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MANAGEMENT’S
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It is presented as required supplementary information for the benefit of the readers of the Comprehensive Annual
Financial Report.

3

Management’s Discussion & Analysis (Unaudited)
This section of the County of Riverside’s (the County) Comprehensive Annual Financial Report presents a narrative
overview and analysis of the County’s financial activities for the fiscal year ended June 30, 2014. We encourage
readers to consider the information presented here in conjunction with the Letter of Transmittal beginning on page v
and the County’s basic financial statements which begin on page 23.

FINANCIAL HIGHLIGHTS
•

At the close of fiscal year 2013-14, the County’s assets and deferred outflow of resources exceeded its
liabilities and deferred inflow of resources by $4.6 billion (net position). The net position included $690.2
million of unrestricted resources, which may be used to meet the County’s ongoing obligations to citizens
and creditors; $596.4 million of restricted resources, which is required by external sources or through
enabling legislation to be used for specific purposes; and $3.3 billion is net investment in capital assets.

•

As of June 30, 2014, the County’s governmental funds reported combined fund balances of $1.1 billion, a
decrease of $52.2 million in comparison with the prior year. Approximately 19.1% of this amount ($203.4
million) is available for spending at the County’s discretion (unassigned fund balance).

•

At the end of the current fiscal year, unrestricted fund balance (the total of the committed, assigned, and
unassigned components of fund balance) for the general fund was $244.0 million, or approximately 9.9%
of total general fund expenditures.

•

$231.2 million increase in capital assets net of accumulated depreciation resulted from addition of
equipment purchases, acquisition of building and land, and completion of various projects related to roads
and storm water drains.

•

$21.6 million increase in outstanding long-term debt resulted mainly from bond issuance and net of
scheduled retirement of outstanding debts.

OVERVIEW OF THE FINANCIAL STATEMENTS
This management’s discussion and analysis (MD&A) is intended to serve as an introduction to the County’s basic
financial statements which are comprised of the following three components: (1) Government-wide Financial
Statements, (2) Fund Financial Statements, and (3) Notes to the Basic Financial Statements.
In addition to the basic financial statements, Required Supplementary Information is included to provide additional
detail to support the basic financial statements.
Government-wide Financial Statements are designed to provide readers with a broad overview of County finances
in a manner similar to a private-sector business.
The statement of net position presents financial information on all of the County’s assets, liabilities, deferred
inflow/outflows of resources, with the difference reported as net position. Over time, increases or decreases in net
position may serve as a useful indicator of whether the financial position of the County is improving or declining.
The statement of net position in summary can be found on page 7, and in more detail on page 23.
The statement of activities, presented on page 9 in summary and on pages 24-25 in detail, provides information
showing how the County’s net position changed during the most recent fiscal year. All changes in net position are
reported as soon as the underlying event giving rise to the change occurs, regardless of the timing of the related cash
flows. Thus, revenues and expenses are reported in this statement for some items that will result in cash flows in
future fiscal periods. For example, property tax revenues are recorded when accrued but not yet collected, and when
expenditures for compensated absences are accrued, but not yet paid.
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Both of these government-wide financial statements distinguish functions of the County that are principally
supported by taxes and intergovernmental revenues (governmental activities) from other functions that are intended
to recover all or a significant portion of their costs through user fees and charges (business-type activities). The
governmental activities of the County include general government, public protection, public ways and facilities,
health and sanitation, public assistance, education, and recreation and cultural services. Governmental activities
include five major funds, twenty nonmajor funds, and a representative allocation of the County’s internal service
funds. The five major governmental funds are the general fund, flood control special revenue fund, transportation
special revenue fund, teeter debt service fund, and public facilities improvements capital projects fund. The
business-type activities of the County include three major enterprise funds, and two nonmajor funds. The major
enterprise funds are the Regional Medical Center (RMC), Waste Management, and Housing Authority.
The government-wide financial statements also provide information regarding the County’s component units,
entities for which the County (the primary government) is considered to be financially accountable. Although
blended component units are legally separate entities, they are, in substance, part of the County’s operations.
Accordingly, the financial information from these units is combined with financial information of the primary
government.
The financial information for the Palm Desert Financing Authority (PDFA) and the Children and Families
Commission (the Commission), both legally separate component units whose governing bodies are appointed by and
serve at the will of the County, are presented separately from the financial information of the primary government.
The blended component units are:
•
•
•
•
•
•
•
•
•
•
•

