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Overview

This report summarizes the status of the County’s Fiscal Year 2007-08 Operational
Plan, as measured by projected year-end fund balance. The projected fund balance
from current year operations for the General Fund is $88.1 million and for all
budgetary funds combined is $117.2 million.

This letter also recommends budget adjustments to make resource reallocations or to
fund various one-time projects. Among these adjustments are recommendations to
appropriate or transfer funds for augmenting capital projects (e.g., Escondido Creek
Acquisition, 1-122 Loss Allotment District 3 Acquisitions, Mt. Olympus Preserve
Improvements, San Luis Rey Master Plan, San Dieguito Park ADA Ballfield and Santa
Maria Creek Restoration), for erosion control services related to Firestorm 2007, for
Geographical Information Systems scanning and data conversion needs, for a document
management system for the Department of Planning and Land Use, to provide repairs
for McClellan-Palomar Airport, Gillespie Field, Ramona Airport, and Borrego Valley
Airport, to replace worn out audio equipment in the Ruffin Road Annex Hearing
Room, and for an information technology project for the Treasurer-Tax Collector. In
addition, the Board is asked to authorize the Auditor and Controller to reduce the fund
balance designation within the General Fund for Environmental Health to provide
funding for imaging, household hazardous waste and other one-time projects.

Recommendation(s)
CHIEF ADMINISTRATIVE OFFICER
1. Accept the Fiscal Year 2007-08 second quarter report on projected year-end
results.

2. Transfer appropriations of $120,000 from the District Attorney’s Office to the
Sheriff’s Department for expenditures associated with the Project Safe
Neighborhood Grant.
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Amend the Fiscal Year 2007-08 Airport Enterprise Fund Spending Plan in the
amount of $114,000, services and supplies, to provide funding for the repair of
the West Detention Basin at McClellan-Palomar Airport based on unanticipated
revenue from the Federal Emergency Management Administration ($61,068)
and fund balance available ($52,932).

Amend the Fiscal Year 2007-08 Airport Enterprise Fund Spending Plan in the
amount of $150,000, services and supplies, to provide funding for the Gillespie
Field Broadway Channel Repair based on unanticipated revenue from the
Federal Emergency Management Administration ($146,674) and fund balance
available ($3,326).

Amend the Fiscal Year 2007-08 Airport Enterprise Fund Spending Plan in the
amount of $14,293, services and supplies, to provide funding for the Ramona
Airport Taxiway Throat Repairs based on unanticipated revenue from the
Federal Emergency Management Administration.

Amend the Fiscal Year 2007-08 Airport Enterprise Fund Spending Plan in the
amount of $4,290, services and supplies, to provide funding for the Borrego
Valley Airport ditch work based on unanticipated revenue from the Federal
Emergency Management Administration.

Amend the Fiscal Year 2007-08 Airport Enterprise Fund Spending Plan in the
amount of $4,699, other charges, to provide funding for airport infrastructure
depreciation based on fund balance available.

Amend Fiscal Year 2007-08 Department of Public Works ISF Equipment
Acquisition - Inactive Waste Fund Spending Plan in the amount of $4,100,
services and supplies, to provide funding for depreciation expense based on
fund balance available.

Cancel appropriations and related revenue of $80,000 in the Inactive Waste Site
Management Fund due to cancellation of projects.

Cancel appropriations and related Operating Transfer from the Inactive Waste
Site Management Fund of $80,000 in the Capital Outlay Fund for Capital
Projects 1000281, Jacumba Il Burnsite Land Purchase ($50,000) and 1000282
Descanso Burnsite Land Purchase ($30,000), due to cancellation of the projects.

Establish appropriations of $20,140 in the East Otay Mesa Sewer Maintenance
District Fund for depreciation expense based on unanticipated revenue from
service to property owners. (4 VOTES)

Establish appropriations of $147,554 in the PRD 1015 Landavo Drive et al

Fund, other charges, for partial prepayment of principal balance on construction
loan based on unanticipated revenue from service to property owners
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($134,524) and fund balance available ($13,030). (4 VOTES)

. Cancel appropriations and related Operating Transfer from the General Fund of

$1,130,000 in the Capital Outlay Fund for Capital Project 1011474 - Open
Space Land Acquisitions, to provide funds for land acquisitions in Escondido
Creek watershed ($950,000) and 1-122 Loss Allotment District 3 Acquisitions
($180,000).

Establish appropriations of $1,130,000 in the Capital Outlay Fund for Capital
Project 1000249 — Escondido Creek Acquisitions ($950,000) and Capital
Project 1006234 — 1-122 Loss Allotment District 3 Acquisitions ($180,000),
based on an Operating Transfer from the General Fund. (4 VOTES)

Transfer appropriations of $350,000 from the Department of Parks and
Recreation, Professional and Specialized Services, to Contributions to Capital
Outlay Fund, Operating Transfer Out, to provide funds for Mt. Olympus
Preserve Improvements.

Establish appropriations of $350,000 in the Capital Outlay Fund for Capital
Project 1011952, Mt. Olympus Preserve Improvements, based on an Operating
Transfer from the General Fund. (4 VOTES)

Authorize the Auditor and Controller to discharge an accounts receivable of
$50,000 in the Capital Outlay Fund, from the Proposition 12 Roberti-Z’berg-
Harris grant, for project costs that will not be reimbursed by the State, for the
San Luis Rey Master Plan project.

Cancel appropriations and related Operating Transfer from the General Fund of
$50,000 in the Capital Outlay Fund for Capital Project 1008292, San Dieguito
Park ADA Ballfield, to provide funds for Capital Project 1000036, San Luis
Rey Master Plan.

