2, 2021 at
9:00 a.m. to consider adopting the Fiscal
Year (FY) 2021-22 Appropriation Limits
pursuant to Article XIIIB of the California
State Constitution.

2. Commence Budget Hearings with the
County Administrative Office summary
presentation of the FY  2021-22
Recommended Budget on June 2, 2021 at
9:00 a.m. and continue Budget Hearings on
June 3, 2021 beginning at 9:00 a.m. if
necessary.

3. Authorize and direct the County
Administrative Office to prepare the FY
2021-22 Adopted Budget Resolution
reflecting changes made by the Board
during budget hearings, to make any
changes in budget units to reflect any
position and/or account adjustments
approved by the Board during or prior to
budget hearings.

4. Authorize and direct the County
Administrative Office to adjust, if needed,
position counts, appropriations, revenues,
fund balances, etc. to correct clerical and
inadvertent errors due to erroneous entries
in the County’s budget system.

5. Authorize the County Administrative Office
to amend the FY 2021-22 General Financial
Policies by adjusting the contribution of
transient occupancy tax (TOT) revenue to
the Monterey County Convention and
Visitors Bureau, Arts Council and Film
Commission from the current rates of 6.0%,
1.98% and 0.95% of County TOT revenue
based on prior year audited actuals to the
new methodology using the same
percentages of FY 2018-19 audited actual
TOT ($28,607,881) as the base, resulting in
contributions of $1,716,473, $566,436 and
$271,775 respectively. Authorize and direct
the County Administrative Office to
incorporate this change in the FY 2021-22
Adopted Budget.

6. Authorize the County Administrative Office
to amend the General Financial Policies by
adjusting the contribution of TOT revenue

Recommendations

8.

10.

53

to the Road Fund from the current rate of
25.0% of County TOT revenue based on
prior year audited actuals to $5,486,766, the
FY 2021-22 maintenance of effort (MOE)
requirement, effective July 1, 2021.
Authorize and direct the County
Administrative Office to incorporate in the
FY 2021-22 Adopted Budget the updated
TOT contribution to the Road Fund.

Authorize the County Administrative Office
to amend the General Financial Policies by
adjusting the contribution of Proposition
172 revenue to emergency communication
user agencies from the current rate 5.0% of
County’s total Proposition 172 revenue for
the most recent audited fiscal year to the
same percentage of FY 2018-19
($36,098,066) resulting in a contribution
amount of $1,804,903. Authorize and direct
the County Administrative Office to
incorporate this change in the FY 2021-22
Adopted Budget.

Authorize the County Administrative Office
to amend the General Financial Policies by
adjusting the contribution of Proposition 172
revenue to fire agencies from the current rate
of 9.13% of Proposition 172 revenue for the
most recently audited fiscal year to the same
percentage of FY 2018-19 ($36,098,066)
resulting in a contribution amount of
$3,295,753. Authorize and direct the County
Administrative Office to incorporate this
change in the FY 2021-22 Adopted Budget.

Authorize the County Administrative Officer
or designee, to take all actions necessary to
establisha 115 Trust with the Public Agency
Retirement Service (PARS) for creation of a
pension rate stabilization program for
Miscellaneous and  Safety  retirement
prefunding.

Authorize the County Administrative Office,
in the event that any unbudgeted/unassigned
fund balance is available at year-end FY 2020-
21, to allocate in the following order of
priority:
a. For support of the Strategic Reserve
(3111), not to exceed established Board

policy of 10% of estimated FY 2020-21
General Fund revenues (excluding NMC
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Strategic Reserve) as prescribed in the
County of Monterey General Financial
Policy.

b. For the General Fund Contingency
Assignment (3113) to help cover
unanticipated events or emergencies as
prescribed in the County General
Financial Policy.

¢. For funding of a 115 Trust for pension
rate stabilizationup to 10% of estimated
FY 2020-21 General Fund revenues.
Authorize the County Administrative
Officer or designee to determine initial
deposit of allocations between the
Miscellaneous and Safety plans.

11. Authorize the County Administrative Office
to transfer or release to/from assignments
associated with the following self-funded
programs in the event they require additional
funds or have excess funds at the end of FY

2020-21:
a. Vehicle Replacement  Assignment
(3116).

b. Laguna Seca Track Assignment (3129).

c. Information  Technology  Charges
Mitigation Assignment (3124).

d. Building Improvement and Replacement
Reserve Assignment (3112).

e. Cannabis Tax Assignment (3132)

f. Disaster Assistance Program
Assignment (3126).

g. Non-Recoverable Costs Assignment
(3131).