County of Riverside Asset Leasing Corporation (CORAL)
County of Riverside District Court Financing Corporation
County of Riverside Bankruptcy Court Corporation
Housing Authority of the County of Riverside
In-Home Supportive Services Public Authority
Riverside County Flood Control and Water Conservation District (Flood Control)
Riverside County Regional Park and Open-Space District
Riverside County Public Financing Authority
Riverside County Service Areas
Inland Empire Tobacco Securitization Authority
Perris Valley Cemetery District

Fund Financial Statements, illustrated on pages 28-45, provide information regarding the three major categories of
County funds – governmental, proprietary, and fiduciary. The focus of governmental and proprietary fund financial
statements is on major funds. Major funds are determined based on minimum criteria set forth in Governmental
Accounting Standards Board (GASB) Statement No. 34, as amended. Like other state and local governments, the
County uses fund accounting to ensure and demonstrate compliance with finance-related legal requirements. Fund
accounting is also used to aid financial management by segregating transactions related to certain government
functions or activities. A fund is a separate accounting entity with a self-balancing set of accounts.
Governmental Funds are used to account for essentially the same functions reported as governmental activities in
the government-wide financial statements. Unlike the government-wide financial statements, governmental fund
financial statements often have a budgetary orientation, are prepared on the modified accrual basis of accounting,
and focus primarily on the sources, uses, and balances of current financial resources. However, unlike the
government-wide financial statements, governmental fund financial statements focus on near-term inflows and
outflows of spendable resources, as well as on balances of spendable resources available at the end of the fiscal
year. Such information may be useful in assessing a government’s near-term financing requirements.
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Because the focus of governmental funds is narrower than that of the government-wide financial statements, it is
useful to compare the information presented for governmental funds with similar information presented for
governmental activities in the government-wide financial statements. By doing so, readers may better understand the
long-term impact of the County’s near-term financing decisions. The governmental funds’ balance sheet and
statement of revenues, expenditures, and changes in fund balances provided are accompanied by reconciliation to
government-wide financial statements in order to facilitate this comparison between governmental funds and
governmental activities.
The County maintains several individual governmental funds organized according to their type (general, special
revenue, debt service, capital projects, and permanent funds). The governmental fund statements present the
financial information of each major fund (the general fund, transportation special revenue fund, flood control special
revenue fund, teeter debt service fund, and public facilities improvements capital projects fund) in separate columns.
Financial information for the remaining governmental funds (nonmajor funds) is combined into a single, aggregated
presentation. Financial information for each of these nonmajor governmental funds is presented in the
supplementary information section.
Budgetary comparison statements are also included in the fund financial statements. The statements present the
County’s annual estimated revenue and appropriation budgets for all governmental fund budgets except for CORAL,
District Court Financing Corporation, Bankruptcy Court, Inland Empire Tobacco Securitization Authority, Public
Financing Authority, and Perris Valley Cemetery Endowment Fund. The budgetary comparison statements have
been provided to demonstrate compliance with their respective budgets.
Proprietary Funds are used to account for services for which the County charges customers, either outside
customers or internal departments of the County. Proprietary funds statements, found on pages 40-43, provide the
same type of information as shown in the government-wide financial statements with more detail. The County
maintains the following two types of proprietary funds:
•

Enterprise funds are used to report the same functions presented as business-type activities in the
government-wide financial statements. The County uses enterprise funds to account for the RMC, Waste
Management, Housing Authority, County Service Areas, and Flood Control. RMC, Waste Management,
and Housing Authority financial statements are reported in separate columns of the proprietary fund
statements due to the materiality criteria defined by GASB Statement No. 34. Financial information for the
remaining enterprise funds (nonmajor funds) is combined into a single, aggregated presentation. Individual
fund statements for County Service Areas and Flood Control are presented in the supplementary
information section.

•

Internal service funds are used to report activities that provide supplies and services for certain County
programs and activities. The County uses internal service funds to account for its records and archive
management, fleet services, information services, printing and mail services, supply services, enterprise
solution division (accounting and human resources information technology system), risk management,
temporary assistance pool, economic development agency (facilities management), and flood control
equipment. Because these services predominantly benefit governmental rather than business-type functions,
they have been included within the governmental activities in the government-wide financial statements.
The internal service funds are combined into a single, aggregated presentation in the proprietary fund
financial statements. Individual fund financial information for each internal service fund is provided in the
supplementary information section.