Establish estimated revenue of $50,000 in the Capital Outlay Fund for Capital
Project 1000036, San Luis Rey Park Master Plan, based on an Operating
Transfer from the General Fund. (4 VOTES)

Establish appropriations of $50,000 in the Capital Outlay Fund for Capital
Project 1008292, San Dieguito Park ADA Ballfield, based on Proposition 12
Roberti-Z’berg-Harris grant funds. (4 VOTES)

Establish appropriations of $50,000 in the Valley Center Park Land Dedication
Ordinance (PLDO) Fund, Contributions to Other Agencies, to fund a Joint
Exercise of Powers Agreement (JEPA) with the Valley Center-Pauma Unified
School District based on fund balance available. (4 VOTES)

Establish appropriations of $20,000 in the Pauma PLDO Fund, Contributions to
Other Agencies, to fund a Joint Exercise of Powers Agreement (JEPA) with the
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Valley Center-Pauma Unified School District based on fund balance available.
(4 VOTES)

Establish appropriations of $25,000 in County Service Area (CSA) 81 -
Fallbrook Local Park District, services and supplies, to provide funds for
security improvements at Rainbow Park based on fund balance available. (4
VOTES)

Establish appropriations of $50,000 in the Department of Environmental
Health, services and supplies, to provide outreach and develop collection
infrastructure for universal waste based on unanticipated revenue from the
California Integrated Waste Management Board Household Hazardous Waste
Grant. (4 VOTES)

Authorize the Auditor and Controller to reduce the fund balance designation
within the General Fund for Environmental Health by $620,000 to provide
funding for various one time projects.

Establish appropriations of $620,000 in the Department of Environmental
Health, salaries and benefits ($100,000) and services and supplies ($520,000),
to fund various one time projects based on Environmental Health’s designation
with the General Fund. (4 VOTES)

Establish appropriations of $124,000 in the Farm and Home Advisor to adjust
salaries and benefits ($32,000) and services and supplies ($92,000) for various
unforeseen costs based on Land Use and Environment Group’s Fiscal Year
2006-07 fund balance available. 4 VOTES)

Establish appropriations of $2,400,000 in the Department of Public Works
General Fund, services and supplies, for erosion control services related to
Firestorm 2007, based on Land Use and Environment Group’s Fiscal Year
2006-07 fund balance available. (4 VOTES)

Establish appropriations of $500,000 in the Department of Public Works
General Fund, services and supplies, for Geographical Information Systems
scanning and data conversion based on Land Use and Environment Group’s
Fiscal Year 2006-07 fund balance available. (4 VOTES)

Establish appropriations of $100,000 in the Department of Planning & Land
Use, salaries and benefits, for temporary extra help to assist with
implementation of Oracle Financials in the Discretionary Permit program as
well as conversion efforts to the new solution based on Land Use and
Environment Group’s Fiscal Year 2006-07 fund balance available. (4 VOTES)

Establish appropriations of $30,000 in the Department of Planning & Land Use,
services and supplies, for monitoring activities associated with stormwater
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management plans based on Land Use and Environment Group’s Fiscal Year
2006-07 fund balance available. (4 VOTES)

Establish appropriations of $121,000 in the Department of Planning & Land
Use, services and supplies, for Public Hearing Room audio upgrades based on
Land Use and Environment Group’s Fiscal Year 2006-07 fund balance
available. (4 VOTES)

Establish appropriations of $100,000 in the Department of Planning & Land
Use, services and supplies, to develop a Purchase of Agricultural Conservation
Easement Program based on Land Use and Environment Group’s Fiscal Year
2006-07 fund balance available. (4 VOTES)

Establish appropriations of $40,000 in the Department of Planning & Land Use,
services and supplies, to support implementation of watershed clean-up events
based on Land Use and Environment Group’s Fiscal Year 2006-07 fund balance
available. (4 VOTES)

Establish appropriations of $4,000 in the Department of Planning & Land Use,
services and supplies, for computer costs for four Satellite Code Enforcement
Storefront offices based on Land Use and Environment Group’s Fiscal Year
2006-07 fund balance available. (4 VOTES)

Establish appropriations of $333,000 in the Department of Planning & Land
Use, services and supplies, for implementation of a document management
system based on Land Use and Environment Group’s Fiscal Year 2006-07 fund
balance available. (4 VOTES)

Authorize the reallocation of $19,000 in Housing and Community Development
Community Development Block Grant (CDBG) funds to the Borrego Springs
Christmas Circle Community Park Supplement from the CDBG Housing
Development Fund.

Establish appropriations of $565,000 in the Treasurer-Tax Collector, services
and supplies, for the one-time purchase of information technology hardware and
software based on over realized Banking Services Pooled revenue. (4 VOTES)

Establish appropriations of $80,000 in Media and Public Relations, services and
supplies, for asbestos removal and improvements of CAC room 043, project
#1011630 based on fund balance available. (4 VOTES)

Establish appropriations of $3,300.37 in the Capital Outlay Fund for Capital
Project 1005264, Santa Maria Creek Restoration, based on fund balance
available. (4 VOTES)
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Fiscal Impact

The funds for a portion of these requests are not budgeted. If approved, these actions
will cancel budgeted appropriations and the related sources of funding in the amount of
$1,340,000 and will establish additional appropriations of $7,154,376, resulting in a net
increase in appropriations of $5,814,376. Funding sources include General Fund Fiscal
Year 2006-07 fund balance, Federal Emergency Management Administration revenue,
Airport Enterprise fund balance, banking services pooled revenue, and miscellaneous
other sources.

Business Impact Statement
N/A

Advisory Board Statement
N/A

BACKGROUND:

FY 2007-08 Fund Balance Projections

For the General Fund, the second quarter projection of year-end fund balance from current year
operations is $88.1 million. The projected balance is a combination of expecting to end the year
with General Purpose Revenues above budget by $12.6 million, $48.3 million in net savings
from departmental operations, and $27.2 million in unspent contingency and management
reserves. The projected balance for all other funds combined is $29.1 million. Schedule A
summarizes the fund balance projections by Group and department. The Notes to Schedule A
explain variances from budget by department. Schedule B shows the projected General Fund
fund balance by Group split between operating and reserve balances. These projections are
based on actual experience through December 2007 and expected expenditures and revenues
through the end of the fiscal year.

