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I’d like to welcome you again to this evening’s meeting. The purpose of tonight is not for you to hear me drone on and on, but for me, the Supervisors and County staff to hear from you. In order for you to provide the best feedback to us, we like to go through a little presentation that explains the County’s current budget situation. I hope this will be brief but informative, and then we will get to your questions and comments.



Budget Process 

• Jan. 28 – Five-Year Financial Forecast 
• Feb. 11 – Budget Parameters  
• Feb. 24 – Strategic Framework 
• Mar. 6 – Community Meeting 
• Apr. 7 – Department Proposals to CAO 
• June 3 – CAO Recommended Budget 
• June 16 – Public Hearing 
• July 1 – Budget Adoption; New Fiscal Year 

Begins 
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The County has two years – the calendar year that runs from January through December, and our fiscal year which runs from July 1 through June 30. County staff and the Board of Supervisors work on our budget throughout the year, but the process of preparing for the new fiscal year occurs most intensely over the six-month period between January and June. This slide shows you some key dates in this process for 2014. The events in light green are steps that we have already taken. The black dates are key markers for staff. And the blue dates are the key opportunities for public input – although of course we welcome your input throughout the process and we will talk later about how you can provide that.

In January, the County Administrative Office prepared a document for the Board of Supervisors that contains our best educated guesses about what the County’s income and expenses are likely to be over the next five years, given current policies and trends. Based on the information from that document, we returned to the Board a few weeks later and asked them to set the parameters that will guide County departments in preparing the budget for the next fiscal year. Then on February 24, the Board met to examine what we call the Strategic Framework – a series of high level goals, priorities and values that provide general direction for what the Board would like to see us do – within the context of the fiscal parameters that were set on February 11th. The Board made some minor changes to the Strategic Framework this year, and will be voting to accept those next Tuesday, March 11th. I’d encourage you to take a look at the Board’s agenda to see those.

Tonight of course is our community budget meeting – one of two key points within the process where we try to solicit your opinions. You will be able to see the results of tonight’s feedback most clearly when our office presents a recommended budget to the Board of Supervisors on June 3rd. If we didn’t get it right, you’ll have another opportunity to tell us that on June 16th, when we’ll hold public hearings at 1:30 and 6:00 p.m.



Fund Budgeting 
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General Fund 
$106,923,261 

Other Funds 
(Health, 

Construction, 
Roads, 
Library, 

Aviation, etc.) 

TOTAL COUNTY 
BUDGET 

$303,147,212 

Presenter
Presentation Notes
One of the key principles to understand in local government budgeting is the concept of a fund.

For most of us, all the money in our household is pooled together to cover all our expenses. Governments operate differently; public money is segregated into different funds, which can be thought of as separate checking accounts. Unlike our personal checking accounts, however, there are restrictions on how money can flow between funds. I have an account at Bank of America and one at Coast Central; if one is running low, I can just make a transfer. But if the County’s Mental Health Fund is running low, we can’t just pull money in from another account. Most of the time, the money in each fund stays separate from the money in all the other funds and can only be used for expenses associated with that fund. Sometimes, money can be moved between funds, but only by action of the Board of Supervisors, only if it’s consistent with the purpose of the funds involved, and only to the extent allowed by State law.

The Humboldt County Budget is comprised of two main types of funds: The General Fund and Special Purpose Funds such as Roads, Health and Social Services, and Aviation, among others. Other funds generally have dedicated funding sources that can ONLY be spent on those specific programs. The General Fund, on the other hand, is where local priorities can drive some spending decisions, but not all of them.

Those of you who’ve seen a presentation on the County budget before may recall that about 2/3rds of the County’s income comes from the State and federal governments, while about 1/3rd is raised locally; this bubble chart shows that, similarly, close to 2/3rds of our budget is outside the General Fund. There’s not a perfect correlation between the source of the money and the fund it’s placed in; there is some State and federal money in the General Fund – for example, grant funds for public safety – and some of the income for other funds – such as the Library – comes primarily from local sources. For the most part, however, the money outside the General Fund is dedicated and that’s why we’re going to talk tonight primarily about the General Fund.



FY 2013-14 Budget 
• Feb. 28, 2013: Community Meeting 

– Increased reserves, more funding for fire 
• June 25, 2013: Budget Adopted 

– $1.2 million structural deficit ($2.9 M total) 
• Nov. 5, 2013: First Quarter Review 

– Ending balance 6/30/13: $6.8 million 
• Feb. 11, 2014: Mid-Year Review 

– If no changes, deficit for FY 2014-15 of $3.6M 
• June 30, 2014: End of Fiscal Year 

– Projected balance $3.7 million 
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So let me give you just a bit of history about this year’s budget. We met with the community a year ago, and you told us we needed to increase the County’s savings accounts and also dedicate more money to local fire districts. We introduced a budget proposal that did that, which the Board of Supervisors adopted last June.