12. Authorize the County Administrative
Office to adjust the FY 2021-22 Adopted
Budgets for the other funds under the
authority of the Board of Supervisors to
reflect the FY 2020-21 year-end final
available fund balance.

13. Consider approval and adoption of the
Public Works, Facilities & Parks
Department Annual Work Program for
the Road Fund for Fiscal Year 2021-22.

County of Monterey Recommended Budget FY 2021-22

54

California Code of Regulations Section
994 - Road Construction & Maintenance
Activity, and Streets & Highways Code
Division 3, Chapter 1, Section 2007
require that a Road Fund budget be
submitted to the Board of Supervisors at
the same time as other County
departments submit their recommended
budgets. The RMA - Public Works
Annual Work Program outlines planned
expenditures within the recommended
Work Program (Road Fund) budget by
project and activity. It details anticipated
administrative, engineering, and
reimbursable expenditures along with
planned capital project expenses and
maintenance activities.
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COUNTY OF MONTEREY

FUND STRUCTURE CHART
FY 2021-22

GENERAL FUND

SPECIAL and

REVENUE TRUST
FUNDS

SPECIAL

CAPITAL PROJECT
FUNDS

DEBT SERVICE INTERNAL SERVICE

FUNDS DISTRICT/AGENCY ENTERPRISE FUNDS

FUNDS FUNDS

(

Road Fund
002

Library Fund
003

In-Home Support
Services
005

Fish & Game
006

Inclusionary Housing
009

Emergency Medical
Services
016

Local Revenue
022

Behavioral Health
023

Health and Social
Services
025

Economic and
Community
Development Funds

Other Funds as
Described in the
Glossary of Funds

\

é N ( )

Facilities Public County Service
Maintenance Improvement Areas General Liability Natividad Medical
Projects Corporation 475 Center
401 251 Water Resources 451
Workers’
Capital Projects Boronda Co. Community Service Compensation Lake and Resort
402 Sanitation Districts 476 Operations
Revenue Bond 452
Facility Master 306 Countywide Benefits Programs
Plan Services 477 Laguna Seca
404 Pajgro FO' . Recreational Area
Sanitation Successor to Resource Planning 453
NGEN Radio Revenue Bond Redevelopment 478
Project 310 Agency Funds
s g J VAN ,
Chualar Co.
Water Service Area

\ 312 /

Fund Structure

9IN19N.1S pun4




221202 Ad 196png pepuswiwiodsy Aeseiuop jo Auno)

99

2IN]oN.Ig punyg

0ST

Department

General
Fund

Fund and Organizational Structure Relationship

Special Revenue Funds

Service
Funds

Projects
Funds

Enterprise
Funds

Governmental Funds Proprietary Funds
Debt | Capita

Internal Service
Funds
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002

003

005

011

013

016

023

024 025

026 027

028 029

175*%

176*

180*

181*

182*

CSAs/CDS*
(051-093,151-157)

251

402 404

451 452 453

475

476

477

Board of Supervisors

County Administrative Office

x|

Human Resources

Civil Rights Office
Auditor-Controller
Treasurer-Tax Collector

Assessor-County Clerk-Recorder

County Counsel

Clerk of the Board

Elections

X X | X X X X X | X X |Xx

Emergency Communications

Information Technology

District Attorney

Child Support Services

Public Defender

Sheriff-Coroner

Probation

Agricultural Commissioner
Housing and Community Dev.
Public Works, Facilities & Parks

Health

Social Services

X | X | X X X | X |X|X | X|X|X

Library

Cooperative Extension Service

Natividad Medical Center

* includes funds that are component units of Monterey County




Three Year Forecast

Introduction

The County Administrative Office is pleased to present the financial forecast for the County of Monterey.
The forecast is the first step of the annual budget development cycle, which concludes with the adoption of
a balanced budget by July 1 of each year. To meet this timeline, staff conducts a comprehensive mid-year
review of planned spending and anticipated revenues for the current fiscal year (FY 2020-21), budget year
(FY 2021-22), and two additional years. The result of this review is an assessment of the County’s financial
condition, emerging needs, and expected fiscal capacity to meet those needs.