As shown in Schedule A, the General Fund year-end fund balance projection of $88.1 million is
based on the estimate that expenditures will be a net $176.4 million less than budgeted in the
Fiscal Year 2007-08 Amended Budget, and revenues will be a net $88.3 million less than
budgeted in the 2007-08 Amended Budget. The Amended Budget consists of the Adopted
Budget plus encumbrances carried over from the prior year, plus year to date changes that have
been either approved by the Board or Chief Financial Officer where permitted. The projected
revenue under-realization to budget consists of both positive and negative variances. A positive
revenue variance of $18.8 million is expected in the following categories: taxes current property
($3.9 million), taxes other than current secured ($6.7 million), fines, forfeitures and penalties
(%$0.2 million), revenue from use of money and property ($4.7 million), miscellaneous revenue
($1.1 million), and the anticipated appropriation of fund balance in the Office of Emergency
Management ($2.2 million). The positive variances are offset by a $107.1 million negative
variance to budget in all other sources of revenues (substantially in intergovernmental revenues
and largely the result of expenditure savings in caseload driven programs but also notably in
Proposition 172 sales tax revenues).
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The lower than budgeted projected expenditures in the General Fund are primarily attributable to
the following:

e $33.9 million in appropriation savings from lower than budgeted salaries and employee
benefit costs due to turnover and ongoing recruitment challenges in select classifications.

e $64.4 million in appropriation savings in services and supplies across the County. In the
Health and Human Services Agency, savings are projected in contracted services (e.g., in
Behavioral Health Services for delays in Mental Health Services Act (MHSA), Homeless
Adult with Mental IlIness, Alcohol and Drug Service, savings in inpatient fee-for-service
costs, delays in contract implementation for SB 1448 (the Governor’s Health Care
Initiative), in emergency appropriations for bioterrorism, and in Information Technology
related transition savings.

e $45.0 million in appropriation savings in other charges primarily reflects lower than
budgeted caseloads and aid payments (e.g., for Child Care payments, CalWORKS,
Welfare to Work General Relief payments and in County Child Welfare Services for
Severely Emotionally Disturbed (SED), Foster Care, Aid to Adoptive Parents, and
KinGap due to caseload projections that are less than budget). In addition, savings from
reduced TRANS borrowing cost represents the balance of these appropriation savings.

e $4.6 million in appropriation savings in capital assets equipment primarily reflecting the
decision not to purchase additional voting units for the 2008 Election cycle.

e $2.2 million in appropriation savings from reduced operating transfers out to the In Home
Support Services (IHSS) Public Authority due to timely abatements received for health
benefits, and in the General Fund Contribution to Purchasing ISF due to a reduction in
the operating transfer out for the records management division.

e $17.0 million in contingency reserves that are projected to be unspent at year-end.

e $10.1 million in management reserves that are projected to be unspent across the groups
at year-end.

See the Notes to Schedule A for a description of significant variances by department.

The Economy
The U.S. economy's Gross Domestic Product (GDP) growth for 2006 was a revised 2.9%, versus

an adjusted 3.1% growth in 2005 and 3.6% in 2004. A GDP growth rate of 2.1% is forecasted for
2007. First quarter 2007 growth of 0.6%, was followed by 3.8% and 4.9% in the second and
third quarters of 2007. The fourth quarter advance GDP estimate of 0.6% was released on
January 30, 2008. Updated estimates, “advance figures,” for the fourth quarter will be released
on February 28, 2008. The fourth quarter increase in GDP reflected a positive contribution from
personal consumption expenditures, governmental spending, exports and non-residential
structures. This was largely offset by a negative contribution from private inventory investment
and residential fixed investment. The deceleration in real GDP growth in the fourth quarter
primarily reflected a downturn in inventory investment and deceleration in exports. Projected
growth for 2008 is 1.9%. The downturn in the housing market presents a continued drag for
2008. Ongoing risks facing the U.S. economy include the slowing housing market, the federal
budget deficit, relatively high core inflation, and continued volatility in oil prices.
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California's economy, like the U.S. economy, grew at a healthy rate in 2006. California payroll
jobs experienced growth of 1.9%; the job growth also contributed to real personal income
growth of 2.9%; and adjusted taxable sales grew 1.2%. The unemployment rate continued to
decline, dropping down to 4.9% in 2006, versus 5.4% in 2005, 6.2% in 2004, and 6.8% in 2003.

However, the housing boom, which was a major driver of both the California and U.S.
economies, has faded. "Housing construction/real estate™ slowing is contributing to overall
slowing in the growth of the State economy in 2007. The gross state product projected growth in
2007 is 3.9%, down from 4.2% in 2006, 3.8% 2005 and 4.9% in 2004. While wholesale and
retail trade, finance, professional and technical services, and administrative support contributed
to overall job growth in 2006, the slowing in the housing market is impacting construction and
finance jobs in 2007. For 2007, slower growth rates are estimated - job growth is projected at
1.3%, taxable sales will grow by only 0.2%, and personal income is anticipated to grow at 2.7%.

San Diego's economy has continued to enjoy economic stability in recent years. This is reflected
in the annual unemployment rate which was estimated at 4.5% for the 12-month period of
January 2007 through December 2007. This compares to a State of California unemployment
rate of 5.3% for the same period. San Diego’s unemployment rate continues to compare
favorably to both the US (4.6% in 2006 and the projected national rate of 4.6% for 2007 and
5.0% for 2008) and California unemployment rate (4.9% in 2006, and the projected California
rate of 5.3% for 2007 and 6.0% for 2008).