Also last year, the Board negotiated small raises for County employees for the first time in three years. This was an attempt to help our employees weather some of the cost increases they were experiencing. For example, our employee share of health insurance costs increased sharply for 2014. However, we did not have quite enough new income to support this new cost and the result was a budget with a structural deficit of about $1.2 million. Based on the trend lines we were experiencing at the time, we anticipated we would have enough savings to cover this cost increase until our income was sufficient to support it on an ongoing basis.

After we closed our books for last fiscal year, we got some good news – which we shared with the Board in November. Our ending balance in the General Fund was higher than anticipated. The Board chose to use some of that balance to pay down some of the liability expenses we had incurred.

Between November and February, we got a series of not-so-good news. Property taxes are now expected to increase less than we had previously forecast. And the state retirement system, CalPERS, has made three big decisions that help out their bottom line but increase our local costs much more rapidly. As a result, if we make no changes, it is anticipated that our deficit for next fiscal year will consume nearly all available balance in the General Fund by June 30, 2015.

I want to be clear: this is not a crisis. We have faced budgets before that involved layoffs and other drastic measures. That’s not where we are today. But we do need to plan responsibly for the future, and that’s where we need your help.



Five-Year Forecast 
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This graph, from the five-year forecast we presented in January, illustrates this point. The dark blue line indicates our income in the General Fund and the maroon line is our costs. You can see how these have interacted over the past 10 years. Sometimes, our income has exceeded expenses, sometimes the reverse. The gold line indicates our savings account. It went down fairly steadily for several years, but we have been able to reverse this trend over the past few years.

The problem is that the maroon line (costs) is projected to stay above the dark blue line for the next several years. You can see what this does to the gold line – our savings account becomes a negative number in 2016.

The green line, by the way, indicates where the gold line should be – it’s the savings we should have per our adopted policy.



Why is there a problem? 

• Slow growth in income – typical for 
Humboldt 

• Faster growth in costs – especially 
pensions, insurance 

• Lack of savings account – spent down 
during crisis 
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The problem we are experiencing in the County’s General Fund is the result of three main factors. First, we are experiencing a very slow recovery from the last recession. While this is generally true nationwide, Humboldt County has a pattern of lagging behind those national trends which means we are recovering even more slowly than some other areas. Second, our costs are growing more rapidly than our income. I mentioned previously the not-so-good news we’ve received about pension costs and also the issues we’ve experienced with liability and health insurance. Third, as you saw from the gold line on that previous slide, our savings account has dipped below the levels we should have per County policy.

Let me say a little bit more about growth in income and costs. Regarding income growth, our largest source of income in the General Fund is the local property tax. Under Proposition 13, the growth in property tax each year is limited to the lesser of 2% or the rate of inflation. Each year, the State Board of Equalization releases a figure for inflation, and for this year that number is less than one-half of one percent. That means we’re really relying on new construction and sales of existing houses with low tax values in order to grow our income.

Regarding the growth in costs, I’m sure you’ve heard quite a bit in the news about public pension systems. Here in Humboldt County, we anticipate for next year spending three times as much on pension costs in the General Fund as we spent 10 years ago. There are a host of factors that contributed to this: benefit changes, retirees living longer, the economic crash, changes in wages, and so forth. But the reality is that 60 percent of the increase in income we’ve experienced over the past decade is going to this one cost, which means we can’t spend it somewhere else.

Overall, for next year we face increased pension costs of $650,000 and increased insurance costs of $1.4 million in the General Fund, with only $800,000 in increased income.



What We’ve Already Done 

• For FY 2014-15 
– Safety Departments Covering Insurance 
– Other Departments Looking at Staffing 

Changes 

• Long-Term 
– Pension Reform 
– Reserve Targets 
– Training for Higher Performance 
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The County has already explored a number of options to address this imbalance. With the cooperation of our local union-represented employees, we did local pension reform before the State stepped in with a statewide reform. We’ve also set those target amounts for our savings accounts, so we know where we should be. And we’ve engaged department heads and other key employees in a new program to more systematically identify performance targets and metrics, building on an already cooperative culture in the County organization.

Those are all long-term changes. More specifically for 2014-15, we have departments offering solutions that include covering cost increases out of specific outside income streams and re-examining their staffing structures. There’s a meeting scheduled for next Thursday at which County department heads will be brainstorming additional ideas – perhaps some generated by suggestions we hear tonight.