Fiduciary Funds report assets held in a trustee or agency capacity for others and therefore cannot be used to support
the County’s programs nor be reflected in the government-wide financial statements. Fiduciary funds maintained by
the County include a pension trust fund, investment trust funds, private-purpose trust funds, and agency funds. The
fiduciary fund financial statements on pages 44-45, are presented on the economic resources measurement focus and
the accrual basis of accounting.
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Notes to the Basic Financial Statements provide additional information other than that displayed on the face of the
financial statements and are essential for fair presentation of the financial information in the government-wide and
fund financial statements. The notes can be found on pages 47-109 of this report.
Required Supplementary Information, in addition to this MD&A, presents schedules of retirement plan funding
progress and employer contribution. Required supplementary information can be found on pages 111-113 of this
report.
Combining and individual fund statements and schedules provide information for nonmajor governmental funds,
nonmajor enterprise funds, internal service funds, and fiduciary funds and are presented immediately following the
required supplementary information. Combining and individual fund statements and schedules can be found on
pages 115-166 of this report.
GOVERNMENT-WIDE FINANCIAL ANALYSIS
As noted earlier, net position may serve as a useful indicator of a government’s financial position. The table below
focuses on the net position and changes in net position in the County’s governmental and business-type activities. It
presents an analysis of the County’s net position as of June 30, 2014, in comparison to the prior fiscal year 2012-13.
At the end of current fiscal year, the County reported positive net position in all three categories: net investment in
capital assets, restricted net position and unrestricted net position. Total assets and deferred outflow of resources, as
indicated below, exceeded liabilities and deferred inflow of resources by $4.6 billion representing a decrease of
$23.3 million ($20.2 million changes in net position and restatement of $3.1 million, see Note 3), or 0.5%. A more
detailed statement can be found on page 23 in the government-wide financial statements.
Statement of Net Position
June 30, 2014
(In thousands)

Assets:
Current and other assets
Capital assets
Total assets

Governmental
Activities
2014
2013
$

Deferred outflows of resources:
Total deferred outflows of resources
Liabilities:
Current liabilities
Long-term liabilities
Total liabilities
Deferred inflows of resources:
Total deferred inflows of resources
Net position:
Net investment in capital assets
Restricted
Unrestricted
Total net position

$

Business-type
Activities
2014
2013

2,535,316 $ 2,542,934 $
4,124,395
3,913,392
6,659,711
6,456,326

469,859 $
295,478
765,337

2014

Total

2013

521,110 $ 3,005,175 $ 3,064,044
275,292
4,419,873
4,188,684
796,402
7,425,048
7,252,728

Increase/
(Decrease)
%
-1.9%
5.5%
2.4%

25,722
25,722

26,821
26,821

278
278

347
347

26,000
26,000

27,168
27,168

0.0%
0.0%

697,048
1,585,792
2,282,840

651,424
1,492,824
2,144,248

218,048
322,076
540,124

152,033
333,806
485,839

915,096
1,907,868
2,822,964

803,457
1,826,630
2,630,087

13.9%
4.4%
7.3%

19,706
19,706

17,703
17,703

8,684
8,684

9,118
9,118

28,390
28,390

26,821
26,821

0.0%
0.0%

3,165,319
2,998,987
499,463
550,326
718,105
771,883
4,382,887 $ 4,321,196 $
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147,806
96,904
(27,903)
216,807 $

118,594
3,313,125
3,117,581
94,346
596,367
644,672
88,852
690,202
860,735
301,792 $ 4,599,694 $ 4,622,988

6.3%
-7.5%
-19.8%
-0.5%

Management’s Discussion & Analysis (Unaudited)
Below are the three components of net position and their respective balances as of June 30, 2014:
•

Net investment in capital assets was $3.3 billion, or 72.0%, of the County’s total net position compared to
$3.1 billion, or 67.4%, for fiscal year 2012-13. This component consists of capital assets such as land and
easements, structures and improvements, infrastructure, and equipment, net of accumulated depreciation.
The amount is further reduced by any debt attributable to the acquisition, construction, or improvement of
the assets. The County uses these capital assets to provide services to citizens; consequently, these assets
are not available for future spending. Although the County’s investment in its capital assets is reported net
of related debt, it should be noted that the resources needed to repay this debt must be provided from other
sources, since the capital assets themselves cannot be used to liquidate these liabilities.

•

$596.4 million, or 13.0%, of the County’s total restricted net position compared to $644.7 million, or
13.9% for fiscal year 2012-13. This component represents external restrictions imposed by creditors,
grantors, contributors, or laws and regulations of other governments and restrictions imposed by law
through constitutional provisions or enabling legislation.