Approach and Assumptions

The forecast is an analysis of estimated revenues and costs for existing levels of staffing and services within
the context of current statutes and policies. A forecast is different than a budget. In forecasting, departments
estimate “normal” cost of operations, which generally include the filling of vacancies and current level of
discretionary spending. Developing a three-year forecast provides a window of opportunity to identify
potential actions necessary to balance revenues and expenditures over the long-term to ensure financial
sustainability of the County. Similarly, the forecast also serves as a tool for the upcoming budget to assess
the impact that decisions made in the present, such as considering a new revenue source or the funding of
a new program, will have on future fiscal balance.

The forecast includes employee salary and benefits changes as authorized under existing memorandums of
understanding (MOUs) and scheduled employee step advances. The forecast also takes into consideration
known increases in PERS retirement rates and health insurance premiums. Revenue estimates are based on
the most recent financial data and available information about federal and State funding levels. The forecast
compares expenditures required to carry out existing operations related to estimated financing sources. This
analysis is a key financial management tool to guide the upcoming budget process and help preserve long-
term financial stability.

General Fund Results Prior Fiscal Year

The general fund supports core governmental functions related to public safety, land use and environment,
public assistance, health and sanitation, recreation and education, and finance and administration. The FY
2019-20 adopted budget included $687.5 million in appropriations, matched by an equivalent amount of
financing. Throughout the year, subsequent modifications increased appropriations by $24.9 million,
financed by additional revenue and fund balance for one-time expenditures. The County ended the fiscal
year with a favorable performance compared to the final budget.

Through the Board’s leadership, and departments’ responsible financial oversight, the general fund ended
the prior year with a preliminary operating surplus of $1.5 million (since FY 2019-20 CAFR was not
available as of the date of this publication, final results are preliminary until the CAFR is published). The
Board judiciously invested this surplus by adding $0.5 million to the Strategic Reserve which resulted in
meeting the Board’s policy of 10% of estimated general fund revenue. While the prior year ended in a
surplus, the unassigned fund balance includes $0.6 million that was obligated in the FY 2020-21 adopted
budget to fund one-time expenditures. Therefore, only $0.4 million of the unassigned fund balance is truly
available in the current year. Also, an additional $5.7 million was added towards the cannabis assignment
in FY 2019-20. Investments in the County’s reserves are a strong indicator of the County’s commitment to
weathering future unforeseen events and meet emerging needs.
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General Fund Outlook through 2023-24

FY 2019-20 FY 2020-21 FY 202122 | FY 2022-23 | FY 2023-24
Actual Adopted | Modified | VEEIREE Forecast
Estimate
Financing Sources:
Beg. Unassigned Fund Balance $ 24 % 06 $ 06 $ 06 $ - $ - $
Cancellation of Restricted Fund Balance 55 53 53 53 -
Cancellation of Assignments 12.9 40.3 48.9 49.0 -
Cancellation of Strategic Reserve - - - - - - -
Revenues 647.2 669.8 679.8 663.5 662.1 670.2 681.5
Total Financing Sources $ 6679 $ 7160 $ 7346 $ 7184 $ 6621 $ 670.2 $ 681.5
Financing Uses:
Restricted Fund Balance $ 69 $ - $ - $ - $ - $ - $
Assignments 19.3 - - - -
Strategic Reserve 0.5 - - - - - -
Expenditures 640.2 716.0 734.6 718.0 702.9 713.8 7271
Adjustment - Est Salary Savings - - - - - - -
Total Financing Uses $ 666.9 $ 7160 $ 7346 $ 7180 $ 7029 $ 7138 $ 7271
Ending unassigned fund balance $ 1.0 § - $ 0.0"$ 08 $ (40.7) $ (43.6) $ (45.6)

Current Fiscal Year Estimated Results

Positive results are expected in the current Fiscal Year in the middle of unprecedented economic constraints.
The Board’s vision and support along with responsible stewardship of County departments is evident in the
current year, with the County forecasting a balanced budget for FY 2020-21. This positive result could not
have been achieved without the utilization of assignments and CARES revenues to respond to the pandemic;
and continuous management of operational budgets by Departments. Estimated expenditures and revenues
for the current year (as estimated by Departments) are respectively $16.6 million and $16.3 million below
budget. The decrease in expenditures is primarily due to salary savings for vacant positions. To the extent
departments do not fill positions this also decreases reimbursement-based revenues from federal and State
agencies. The forecast assumes no funds will be transferred to assignments, however, at year-end, programs
that have revenues that are restricted and exceed expenditures for the program will typically transfer funds
to assignments.

