SUMMARY OF THE 2002-03 FINAL BUDGET

Introduction

The Final Budget of the County of Mendocino will guide all of the activities and programs of our
government until June 30, 2003. This document was adopted by the Board of Supervisors on September
17,2002. Absent special actions by the Board of Supervisors, expenditures of all County departments are
limited to those shown in this Final Budget.

The County and the State

The County of Mendocino was created by the State of California in 1850 and remains a political
subdivision, or unit, of the State. The County budget includes many programs, such as social services and
public health, which are mandated, regulated and partially funded by the State. The Board of Supervisors
has little say over the policy and administration of these programs.

Figure 1 illustrates all sources of County financing. The largest single source of County revenue, $88.40
million, is aid from the State and Federal Government.
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A look at the total County expenditures, Figure 2, demonstrates that approximately 48% of the total
County budget funds health and human service programs. According to the 2000 census, approximately
15.9% of our County residents live below the poverty line. One child out of every five in our County
lives in poverty.
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If we remove State and Federal funding from our picture, a very different budget is reveled. This is the
discretionary budget, or the budget that is primarily driven by the priorities and direction of the Board of
Supervisors. Within the discretionary budget, the County must still meet a variety of State and Federal
matching requirements. These include direct allocations of County funds to Foster Care, In-home
Supportive Services, and other programs. Maintenance of effort requirements related to criminal justice,
Temporary Assistance for Needy Families (Social Services) and other departments, and State imposed
mandates such as indigent health and general relief, also absorb County discretionary revenue.

Even with these matching requirements, discretionary appropriations, as shown in Figure 3, look very
different from our total budget appropriations (Figure 2). By far, the top priority of the Board of
Supervisors in terms of discretionary spending is public protection. Approximately one half of every
discretionary dollar is spent on public protection. Usage of discretionary dollars can be found as the last
line of Schedule 9 for a budget unit and is entitled “Net County Cost”.
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Sources of Discretionary Revenue

Figure 4 shows that sources of discretionary revenue are also substantially different from financing
sources of the total budget in Figure 1.
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Property tax accounts for 48% of the County’s discretionary revenue. Although the County assesses,
collects and administers property tax, each dollar in property tax is shared with various other
governmental jurisdictions. Almost two thirds of every property tax dollar benefits our school districts,
not the County. Please see Figure 5 for details.

Figure 5
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The County’s share of each property tax dollar has declined over time. In 1991-92, the County received
41.7 cents of every property tax dollar, compared with 29.84 cents in 2002-03. The State’s financial




problems of the recent past have been solved by shifting local property tax revenues to meet the
budgetary requirements of the State. In 2002-03, $10.4 million of the total County property tax receipts
will be shifted to the Educational Revenue Augmentation Fund of the State. Figure 6 shows trends for the
County’s receipts of secured and unsecured property tax.
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Sales tax is another important component to our discretionary revenues in the budget.
allocated according to where people shop, not where they live. As retail outlets concentrate in the cities,
some sales tax dollars shift from the County to cities. In Mendocino County, although two thirds of the
population lives in the unincorporated area, two thirds of the total sales tax revenue accrues to the cities.
Figure 7 shows the trends in the County’s share of the base one percent of sales tax.
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Details of all discretionary revenue sources can be found in this budget book under Budget Unit 1000

(Nondepartmental Revenue).



Conclusion

The 2002-03 Final Budget for the County of Mendocino indicates a slow economy mainly due to the
results of the 9-11-01 disaster. Though we did not enjoy a Fund Balance carryover as in previous years,
the County was able to maintain the present level of services in all departments. Next fiscal year is
showing indications of further reductions of our revenue sources. The County continues to maintain
adequate General Fund reserves while balancing the services required by our citizens. Difficult times are
ahead and Mendocino County must find ways to sustain our programs within the resources available.

Details of the Final Budget will give our citizens a better idea how the current economy affected the
revenues and expenditures for each department. The County remains committed to quality programs and
services to our citizens.

The Board of Supervisors will remain diligent in examining the various services we provide in order to
utilize the tax dollars given to us in the most effective manner.
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