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Good Morning Chair Frerichs and Board of Supervisors, Laura Liddicoet, Chief Budget Official here today to provide an overview of the Preliminary Budget Outlook and our proposed budget principles to guide the 2024-5 budget development. 
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Interest rates have peaked, labor market
still strong but housing market is in recession

Maijor revenues reflect modest but slowing
growth

Cost drivers, particularly labor, are growing
at a higher rate

State projecting $38 billion deficit
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Our first preliminary look at major on-going revenue sources show slowing growth in property tax revenue, general sales tax, and realignment. Fortunately, sources are still growing but much lower than previous years.   Initial projections for property tax estimate a 4% growth (or about $2.9million) which is largest discretionary revenue source.  an estimated growth of 4.4% or $239k for the County’s portion of general sales tax. While there is anticipated statewide growth in Prop 172, of the Public Safety Half-Cent Sales Tax, Yolo County’s allocation factor is projected to reduce next year, keeping 172 revenues flat. County realignment growth is expected to be consistent with statewide growth at 5.26%. While this an improvement in key revenue sources that sustain public safety and health and welfare services, cost drivers are continuing to grow faster. 

The County experienced a significant budget increase as we adjusted our compensation philosophy to 100% of market. We are still adjusting to that, and to the subsequent equity adjustments as compensation studies are completed by various bargaining units.  We are also anticipating an increase in negotiated cost of living increases which could cost the county approximately $5 million.  Pension rates are increasing approximately 1% Miscellaneous and 3.71 percent for Safety. These increases are due to CalPERS investment losses of 6.1% in fiscal year 2021-22 It should be noted that these required contribution rates are expected to continue increasing over the next several fiscal years.  The Budget also assumes we maintain our proactive prefunding programs for pension and OPEB. 

The State budget still has opportunities however the State is projecting a $38 billion budget deficit. Solutions to balance the state budget include reductions to the Local Library Infrastructure Grant program, delays in funding to various programs, including the Transit and Intercity Rail Program, and reductions to climate resilience and adaptation programs.  Staff are closely monitoring these proposed reductions and will update the Board as the state budget process moves forward. At the federal level, we are still completing programming of our of ARP funds, but as the Board is aware, that funding source is reaching its conclusion. There may be additional opportunities related to the Infrastructure Investment and Jobs Act and grants from any number of funding sources.  Staff are actively pursuing researching those opportunities and will provide updates to the Board once they are available. 
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The Budget Principles have been established in county financial polices, to reflect best budgeting practices and provide the foundation for the annual budget development.  Some of the best practices include: 
a structurally balanced budget, 
to fund on going expenditures with on going revenues 
and the general fund should be the fund of last resort.  

As directed by the Board, staff will be working to prioritize funding for programs and projects that support the County’s Climate Action and Adaptation Plan (CAAP) and further the County’s goal of achieving net-negative emissions by 2030.  Additionally, staff will also be working to ensure the increased cost of labor is incorporated into this budget. 

Other key budget principles include:
taking advantage of State and Federal fund opportunities, (State funding opportunities expected to be more limited this year as the state budget is starting with a $38 billion deficit). Still federal opportunities to program remaining ARP funds, and seek infrastructure funding primarily through Infrastructure Investment and Jobs act and Inflation Reduction Act. 
Continue to make prudent steps to fund reserves and contingencies and take a balanced view as we moved forward to both deal with short term cost challenges but if possible prepare for future economic challenges. 

While it has not been included on the slide, funding recommendations shall reflect the Boards strategic prioritizing, while recognizing the need to pivot with the new strategic plan intended for adoption this year.  

County departments are also encouraged to: 
reduce their net county cost through operational efficiencies, 
maximize the use of special revenue funds, 
identify grant opportunities and achieve full cost recovery for county provided services. 
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For many departments, the budget development process has already started.   Months of planning and calculations will wrap up on  Feb 23rd when departments will be asked to submit their requested budgets.   

On the screen we have listed key budget touch point with the board that start today. Upcoming some of the additional dates are as follows: 

We’ll be back before the board on February 27 to share how our current budget is progressing in the mid-year update and any amendments needed. 

On March 11 and 12 we will have the Board of Supervisor Budget Workshops which will include presentations from each department highlighting: 

Budget overview (funding sources, programs, FTE)
Current year accomplishments, 
emerging issues, 
goals for FY24-25
and long range goals.  
Gives an opportunity for board to examine department programs and budgets and surface interests.

On April 23rd we will return to the Board with a budget development update and seek direction as needed on budget balancing solutions. The nature of the solutions will depend on level of resources and the size of any budget gap that we are trying to address. 

On June 1, the Budget document known as our Budget Book is expected to be released to provide sufficient time for the board and community to review. 

Following the release of the budget book, we’ll ensure that Supervisors are up to speed on all the items included and decisions made in the recommended budget to prepare for the budget hearing. 

And on June 11th we will return with a balanced Recommended Budget proposal for Board approval.
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This concludes my presentation.   After any questions, staff requests the Board to receive the report on the preliminary budget outlook and recommends approval of 2024-25 Budget Principles.
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