The slowing in “housing construction/real estate” at the national and state level is also being felt
regionally. The demand for housing in the County has slowed, and this can be seen from a
number of indicators: slowing in deeds recorded (down 19% for 2007 compared to 2006),
declining median housing prices (down 13% in the San Diego region for December 2007
compared to December 2006), drop in the numbers of homes sold in 2007 compared to 2006
(San Diego region is down 22.0%), increase in notices of default (up 115% for all of 2007
compared to 2006); and increase in foreclosure activity (foreclosure up 307% for 2007 compared
to 2006). Other trends that are being watched include the number of residential building permits
issued which saw a slight improvement in December 2007 compared to November 2007, and the
median number of days it took to sell a single-family home (the number of days in December
2007 was reported at 67.2 compared to 72.1 days for December 2006). Another small
improvement can be seen in the housing affordability index. The percentage of households that
could afford to buy an entry-level home in San Diego stood at 24% in November 2007, up from
23% in June 2007, and up from 21% in June 2006, while previously at 23% in June 2005.
Overall, however, slowing in housing is impacting the rate of San Diego’s regional growth and
employment and it is also contributing to slowing in the overall assessed value growth of all
taxable properties in the County.

California Budget Outlook

On January 10, 2008, the Governor released his Proposed 2008-09 State Budget. The State of
California’s Legislative Analyst provided an overview of the Governor’s plan on January 14,
2008. The State’s budget is severely constrained by a number of factors including
nondiscretionary programs, voter approved spending priorities and tax limitations. Further, the
revenues upon which it is dependent are highly sensitive to economic cycles as are all levels of
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government in this state. A declining economic outlook, sagging revenues, and rising costs have
created bleak prospects for the State’s current- and budget years.

The Governor identified a gap of $14.5 billion between revenues and expenditures and proposes
more than $17 billion in current and budget-year solutions to bring the state’s budget back into
balance. These budget-balancing actions include the issuance of additional deficit-financing
bonds, increased revenue accruals, delayed payments, and budget reductions across most state
programs. A number of these proposals would require legislative action in the current fiscal
year, which led the Governor to declare a fiscal emergency under the State Constitution and call
the Legislature into special session.

Impact of the Governor’s Budget on the County

Staff from across the five groups have been analyzing the potential impacts of the Governor’s
budget on the County. It is clear that the reductions would have negative impacts on County
operations, contract service providers, and clients. The State funds many County health and
social services programs, but also provides grants to help sustain library, environmental health,
transportation and public safety programs as well. It is too soon to speculate about the final
outcome of State budget talks, but staff will keep the Board updated as solutions begin to
emerge.

Impact of the Economic Slowdown on the County’s Budget

The downturn in the economy is having an effect on the County’s resources for locally funded
services as well. The County’s general purpose revenues are heavily dependent upon real estate
activity, so with the slump in the housing market, we are seeing a significant slowing of growth
in these revenues after a very rapid run-up in assessed values over a five year period beginning
in 2001. Consumer taxable spending is virtually flat on a statewide basis; consequently we’ve
seen a flattening in revenues that are dependent upon retail sales activity, particularly in the
Proposition 172 Public Safety Sales Tax account and in Health and Social Services Realignment.
Costs for services funded by these revenues continue to grow, however, creating a fiscal
challenge for the County. The County is fortunately in a better position than most other counties
to weather this slowdown because of our planning cycles, conservative spending and the fiscal
discipline inherent in our General Management System.

With respect to general purpose revenues for the current fiscal year, we are projecting to be
above budget by about $12.6 million. This overall positive amount is a combination of revenues
being above and below budget. Notable accounts that are above budget are secured property tax
revenues and property tax in lieu of vehicle license fees where we assumed a lower rate of
growth in the budget than has actually occurred. Revenues in these accounts are tied to the
assessed value (AV) of real property. For statutory reasons, the AV base for these two revenues
sources is slightly different; we assumed an AV increase of 7.5% for secured property, but the
actual increase was 9.96%. We assumed an AV increase of 7% for property tax in lieu of vehicle
license fees, but the actual increase was 9.25%. It is important to note here that there is a lag
between when the growth in AV occurs and when it is felt in the County’s budget. For the
current fiscal year, FY 2007-08, property tax revenues are a function of the change in property
values from January 1, 2006 through December 31, 2006. Calendar year 2006 produced a lower
rate of growth than each of the three preceding years (peaking at over 13% in 2004), but we’ve
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seen significantly more slowing during calendar year 2007. And while the Assessor will not
complete the assessment roll until June, 2008, our early estimates are that we will see a 6%
increase in AV over the prior roll and that value will determine our secured property tax
revenues for FY 2008-09.

General Purpose Revenues that are projected to be below budget this fiscal year include Current
Supplemental Property Taxes and Real Property Transfer Taxes. These revenue sources reflect
more current levels of real estate related activity. In both cases, budgeted revenue for this year
was below FY 2006-07 actuals (approximately $2.0 million in each case) in anticipation of a
further slowdown. Data to this point in time suggest that we will end the year about $4.1 million
under budget for Current Supplemental Property Taxes and about $2.0 million under for Real
Property Transfer Taxes. This data also reinforces our expectation of lower overall property tax
growth for Fiscal Year 2008-09 and probably FY 2009-10 as well.

Proposition 172 revenues, as noted above, have also been affected by the slowdown in the
economy. They are dependent on a combination of statewide retail sales activity and on San
Diego County’s share of that activity. The State had estimated a growth in retail sales of about
5%, but instead sales have been flat. The County’s Proposition 172 revenue was budgeted for
the current fiscal year to be about 4.8% above the FY 2006-07 budgeted (and estimated actual)
level. Towards the end of FY 2006-07, however, sales tax revenues stagnated and they have
remained generally below prior year levels through December 2007. Consequently we are now
projecting Proposition 172 revenues to be below its budget of $249.9 million by $13.0 million to
$18 million, which will put a strain on the budgets for the Sheriff, District Attorney and
Probation this year. Most of the shortfall can be absorbed in the current fiscal year with available
fund balance or management reserves, but if retail sales do not begin an upward trend soon, it
may be necessary to increase the allocation of general purpose revenues to these departments to
sustain ongoing essential services.