I also need to mention a somewhat unpopular topic. There have been recent conversations about the idea of a tax increase in Humboldt County and while I’m not advocating for increased taxes I want to explain how that would work. Under Proposition 13, we cannot increase property taxes – which, again, are our largest income source. So any tax increase would likely take the form of an increase in sales tax or a new utility users tax. Some of our local cities, such as Arcata and Eureka, have a local sales tax. If the County sales tax rate were the same as those two cities, we would generate about $1 million annually. The City of Arcata also has an excessive energy users tax that has been much in the news lately. The County has received data from PG&E on how much could be generated from a similar tax in the unincorporated area and staff will be bringing that back to the Board of Supervisors for review. Either of these tax increases would require a vote of the people, and if they were on the ballot this November and passed they would likely not generate revenue until some time in calendar year 2015.



Issues for FY 2014-15 

• Leaving $100,000 balance in a $100M 
fund is not responsible (0.1%) 

• If we cut $2 million in ongoing costs, 
can achieve sustainability 

• Cooperative approach (departments/ 
public) – across-the-board cuts don’t 
work long term 

• May need to spend to save 
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So that’s where we are for the upcoming fiscal year. We have an imbalance, and if we do nothing to address it we’ll have essentially no balance left in our General Fund checking account at the end of June next year. However, we calculate that if we cut about $2 million out of our deficit for next year, we can achieve balance in the long run. We’ve already identified about $200,000 toward that $2 million, but we obviously still have a ways to go.

In the past when we’ve faced a need to make budget reductions, we have generally asked all departments to share in the pain equally. But what we’ve heard from the community is that some services simply have greater impact on your lives than others. This year, we’ve asked departments to take an approach where the reductions would not necessarily be shared equally – in fact, we may even need to increase some individual budgets in areas like technology that have potential for long-term cost savings – but we do want all departments to participate in coming up with solutions.

And we also want your help.



General Fund Services 

• Death Investigations 
• Internal Accounting 
• Property Tax System 
• Law Enforcement 

and Jail 
• Animal Control 
• Prosecution 
• Indigent Defense 
• Probation and 

Juvenile Detention 
• Elections 

 

• Code Enforcement 
• County Parks 
• Wildlife Services 
• Indigent Support 
• Admin and Legal 
• Emergency Services 
• Planning, Zoning and 

Building Inspection 
• Weights & Measures 

Inspections 
• Personnel 
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Here is a list of some of the principal services financed by the General Fund. These are not all the services the County provides, but they do represent where most of our General Fund income gets spent. Those of you in the audience this evening have a handout with a little more detail on these services, and those of you at home can also download that handout from the County’s website. These are the services from which we need to come up with $2 million in ongoing reductions. That probably means reductions in the level of service provided in some of these areas.



What We Need from You 
• Ideas 

– How do we achieve $2 million in ongoing 
savings? 

• Priorities 
– If we have to get by with less, what can you 

live without? 
• Feedback 

– How can we best communicate with you on 
budget issues? 

• Participation 
– Willing to be part of focus group? 
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So we’re asking for your feedback tonight in four principal areas:

What ideas do you have for us?
We need to hear your priorities for these services.
We’d like to get a sense of how we can best communicate with you. We’ve launched some new technology in the County over the past two years, but we know that not everyone in the community has access to that technology. Please let us know what’s most effective for you.
We’d like to know if you’re willing to participate in evaluating our communications. Those of you in the audience this evening have a second sheet to the handout that you can tear off and leave with County staff at your location. If you downloaded the handout on line, you can e-mail your feedback to us.



How You Can Connect With Us 

• Tonight 
– In person: five locations 
– Twitter: @HCBudget 

• Through June 
– Open Humboldt Forum: 

www.co.humboldt.ca.us/openhumboldt/ 
– E-mail to cao@co.humboldt.ca.us 
– Public comment, Tuesdays at 1:30 
– Monday, June 16, public hearings 
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Finally, I want to remind you how you can contact County staff and Supervisors regarding the budget or other important issues. Tonight we’ll be receiving comments and questions live at our five meeting sites. Those of you at home can also tweet messages to us at Twitter handle @HCBudget.

On an ongoing basis, you can interact with the County through polling questions we post on the Open Humboldt Forum, through e-mail, or in person via public comment at the Board of Supervisors meetings.
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Now it’s time to hear from you. We are going to start your comments and questions by going to each of the sites and then to the Twitter account. After that, we’ll do a “popcorn” style as folks have additional questions or comments. We will be cutting off the Twitter questions at 7:30, so that we are able to get answers to as many questions as possible, and we will do a final round with an opportunity for each live site. If folks run out of questions or comments before 7:30, we may end early. If we do not get to all the questions by 7:45, we will be posting the questions and answers on the County’s website at www.co.humboldt.ca.us. Remember, the Twitter handle for questions and comments is @HCBudget. Let’s go first to Supervisor Bohn and see if there are questions in Scotia.
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