PERS rate increases continue to drive deficits in Departmental forecasts. Department forecasts
generally assume vacancies are filled, resulting in increased salary and benefit costs projections. However,
a comparison of budgeted versus actual salary costs illustrates that savings consistently occur due to attrition
and turnover. As such, the County Administrative Office (CAO) again added a salary savings adjustment
that lowers overall projected expenditures by $12.1 million to $12.4 million annually by the end of the
forecast period. After making the salary adjustment, the forecast reveals a forecasted deficit of $28.6 million
next fiscal year, growing to $33.2 million by FY 2023-24. This forecast assumes no wage increases, so if
increases were approved by the Board; the total projected deficit would grow. A significant factor impacting
the deficits are higher contribution rates going towards paying down CalPERS’ large unfunded pension
liabilities and continued increases in the County’s general liability insurance program and Worker’s
Compensation. Even with a salary adjustment, County staff are conservative when estimating revenues and
expenditures with actual performance generally favorable compared to forecasts. These hypothetical
deficits are based on current operations and policy and do not include future service enhancements, wage
increases for expiring labor agreements after FY 2020-21, changes in federal or State financial
commitments, or revenue declines in an economic downturn.

Current year discretionary revenue grows mostly due to property taxes revenue and one-time
CARES revenue, but other revenues decrease. Discretionary revenue is vital as it helps general fund
departments cover costs increases and prevent service impacts. Discretionary revenues grow in the current
year by $13.7 million over the modified budget; with most of the growth coming from property taxes $0.7
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million and CARES revenue $28.1 million. Conversely, sales tax ($1.2 million) and transient occupancy
tax ($4.1 million) are estimated to decrease from the modified budget as result the pandemic’s impact on
the economy. As previously mentioned, the forecast does not estimate any cannabis revenue will be added
to the cannabis assignment as all current estimated revenue of $15.4 million was allocated to departments
as discretionary revenue during the FY 2020-21 budget cycle. However, if cannabis revenue is higher than
the $15.4 million estimate, the cannabis assignment could see growth. It is worth noting, without the receipt
of the CARES revenue the County would have ended the year at deficit and would have needed to make
reductions to services.

In addition to these revenue impacts, the County also faces potential budget gaps in several departments as
result of impacts from the pandemic. Detailed information about these impacts will be presented to the
Board of Supervisors (Board) during their February 9 meeting. The results of those impacts and subsequent
Board direction are not included in the forecast.

Next year, the County will face the impact of major cost drivers exceeding available funding. This is true
even with $15.4 million in cannabis revenues included as part of preliminary general fund contributions
(GFC). As of the writing of this report there remained a $6.6 million gap needed for COWCAP and general
liability increases.

A cautious approach to future financial decisions given uncertainty of revenues. Looking into the
future, the County, like the State and other local governments, must continue to plan for a stable and
sustainable future for coming generations by maintaining its Strategic Reserve, addressing infrastructure
needs, and paying down unfunded liabilities. The financial forecast assumes that the economy continues to
grow through the forecast period and does not include potential impacts that may result from possible
federal or State policy changes or impacts of a recession or current year discretionary revenue declines.

While some growth is assumed in forecasted years, it is not enough to cover increases in costs for current
levels of staffing and services. Furthermore, planning for service delivery in unprecedented times created
by the global pandemic continues to be an issue of concern for the State as well as local governments
considering the U.S. has seen the largest number of infections in the world. Any new budget commitments
will increase the severity of cuts the County would have to make in an economic downturn. Given these
uncertainties and events, continued prudent financial management practices, including limiting new on-
going commitments or expansion of programs, seems appropriate for the current environment.

General Fund Revenues

General fund revenue is composed of program Ganednl Fund Cursent Year Estmaled Reveres (Nions)

and non-program revenue. Program revenue is
specifically designated and/or statutorily
required for programs. Sources of program
revenue are derived from State and federal aid
for various mandated programs primarily in
Health and Social Services, charges for services
are primarily fees collected by health clinics
and other revenues include primarily
reimbursement from realignment funds for
health, social services, and public safety
programs.
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Non-program or “discretionary” revenues are
mostly derived from taxes and are utilized to
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address local priorities and to provide funds to leverage federal and State monies, including maintenance
of effort requirements.