Realignment revenues, budgeted at $323.4 million, are used to fund certain public health, social,
and mental health services. They are derived from sales tax and vehicle license fees, so like
Proposition 172 revenues, they too have been negatively impacted by the economic downturn.
The current estimate is that we will finish the year with realignment revenues being below
budget by about $10.0 million or at about the same total level as FY 2006-07 actual revenues.
Similar to the situation with Proposition 172 revenues, our strong fiscal position will enable us to
absorb the shortfall in the current year, but depending upon demand for services, a continued
slump in this funding source may result in a new area of competition for general purpose
revenues.

With expectations for a decreased rate of growth in general purpose revenues, flattening special
purpose revenues, and the high probability that the State will be cutting funding to counties for
various services, we are likely to face a more difficult priority setting process for the County
than has been the case in the recent past.

FY 2007-08 Budget Adjustments
The budget adjustment recommendations in this letter are explained below.
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Recommendation 2

This request will transfer appropriations of $120,000 from the District Attorney’s Office to the
Sheriff’s Department for expenditures associated with the Project Safe Neighborhood (PSN)
Grant. On January 19, 2007 (3), the Board approved the application and acceptance of PSN grant
funds. The District Attorney's Office is the fiscal agent for the PSN Grant and was appropriated
the grant funds. The PSN Committee subsequently approved the transfer of grant funds to the
Sheriff’s Department to support their participation in the North County and East County Gang
Task Forces whose goal is to combat street gang violence. Funds will be used for overtime and
supplies for personnel.

Recommendation 3

This recommendation amends the Fiscal Year 2007-08 Airport Enterprise Fund’s Spending Plan
by $114,000 to provide funding for the West Detention Basin at McClellan-Palomar Airport
based on the September 07, 2007 FEMA Time Extension Request, Department of Public Works
project #2161, Disaster ##FEMA-1577 DR-CA, Office of Emergency Services I.D. #073-99073-
01. The work will be performed through the County’s Job Order Contract (JOC). All funds are
reimbursable through Federal Emergency Management Administration ($61,068) and Airport
Enterprise Fund’s fund balance available ($52,932). This project lies within the Airport’s
property boundary. The basin is at the western property line near one of the airport’s low points
directly upstream of a neighboring property owner. The basin serves as a storm water
sedimentary trap and a filtering device.

Recommendation 4

This recommendation amends the Fiscal Year 2007-08 Airport Enterprise Fund’s Spending Plan
by $150,000 to provide funding for the Gillespie Field Broadway channel repairs. This is based
on the September 07, 2007 FEMA Time Extension Request, Department of Public Works project
#2083, Disaster ##EMA-1577 DR-CA, Office of Emergency Services 1.D. #073-99073-01. The
work will be performed through the County’s Job Order Contract (JOC). All funds are
reimbursable through Federal Emergency Management Administration ($146,674) and Airport
Enterprise Fund’s fund balance available ($3,326). The project is near the southern boundary of
Gillespie Field Airport. The portion of this drainage channel within the Airport’s property
boundary is a non-vegetated earthen channel. During the heavy rain storms between December
27, 2004 and January 11, 2005, heavy erosion impacted approximately 2,200 feet of the
Broadway Channel. Work includes grubbing, reestablishing the original flow line, and
reconstructing eroded slope areas.

Recommendation 5

This recommendation amends the Fiscal Year 2007-08 Airport Enterprise Fund Spending Plan
by $14,293 to provide funding for the Ramona Airport’s taxiway throat repairs based on the
September 07, 2007 FEMA Time Extension Request, Department of Public Works project
#2366, Disaster ##FEMA-1577 DR-CA, Office of Emergency Services 1.D. #073-99073-01. The
work will be performed through the County’s Job Order Contract (JOC). All funds are
reimbursable through Federal Emergency Management Administration. Ramona Airport
Taxiway throats became flooded during the heavy rains of December 27, 2004 and January 11,
2005. The heavy floods caused the asphalt in the throat areas to crack under aircraft loading.
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These throat areas provide access to the runway for the Cal Fire Aircraft during times of
emergencies. The proposed repairs include saw cutting away cracked portions of asphalt,
reestablishing the sub-grade and repaving the asphalt sections.

Recommendation 6

This recommendation amends the Fiscal Year 2007-08 Airport Enterprise Fund’s Spending Plan
by $4,290 to provide funding for the Borrego Valley Airport ditch work based on FEMA
Reimbursement letter dated September 07, 2007 FEMA Time Extension Request, Department of
Public Works project #2164, Disaster ##FEMA-1577 DR-CA, Office of Emergency Services I.D.
#073-99073-01. The work has been completed by Borrego Road Crew. All funds are
reimbursable through Federal Emergency Management Administration. During the storms of
December 27, 2004 and January 11, 2005, the entrance of the airport and several hangars were
flooded due to sedimentation of a drainage ditch near the airport entrance. County’s Borrego
Road Crew staff was used to remove the sedimentation in the ditch to reestablish the original
flow. The cost to remove the sediment and reestablish the flow was $4,290 utilizing the Borrego
Road Crew.

Recommendation 7

This recommendation amends the Fiscal Year 2007-08 Airport Enterprise Fund’s Spending Plan
by $4,290 to provide funding for unexpected depreciation costs in airport infrastructure related to
the Fallbrook drainage project at Fallborook Community Airpark and construction of a service
road at Ramona Airport based on their fund balance available.

