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Overview

ADelicately balanced budget
ALittle change Iin financial condition
AUnknown State impacts
AOn-going cash flow concerns




Midl-Year Budget Status

AProjected Expendituresz

A $2 z $3 million in savings related to
employee compensation (vacancies and
turnover)

A $1.5 million savings in services and supplies

AProjected Revenug

A$900,000 shortfall in the Development
Services Department

AProjected $14 million carryover fund
balance at yearend




Budget Forecast

Forecasted | Forecasted | Forecasted | Forecasted
GENERAL FUND Budget Budget Budget Budget
2010/11 2011/12 2012/13 2013/14
ESTIMATED DEMAND:
Employee Compensation 68,228,598 69,276,369 69,606,055 70,708,134
Contingency 9,000,000 9,000,000 9,000,000 9,000,000
Other Expenditures 50,459,036 51,714,013 52,839,377 53,963,753
Use of Restricted Revenue (39,397,696) | (38,811,263) | (39,636,230) | (40,477,442)
Net Demand For Resources 88,289,937 91,179,119 91,809,203 93,194,445
ESTIMATED RESOURCES:
Carryover From Prior Year* 14,000,000 13,000,000 13,000,000 13,000,000
Property Taxes 46,803,080 47,037,095 47,507,466 48,162,760
Sales Taxes 14,774,669 15,070,163 15,371,566 15,755,855
Other Discretionary Revenues 13,450,753 13,594,985 13,771,966 13,980,928
Net - Available Resources 89,028,502 88,702,242 89,650,997 90,899,543
Budget Surplus / (Deficit) at Year End $738,565 | ($2,476,877) | ($2,158,205) | ($2,294,902)

* Includes unexpended Contingency appropriations from prior year.




Five-Year Budget Forecast

ABalance FY 141 by reducing
Contingencies to $9Million

A Assumptions
A No additional State impacts
A Moderate economic recovery at best
A Current spending levels

AOngoing costs still exceed ongoing
revenues = Not Sustainable




State Budget Crisis

State inability to balance budget

A Continues using unrealistic revenue
projections, unspecified cuts, and
accounting gimmicks

California bond-rating lowered

AGeneral fund bonds A to A
ALeasesupported debtz A-to BBB+

AWorst credit rating of any state in the
nation




The Economy - Natienall

Indications
AGradual recovery
AT Gross Domestic Product
AT personal consumption

Remaining Risks
A Continued< employment
AOn-going instability in financial system
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The Economy - State

Indications
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ALowest number of housing starts in years
AUnemploymentz12%

AHome foreclosure ratez greater than 12%

APersonal income tax collections 4 over
20% from prior year




The Economy - Local

Indications
AUnemployment ratez over 15%
AHousing startsy for 31 year

AValue of construction activity< - almost
as low as 1997 valuation
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ASluggish recovery at best in 2010
AlLag behind national recovery




Cash Flow Concems
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Implications

Dry Periodz May through July
2010

Additional State cash deferrals
ASocial Services

ATransportation
AMental Health




Creditt Mankett

AVolatile financial markets

AUncertainty and distrust of State

ACash flow loans to local

governments

Aincreasingly questionable at best
Aunavailable,at worst

~ AStrong fiscal management and
discipline required




AFuture I1s uncertain and tenuous

AFinancial relationship with the
State of California

AEconomy slowly emerging from a
long recession

ASound and timely fiscal
managementdecisions are
critical