Current year revenues are $16.3 million below budget expectations. The major causes of the decrease
in revenue in the current year include:

e Revenue in the Health Department is $11.5 million below budget: The Health Department is
estimating a decrease in health fees and lowered reimbursements due to a lower than anticipated level
of service due to vacancies in revenue generating operations and redirection of staff to the pandemic’s
response.

e Revenue in Social Services is $14.5 million below budget. Social Services is estimating revenue
below budget due to revenue generating activities being lower than budget and redirection of staff to
respond to the pandemic. Examples of these activities include CalWORKS entitlement payments due
to caseload decline ($1.0 million), lower maintenance of Effort (MOE) in Home Supportive Services
($600,000), and a decrease in Out of Home due to a smaller foster care caseload and emergency
placement costs ($2.9 million).

¢ Elimination of Produce Inspection reduces reimbursements in Agriculture Commissioner. In
November 2019, the Board of Supervisors adopted an ordinance repealing Chapter 10.16 of the
Monterey County Code, thereby eliminating the Produce Inspection program. As such, the department
is anticipating a loss of $0.7 million in reimbursements with a corresponding reduction in expenses.
Overall reductions in revenue are offset by a $14.2 million increase in other revenue sources, mostly due to
the receipt of federal funding to aid the County on the response to the pandemic. The graph below illustrates
the general fund revenue trend based on actual performance and forecasted amounts.

Forecasted years assume modest growth in revenues. Departments balance their budgeted expenditures
based on a combination of revenues earned directly by the program (State reimbursement, permit fees, clinic
charges, etc.) and County contributions of discretionary “non-program” revenue.

MILLIONS General Fund Revenue Trend
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Since FY 2013-14 the County’s Nov-Program Revenue Forecast
program revenues have mostly grown
under state-county realignment and

the Affordable Care Act to support 5
increased responsibilities and
associated costs, including mandated
public assistance and health and public
safety programs. For FY 2021-22,
general fund revenues decline $1.4
million, 0.2% under current year
expectations. The decrease is mostly
attributed to one-time CARES revenue
received in FY 2020-21. Adjusting for
this one-time revenue, General Fund ]
revenue increases in the forecast years

due to  State and  federal
reimbursements, and an increase in
non-program revenue, specifically modest growth in property taxes. The chart above reflects the overall
general fund revenue trend and the non-program revenue trend, which accounts for approximately one-third
of general fund revenues.

Discretionary Revenues

Discretionary revenues provide the Board flexibility to address local priorities and to provide matching
funds to leverage federal and State monies and to meet maintenance of effort requirements.

Property tax revenue account for GENERAL FUND CURRENT YEAR ESTIMATED NON-
majority of local discretionary PROGRAM ﬁ[‘:l\.'l".NUH (MILLIONS)
monies. Sources of non-program ) o ain

revenue are displayed in the chart to
the right. Total non-program
revenue in the current year is
estimated at $266.4 million.

Property tax revenue is the largest
source of non-program revenue,
projected at $182 million (68%) of
total current year estimated non-
program revenue. Other significant
sources of discretionary revenue
include: $36.5 million other
revenue (including the General
Fund portion of CARES revenue);
$12.3 million in TOT; $15.4 million
in Cannabis revenue; $10.8 million in sales and use tax revenue; franchise fees of $5.2 million and tobacco
settlement monies of $4.1 million.
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Discretionary revenue continues to grow in coming years. The chart to the right reflects the projected
non-program revenue in the current year, upcoming budget year (FY 2021-22) and two out years. Projected
current year non-program revenue is above budget mostly due to the recognition of an additional $28.1
million in CARES revenue. The forecast assumes modest continued growth in non-program revenue (after

Three Year Forecast 61 County of Monterey Recommended Budget FY 2020-2* 155



excluding the one-time CARES revenue received in FY 2020-21) primarily due to positive trends in
property tax collections resulting from higher assessments. Next fiscal year, non-program revenue grows
$10.1 million over the current year end estimate. However, even with the $10.1 million increase; revenue
is projected to contract by $4 million in FY 2021-22 compared to the current year budget. Year over year
growth in the two out years is projected at approximately $7 million and $7.3 million respectively.