Recommendation 8

This recommendation amends the Fiscal Year 2007-08 Department of Public Works ISF
Equipment Acquisition - Inactive Waste Fund Spending Plan by $4,100 for unanticipated
increase in depreciation expense based on their fund balance available. The depreciation expense
for two used vehicles utilized by new staff was higher than anticipated.

Recommendations 9 & 10

These recommendations cancel appropriations of $160,000 in the Inactive Waste Site
Management Fund ($80,000) that was set up for purchases of the Jacumba and Decanso burn
sites and in the Capital Outlay Fund for Capital Projects 1000281, Jacumba Il Burnsite Land
Purchase ($50,000) and 1000282 Descanso Burnsite Land Purchase ($30,000). Landfill
Management received grant funding from the California Integrated Waste Management Board to
perform final closure of the Jacumba burn site, however, the purchase of land is not necessary
with this final closure. In addition, Landfill Management is not pursuing the purchase of the
Decanso Burnsite. Therefore, the appropriations for these two capital projects can be cancelled.

Recommendation 11

This recommendation establishes appropriations of $20,140 in East Otay Mesa Sanitation
District for depreciation expenditures related to equipment, structures, infrastructure, and
wastewater sewer conveyance system.

Recommendation 12
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This request will establish appropriations of $147,554 in PRD 1015 Landavo Drive Et Al Fund
for partial prepayment on a construction loan. Property owners within Permanent Road Division
1015 have indicated their desire to partially prepay the principal balance of their construction
loan in order to shorten its term from ten years to approximately seven years, which will result in
savings of nearly $39,000 in interest expense. Property owners remitted $13,030 to the
Department of Public Works during Fiscal Year 2006-07 and $134,524 on December 15, 2007.
The total amount of remittances was unknown during the budget process, therefore, this action
will increase the budget for the prepayment of the loan.

Recommendations 13 & 14

On October 24, 2007 (17), the Board approved the purchase contract for the Greer property in
the amount of $675,000. The purchase was completed in January, 2008 at the contract amount
and other related costs such as escrow fees and stewardship costs. On January 9, 2008 (6), the
Board approved the purchase contract for the Val Sereno property in the amount of $1,360,000.
Funds for the acquisition of both properties were appropriated in Capital Project 1000249 —
Escondido Creek. However, after the purchase of the Greer property in January, there were not
enough remaining appropriations in the Capital Project to purchase both properties at the
contract amount and other related costs. On January 9, 2008 (6) the Board approved the transfer
of appropriations of $180,000 from Capital Project 1006234 — 1-122 Loss Allotment, District 3
Acquisitions to Capital Project 1000249 — Escondido Creek in order to complete the Val Sereno
purchase. At the time it was not known that funding from Capital Project 1011474, Open Space
Land Acquisitions was available for the open space purchase of the above two properties in
District 3. These actions will restore $180,000 to the 1-122 Loss Allotment, District 3
Acquisitions. In addition, $950,000 is being transferred from Capital Project 1011474, Open
Space Land Acquisitions to Capital Project 1000249 — Escondido Creek for the purchase of
future properties in the Escondido Creek Watershed area.

Recommendations 15 & 16

These requests will transfer appropriations of $350,000 from the Department of Parks and
Recreation to Capital Project 1011952, Mt. Olympus Preserve Improvements which will be used
to plan and implement park improvements to allow public access to the 711-acre Mt. Olympus
Preserve in Pala. Planning will include analyzing existing structures and hazardous materials
testing, and cultural and biological determinations. Improvements include rehabilitating an
existing road into a pathway and demolition and removal of existing buildings and hazards.
Additional park improvements include a staging area, signage, benches, kiosk, fencing and gates,
trailheads, and related public safety and resource conservation activities.

Recommendations 17 - 20

On May 5, 2004 (10), the Board approved the transfer of $50,000 Prop 12 Roberti-Z’berg-Harris
grant funds from Capital Project 1000256, Bonsall Park Site Acquisition to Capital Project
1000036, San Luis Rey River Park Planning/Development project. Prior year expenditures of
$50,000 were incurred in the San Luis Rey River Park capital project and an accounts receivable
was established. Although the grant application was originally approved by the State, project
costs were subsequently denied. The State determined that Master Plan expenses are not eligible
for reimbursement. However, the State will allow the substitution of another capital project for
this grant. The Department of Parks and Recreation has identified Capital Project 1008292 San
Dieguito Park, ADA Ballfield as the capital project eligible for the Prop 12 Roberti-Z’berg-
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Harris $50,000 grant funds. Phase | has been completed and these expenditures will be
submitted to the State for reimbursement. These requests will discharge the accounts receivable
in Capital Project 1000036, San Luis Rey River Park, then an accounts receivable will be
established in Capital Project 1008292, San Dieguito Park, ADA Ballfield based on Prop 12
Roberti-Z’berg-Harris grant revenue. Capital Project 1000036, San Luis Rey River Park will be
funded with general fund revenue that was previously budgeted in Capital Project 1008292, San
Dieguito Park, ADA Ballfield. Capital Project 1008292, San Dieguito Park, ADA Ballfield will
be funded by Prop 12 Roberti-Z’berg-Harris grant funds.

Recommendations 21 & 22

On September 20, 2006 (17), the Board approved a JEPA with the Valley Center-Pauma Unified
School District in the amount of $70,000 ($50,000 funded with Valley Center PLDO funds and
$20,000 funded with Pala/Pauma PLDO funds) to fund a portion of the construction costs for the
new Performing Arts Center at Valley Center High School. The requested action will budget
funding in the current fiscal year based on the PLDOs fund balance available.

Recommendation 23

In response to vandalism at Rainbow Park in Fallbrook, Sheriffs Department staff has indicated a
need for additional security measures to be taken at the park. The requested action appropriates
$25,000 from CSA 81 Fund Balance to provide for items such as fencing, lighting, gates and
signage, as well as installation of security camera equipment. The requested funding will be
used to purchase as much of the needed equipment as funding will allow.