Increases in property assessments result in modest discretionary revenue growth. While the forecast
assumes moderate growth in property tax assessment, the impact of a recession on property tax revenue
should be noted. During the economic recession beginning FY 2008-09, property taxes sustained steep
reductions, declining $15.6 million
from peak to trough. This impacted
County services and was the driving
factor behind four years of budget stz srana
reductions following the onset of 1920 HA0EE
the recession. Assessed values have L

steadily recovered and since ssan sizgge

exceeded pre-recession levels. siaag 31Tl

Mitlagng Property Tax Revenue Trend
32300

£165 5

As seen on the chart, property taxes $1203
continue to grow but the rate of

growth has declined. Next year, the swac
forecast assumes a lower growth in
assessments, currently projected at
3.3% which produces $5.5 million sz

growth in property tax revenue.

The two out years include a similar B s GrHEsr oM1T ITTIE N1 OTRI0 DT - I WONT
conservative growth assumption of At

3.5% each, yielding additional

revenue of $5.9 and $6.1 million each year. However, it is important to note that the pandemic may have
long term effects in the economy which could be reflected in the out years, so this revenue should be
carefully monitored for any potential impacts from changing economic conditions in the County.

Transient Occupancy Tax s Transieni Ccocupancy Tax Revenue Trend

trend of positive results **°

impacted by the pandemic.

TOT is the County’s second ***

largest source of $206

discretionary revenue. Often ** r— 5250

referred to as the “hotel tax,” sigg Sl i —_—
TOT is the tax applied on **# s e are
hotel/motel accommodations.
Various tourist attractions
contribute to the County’s
TOT, including the County’s ***

Laguna Seca Recreation Area

(LSRA). The tax rate for 7

Monterey County is 10.5%.

Last fiscal year, TOT B aal i el GrTak -tk s =
revenues decreased $6.8 Konetl Fomct

million over the prior year. FY

123
515.0

County of Monterey Recommended Budget FY 2020-21 62 Three Year Forecast 156



2018-19 included revenue attributable to the U.S. Open, a one-time event, as well as continued efforts by
the Treasurer-Tax Collector in recuperating one-time collections for non-complaint Short Term Rental
operators. FY 2019-20 revenue was affected by the pandemic and corresponding stay at home orders. The
current year estimate conservatively assumes collections of $12.3 million as the pandemic continues to
affect the economy with the hospitality industry being affected particularly hard. As of the writing of this
report, current year data shows revenue collected for half a year is on track to meet the $12.3 million
estimate. This is almost half of what the County would collect on a typical year. This same revenue source
is projected to grow slowly next FY and the forecast years as the economy begins to recover from the
impacts of the pandemic.

Cannabis revenues to support on-going cannabis program and reduce financing needs in upcoming
budget process. The adopted budget included $5.5 million in cannabis revenues to support 26.48 FTEs for
the implementation of the County’s Cannabis Program and $9.9 million as discretionary revenue supporting
all County departments. Services and equipment in various County departments were also funded to carry
out the program. In addition, as of the writing of this report, the Board authorized $18.3 million dollars to
fund one-time expenses in the current fiscal year from the cannabis assignment. In total, 26.48 positions
have been added towards the County’s cannabis program. Cannabis revenues are estimated conservatively
to remain flat into next fiscal year and the forecast years at $15.4 million.

General Fund Expenditures

The FY 2020-21 adopted budget included appropriations of $715.9 million. The modified budget is $734.8
million. Some of the changes include modifications of $18.6 million to the Office of Emergency Services
budget to address the Emergency Operations Center costs to respond to the pandemic. Some of that increase
was funded by the cannabis assignment and some was funded by CARES revenue. In addition, a
modification of $3.4 million occurred in the Sheriff’s Office funded by CARES revenue for the
departmental response to the pandemic.

General Fund Expenditure Trend
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Current year expenditures are estimated at $718 million, or $16.8 million below budgeted
expenditures. The primary factor decreasing expenditures in the current year is salary and benefit savings
of $22.1 million resulting from vacancies across the County. At the writing of this report, the County had
an overall 11% vacancy rate in the general fund. There are an estimated 372 vacancies in the general fund,
with an estimated annualized value of $48 million next fiscal year. Of these vacancies, approximately 54%
reside within two departments: Health and Social Services. To the extent these departments fill vacant
positions, it is likely they would qualify for some level of reimbursements from State and federal agencies.
However, vacancies in these departments do not translate into County savings to the extent departments
cannot seek reimbursement from State and federal agencies for costs not incurred. The same holds true for
departments with grant-funded vacancies or departments that share cost with other payors.