Recommendation 24

This request will establish appropriations of $50,000 in the Department of Environmental Health
based on unanticipated revenue from the California Integrated Waste Management Board
Household Hazardous Waste grant. On May 16, 2007 (6), the Board approved the application
for and acceptance of this grant. The grant was awarded in October 2007. Grant funds will be
used to plan, coordinate, develop, and expand specific programs for the collection and recycling
of universal waste and home-generated medical sharps in the unincorporated areas of the county.

Recommendations 25 & 26

On February 24, 2004 (23), the fund balance designation for the Department of Environmental
Health (DEH) was established. This designation ensures that revenue from fees and permits over
the cost paid by Environmental Health customers are used only to fund fee-related expenses in
DEH. This request will establish appropriations of $620,000 in the Department of Environmental
Health to fund data imaging contract costs with Anacomp ($100,000), salaries and benefits cost
to prepare files for imaging ($100,000), various Northrop Grumman work requests ($100,000),
Household Hazardous Waste Temporary Collection Events ($220,000), a consultant contract to
review the Food Safety Program ($50,000), and to purchase lock boxes for public swimming
pool keys for inspector access ($50,000). If approved the remaining balance in this fund balance
designation will be $6,491,3009.

Recommendation 27

This request will make budgetary corrections in the Farm and Home Advisor program. When the
budget was developed a negative adjustment was made in error to the salaries and benefits
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account ($32,000). Additional funds are also being provided to pay for other unforeseen costs
such as $37,000 for Shared Major Maintenance and lease costs negotiations and $55,000 in
additional IT Northrop Grumman costs. This action will correct the error and ensure the
necessary funds are available to pay for the additional unbudgeted cost.

Recommendation 28

This recommendation increases appropriations of $2,400,000 in the Department of Public Works
General Fund for erosion control related services being performed by County staff, contractors,
and California Conservation Corps crews to install emergency protective measures. On October
22, 2007, shortly after the Harris, Witch Creek, Rice Canyon, and Poomacha wildfires began, the
Department of Public Works entered into a $100,000 public exigency contract with GeoSyntec
Consultants to identify flood and erosion hazards caused by the fires, engineer appropriate
emergency protective measures, and provide engineering expertise guiding installation of
protective measures before winter storms threaten public health and safety. On November 7,
2007 (18), the Board authorized the Director, Department of Purchasing and Contracting, to
execute a sole source agreement with GeoSyntec Consultants for an amount of $900,000 to
identify flood and erosion risks caused by the 2007 wildfires and engineer protective measures.
Also on November 7, the Board appropriated $1,100,000 to begin placement of identified
erosion control measures on private property. GeoSyntec identified several residential areas
where homes were at high risk for water damage due to flooding and/or debris flows. After
GeoSyntec completed its full analysis of the burned areas, the estimate to complete all the
necessary erosion control work is approximately $4,400,000 for erosion control services.
Included in this estimate is the cost for emergency flood protection and erosion control measures
such as the placement of sandbags, fiber rolls, gravel bags, hydraulic stabilization mulch, bonded
fiber matrix, k-rails, rock fencing, etc. in the unincorporated areas of the County. This project
was an emergency response to provide for the restoration and protection of properties and
roadways from immediate threats as a result of the October 2007 Harris, Witch Creek, Rice
Canyon, and Poomacha fires. Reimbursement for these costs is being sought from Federal
Highway Administration (FHWA), National Resources Conversation Service (NRCS) and
Federal Emergency Management Administration (FEMA).

Recommendation 29

This recommendation will increase appropriations by $500,000 in the Department of Public
Works (DPW) for costs related to improving the Geographical Information System. DPW has
numerous asset management needs for managing facilities and programs across the County, and
these items can best be managed through the use of Geographical Information Systems (GIS)
technology. DPW has identified several GIS layers for flood control facilities, bikeway
facilities, and loss mitigation accident tracking. Flood control asset management will indicate
when required improvements and upgrades will be required, and having GIS information
available that tracks flood control facilities will help significantly with response times during
very large rain events. Bikeway facilities need to be coordinated between jurisdictions and
require enhanced asset tracking for more efficient striping and signage maintenance. For loss
mitigation, tracking accident information can provide historical evidence during litigation. All of
these uses for GIS will integrate with current GIS-based asset tracking systems, including the
recently converted County maintained roads network.
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Recommendation 30

This recommendation will increase appropriations by $100,000 in the Department of Planning &
Land Use for needed temporary extra help. The Department of Planning and Land Use provides
cashiering & banking services for various Land Use and Environment Group departments, and
customer service for over 8,800 Developer Deposit (DD) accounts. Additional staff is required
temporarily to perform various tasks such as reconciling and balancing the DD Trust fund of
approximately $40 million; reconciling bank accounts, suspense accounts, credit card charges,
and returned warrants; processing escheatments, conversion error corrections, ownership
changes, funds transfers, and verifying accuracy of monthly statements until a better solution can
be developed and implemented as ORACLE Financials are fully implemented and integrated
into departmental functions. The new solution should be developed and implemented within the
next two fiscal years.

Recommendation 31

Implementation of the Municipal Stormwater Permit requires the installation and ongoing
inspection of post-construction best management practices (BMPs) for most development
projects approved within County boundaries. The purpose of installing post-construction BMPs
is to mitigate any water quality impacts caused by development through structures, devices, or
project site features that filter, detain, or otherwise treat runoff from the site. Detailed tracking of
installed BMPs is necessary for the purposes of maintaining compliance with new stormwater
regulations and managing the post-construction BMP inspection program. Funding in the
amount of $30,000 will be used to upgrade our existing KIVA permit system to monitor this
requirement.