For next year’s forecast, departments generally assume that all vacancies are filled and at top step. This
conservative estimate illustrates potential increases in expenditure levels; however, expenditures are
curtailed to available funding. As responsible fiscal managers, Departments make operational changes if
funding levels are constrained, including delaying hiring of vacant positions. An adjustment for salary
savings is made in the forecast years. This adjustment is discussed later in the report.

One-time and on-going expenditures in the current year are financed with fund balance. The FY 2020-
21 adopted budget included $46.2 million use of fund balance to cover one-time and on-going expenditures.
These uses of fund balance includes $26 million for two programs including building depreciation and the
vehicle replacement program that moved from the General Fund to the Resource Planning fund. The first
transfer is to the Building Improvement and Replacement (BIR) subfund; reserving $15.5 million for the
COWCAP amounts designated for this program. The second transfer in the amount of $10.5 million
accounts for the Vehicle Replacement Program (VRP) funds which were initially accounted for in the
general fund and are being transferred to the VRP subfund. Other fund balance uses inlcude $4.5 million
in cannabis assignment to cover one time priorities funded by the Board during budget adoption, and $7.1
million from the general capital assignment to cover general fund depreciatiion expense associated with the
COWCAP.

While one-time expenditures go away in the upcoming year, salary increases related to the Board approved
bargaining agreements for FY 2019-20 and FY 2020-21 and other major cost drivers such as pension
contributions, healthcare costs, general liability, and workers’ compensation consume next year’s expected
gain in discretionary revenue. Major cost drivers are discussed in detail in the following section.

Major Cost Drivers

County programs and services continue to be impacted by higher labor costs resulting from negotiated
salary increases, increased employer pension contributions, increased healthcare costs, higher workers’
compensation and general liability costs.

Prior and current fiscal year wage increases add to salary cost. In September 2019, the Board of
Supervisors approved wage increases for FY 2019-20 and FY 2020-21. The Board approved wage increases
for most labor groups of 2.0% in the prior year and 3.0% in FY 2020-21. Most safety bargaining units
received increases of 2.0% in the FY 2019-20 and 3.0% in FY 2020-21. Independent of position growth,
wage increases approved for the two fiscal years had and estimated impact of $12.5 million in cost to the
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general fund. The forecast General Fund Authorized Positions
does not account for any

potential wage increases in FY 3800 3 3 b i
2021-22 as most labor 3 s 33577
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general fund  positions

increased year-over-year, with

a total of 427.1 general fund positions added. However, FY 2018-19 was the first-year general fund
positions experienced an overall drop with additional reduction in position level in FY 2019-20; but
positions grew again in FY 2020-21.

Departments estimate salary expenditures increase $14.8 million, from $244.5 million in the prior year to
$259.3 million in the current year. As mentioned earlier in the report, departments generally forecast all
vacancies are filled and at top

step. Departments manage their General Fund Salary Expenditure Trend
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Employer contributions continue to see increases due to changes in CalPERS’ actuarial methodology.
The County continues to see its contributions towards employee pensions increase. Driving the increases
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are changes to CalPERS’ actuarial methodology, including the following actions:

e Changes in amortization and rate smoothing policies to accelerate paying down large unfunded
liabilities.

e Change to fixed dollar contribution for the unfunded liability portion, rather than as a percentage of
payroll, to prevent potential funding issues that could arise from a declining payroll.

e Adoption of new demographic assumptions that show retirees living longer, and thus requiring higher
lifetime payout of benefits.

e Approval of a new funding risk mitigation policy to incrementally lower the discount rate.

Projected results assume no plan changes, no changes in assumptions, and no liability gains or losses.
Additionally, projected results are based on investment returns not falling below the assumed rate of return,
which will increase contributions. Any changes to the those elements will have a direct impact on required
contributions.
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General fund contributions increase sharply in the forecast years with an increase of $5.1 million next fiscal
year bringing the total contribution to $68 million, more than double the FY 2014-15, and grow $15.3
million by FY 2026-27. The most significant change impacting contributions is the reduction in the
“Discount Rate,” which reduced the assumed rate of return by CalPERS from 7.50% to 7.0% over three
years, beginning with the June 30, 2016 valuation. The result has been a continued increase in agencies
contribution levels. The change was made by CalPERS due to expectations of lower investment returns.
While a lower discount rate helps the CALPERS reduce the risk of funding issues and cash flow gaps, the
impact to the County is a larger share of revenues being consumed to pay for contribution increases. The
contributions for FY 2020-21 are based on a 7.0% discount rate. The projections in the chart above are
based on CalPERS actuarial valuations, which are built on actual payroll data obtained by CalPERS, and
therefore, based on existing levels of filled staffing. The County’s current unfunded liabilities of $762.5
million represents more than next year’s forecasted general fund budget.
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Increases in health insurance
premiums continue to add to
Countywide fiscal pressures. o
Health care costs have grown
$13.4 million since FY 2013-14 300
and are forecasted to increase

another $16.9 million over the wan
next four fiscal years. In the
current year, health costs are i
estimated at $54.8 million, or $3

million over last fiscal year. The e
Human Resources Department
is anticipating a 6.0% annual
growth for FY 2021-22 and the
remainder of the forecast period
based on historical experience,
resulting in a $7.6 million
increase in  FY 2021-22
assuming all positions are filled.
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Additionally, the forecast projects a $3.1 and $3.2 million increase in FY 2022-23 and FY 2023-24
respectively. In addition to rate increases, the liability for retiree health expenses continues to be a concern

as is currently estimated at $33.6 million.

Sharp increases in costs to run
internal service fund programs. The
workers’ compensation  program
continues its trend of increasing
projected allocated costs. FY 2020-21
costs are estimated at $18.1 million and
project a small decrease to $17.6 million
before continuing to grow to $19.5 in FY
2023-24. This type of growth represents
a $7.5 million increase from FY 2013-14
costs. The general liability (GL)
program’s allocated costs to
departments also continue to increase as
shown in the forecast. Costs for this
program were $4.1 million in FY 2013-
14 but are estimated to grow to $18.2
million by FY 2023-24. That represents
growth of 448% in ten years.
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The chart to the right, shows recoverable general liability costs decreasing in FY 2020-21. That decrease is
a result of the suspension of the charges of GL recoverable costs to general fund departments due to
budgetary constraints. If costs for that period were included, GL costs would have increased to $9 million,
instead of the half million shown in the chart.

Funding Commitments

In addition to operational cost drivers, County policy provides for funding towards external agencies and
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to the Road Fund. Funding agreements are based on percentage formulas, which have generally resulted in
increased annual contributions in recent years. These commitments total $11.2 million in FY 2020-21 and
result from the following:

o Funding to external agencies in support of their mission to economic development. County policy
provides funding for agencies that promote economic development, tourism and cultural arts.
Contributions to these endeavors has varied over time as the County’s contribution adapts to the
economic conditions facing the community. For example, during FY’s 2016-17 and 2017-18,
contribution amounts were capped at FY 2015-16 levels, or $1.9 million, due to fiscal constraints. In
FY 2018-19, contributions returned to formula based; however, in FY 2019-20 contributions were again
capped and include $2.1 million from TOT and in FY 2020-21 the contribution was budgeted on a
formula driven approach amount but with a cap reflecting the anticipated decline of TOT revenue.
Accordingly, the amount included in the FY 2020-21 budget for this purpose is $1.2 million. Next year,
contributions are estimated at the same contribution percentages as indicated in the financial policies to
keep consistency of forecasting assumptions throughout the forecast. However, when the recommended
budget is prepared the Board will decide in these distribution percentages for this funding continues or
not based on current economic conditions.

e Proposition 172 revenues (Half-Cent Public Safety Tax). The County distributes Proposition 172
revenues based on funding agreements to user agencies of the 911 dispatch center and to fire districts
to promote public safety.
These contributions are at
the discretion of the Board.
The FY 2020-21
contributions  to  user
agencies of the 911 center
total $1.7 million and the
allocation to the fire : -
districts is $3.1 million. ., &% T B
Both amounts are the same

as those amounts ..M
contributed the prior year as
the Board of Supervisors
directed to keep the amount
fixed due  budgetary
constraints. Next year,

contributions are estimated

at $3.3 million for fire _ Wem
districts and $1.8 million S0 e 2 i

for user agencies.
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e InFY 2013-14, the Board adopted a policy to contribute a percentage of TOT revenue to the Road Fund,
recognizing that well maintained roads are vital to the local 