Recommendation 32

The audio distribution system in the Public Hearing Room was installed in the 1980’s. Much of
the outdated equipment only works intermittently and is beyond repair. This request will
provide funding in the amount of $121,000 to update and upgrade the equipment including an
audiovisual streamlining encoder to broadcast meetings on the Internet. This will allow internal
and external customers to listen to Planning Commission and Zoning Administrator meetings
without driving to the Kearny Mesa Office. In addition, this site has been chosen by the Board
of Supervisors as a back-up for Board meetings as part of the Business Continuity Plan.

Recommendation 33

This recommendation will increase appropriations by $100,000 in the Department of Planning &
Land Use for costs related to the development of a Purchase of Agricultural Conservation
Easement Program (PACE). PACE provides a mechanism for identifying agricultural lands of
importance from an agricultural, economic, conservation and/or community character standpoint
and will be used to facilitate the implementation of the North County Multiple Species
Conservation Program (MSCP). The program is important to attract and direct potentially
millions of dollars of state and federal funding toward the purchase of farmlands. Due to the
unique nature of agriculture in San Diego (more associated with climate than soil resources)
adequate models for such a program do not exist. Engagement of an expert in the development
of a local PACE program ensures that the mechanics and infrastructure of the program are
appropriate and technically viable.
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Recommendation 34

This recommendation will increase appropriations by $40,000 in the Department of Planning &
Land Use for support costs related to the implementation of watershed clean-up events. The
implementation of watershed clean-up events to reduce trash and bacteria loadings in the
County’s waterways is mandated by the California Regional Water Quality Control Board
Municipal Permit. Objectives for the trash and debris clean-up events are to identify and
prioritize trash problem areas in the unincorporated County, conduct the necessary clean-ups and
quantify the trash being removed. By conducting these clean-up activities the County is
effectively reducing the amount of pollutants that have the potential to enter into the receiving
waters and enhancing beneficial uses of waterways in the County of San Diego.

In addition, these events are often marketed through a variety of media that stress the importance
of keeping litter and debris from spoiling the region’s watersheds and encourage the public to be
active and aware of the importance of pollution prevention. This project is being coordinated
between Department of Planning and Land Use, Department of Public Works, Department of
Environmental Health and the Land Use and Environment Group Water Issue Core Group.

Recommendation 35

This recommendation will increase appropriations by $4,000 in the Department of Planning &
Land Use for costs related to four Satellite Code Enforcement Storefront offices will be opening
in Fallbrook, Ramona, Spring Valley and Bonita. The Storefront locations will be staffed one
day per week for an eight (8) hour period. The purpose of the Storefronts is to provide a
presence in the communities that have 1) an increased level of concerns regarding code
enforcement issues and 2) high incidences of reported zoning and regulatory violations.
Storefront locations will benefit the community by serving as a satellite County office which will
provide easy access to assistance, guidance or other related code enforcement services. A
community outreach program will coincide with the opening and information will be
disseminated through local service groups, community organizations, planning groups and the
Code Enforcement website to promote this opportunity. Funds will be used for computers and
related IT costs for the Code Enforcement Storefront Offices.

Recommendation 36

This recommendation will increase appropriations by $333,000 in the Department of Planning &
Land Use for costs related to the implementation of a document management system. The
Department of Planning and Land Use has completely expended all existing filing space.
Implementation of a document management system will achieve a reduction in the time spent by
Land Use and Environment Group staff on the permitting process, reduces physical storage
space, reduce loss of and damage to documents, improve business continuity, improve research
capability for staff and the public and apply version control to all documents. This effort is for
conversion of existing Department of Planning and Land Use files. On-going costs associated
with files from this point forward will be built into the fee ordinance and offset by permit fee
revenue.

Recommendation 37
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On April 24, 2007 (7), the Board approved Community Development Block Grant (CDBG)
funding in the amount of $38,000 for design and construction of accessible improvements at
Christmas Circle Community Park in Borrego Springs. Christmas Circle Community Park has
requested $19,000 in supplemental CDBG funding due to unanticipated additional construction
costs related to installation of an accessible pathway. Therefore, in order to allow construction
to proceed, it is recommended that $19,000 be reallocated from the CDBG Housing
Development Fund for the Borrego Springs Christmas Circle Community Park Supplement, for
total project funding of $57,000.

Recommendation 38

This request is to establish appropriations of $565,000 in the Treasurer-Tax Collector’s Office
based on Banking Services Pooled Revenue. Pursuant to Government Code Section 27013, the
treasurer may deduct from interest or income, the actual administrative cost of investing,
depositing or handling of funds. This will fund the administrative cost of one-time purchases of
information technology hardware and software to support current business requirements. The
hardware and software includes an infrastructure in support of the Continuity of Operations Plan
of the Treasury Accounting and Investments; specialized software that will provide advanced
analytical tools for measurement and assessment of potential investment decisions for the
County Pool; and upgrade of accounting and investments portfolio management software.

Recommendation 39
This recommendation will appropriate $80,000 in Media and Public Relations for asbestos
removal of CAC room 043 for major maintenance project #1011630 based on their fund balance
available. The asbestos removal is required to meet health and safety standards and is being
performed at this time due to the replacement of video production equipment utilized by Media
and Public Relations.

Recommendation 40

On May 15, 2007 (18), the Board approved the cancellation of appropriations in the Capital
Outlay Fund for Capital Project 1005264, Santa Maria Creek Restoration, due to project
completion. Expenditures in the amount of $3,300.37 which related to construction management
services for the Santa Maria Creek Restoration project were incurred during Fiscal Year 2007-
08. This request will appropriate funds based on the Capital Outlay Fund’s fund balance
available to align the budget with the associated expenditures.

Linkage to the County of San Diego Strategic Plan

The County of San Diego is fully committed to using its resources to meet the highest priority
needs of its residents as identified in the Fiscal Year 2007-08 Budget and outlined by our three
Strategic Initiatives — Kids, the Environment, and Safe and Livable Communities.

Respectfully submitted,

WALTER F. EKARD
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Chief Administrative Officer
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