•

$690.2 million, or 15.0%, of the County’s total net position is unrestricted that may be used to meet the
County’s ongoing obligations to citizens and creditors. Of this amount, $718.1 million is from
governmental activities and $27.9 million deficit from business-type activities, compared to prior year
whereas, $771.9 million was from governmental activities and a $88.9 million from business-type
activities.
Statement of Net Position
June 30, 2014 and 2013
(In thousands)
$0

$1,000,000

$2,000,000

Net investment in
capital assets
Restricted

Unrestricted
2014
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Management’s Discussion & Analysis (Unaudited)
The following table provides information from the Statement of Activities of the County as of June 30, 2014, as compared
to the prior year:

Statement of Activities
For the year ended June 30, 2014
(In thousands)

Revenues:
Program revenues:
Charges for services
Operating grants
and contributions
Capital grants
and contributions
General revenues:
Property taxes
Sales and use taxes
Unrestricted intergovernmental
revenue
Investment earnings
Other
Total revenues

Governmental
Activities
2014
2013

$

615,895 $

Business-type
Activities
2014
2013

588,461 $

555,966 $

Total
2014

2013

600,747 $ 1,171,861 $ 1,189,208

Increase/
(Decrease)
%

-1.5%

1,593,627

1,503,390

-

-

1,593,627

1,503,390

6.0%

29,890

27,695

450

698

30,340

28,393

6.9%

297,107
35,443

277,417
29,751

-

-

297,107
35,443

277,417
29,751

7.1%
19.1%

227,303
11,317
195,756
3,006,338

220,811
2,035
206,337
2,855,897

1,319
557,735

(33)
601,412

227,303
12,636
195,756
3,564,073

220,811
2,002
206,337
3,457,309

2.9%
531.2%
-5.1%
3.1%

228,146
1,191,438
108,380
460,963
851,246
24,420
20,077
47,236
2,931,906

194,641
1,065,373
89,469
422,982
807,611
18,998
12,274
29,453
2,640,801

482,240
62,721
94,716
2,561
429
642,667

473,916
53,069
90,678
2,472
459
620,594

228,146
1,191,438
108,380
460,963
851,246
24,420
20,077
47,236
482,240
62,721
94,716
2,561
429
3,574,573

194,641
1,065,373
89,469
422,982
807,611
18,998
12,274
29,453
473,916
53,069
90,678
2,472
459
3,261,395

17.2%
11.8%
21.1%
9.0%
5.4%
28.5%
63.6%
60.4%
1.8%
18.2%
4.5%
3.6%
-6.5%
9.6%

74,432
(9,645)

215,096
(1,049)

(84,932)
9,645

(19,182)
1,049

(10,500)
-

195,914
-

-105.4%
0.0%

Change in net position, before
extraordinary and special items
Extraordinary items
Special items

64,787

214,047

(75,287)

(18,133)

(10,500)

195,914

-105.4%

-

(158,337)
-

(9,698)

154,589
-

(9,698)

(3,748)
-

-100.0%
100.0%

Change in net position
Net position, beginning of year,
as Restated

64,787

55,710

(84,985)

136,456

(20,198)

192,166

-110.5%

4,318,100

4,265,486

301,792

165,336

4,619,892

4,430,822

4.3%

216,807 $

301,792 $ 4,599,694 $ 4,622,988

-0.5%

Expenses:
General government
Public protection
Public ways and facilities
Health and sanitation
Public assistance
Education
Recreation and culture
Interest on long-term debt
Regional Medical Center
Waste Management
Housing Authority
Flood Control
County Service Areas
Total expenses
Excess (deficiency) before
Transfers
Transfer in (out)

Net position, end of year

$

4,382,887 $ 4,321,196 $
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The following are specific major factors that resulted in the net position changes in governmental activities between
fiscal years 2013-14 and 2012-13 as shown in the table of the previous page 9.
Revenues for governmental activities
Revenues from Charges for services increased by $27.4 million, or 4.7%. Charges for services are revenues that
arise from charges to external customers or applicants who purchase, use, or directly benefit from the goods,
services, or privileges provided. The increases were mainly in health services provided to the new population of
Medi-Cal patients, lease revenue collected from landfills operated by Waste Management department, and developer
mitigation fees from the increased permit activity in the Rancho Bella Vista specific plan located in the third
supervisorial district.
Revenues from Operating grants and contributions increased by $90.2 million, or 6.0%, due to significant changes
in the following state and federal sources:


$60.0 million in public assistance administrative expense claim for the continued caseload growth in medical expansion related to health care reform by filling additional position for keeping the caseloads more
manageable. $20.7 million recognized as revenue from local revenue funds including the mental health
service fund, behavior health fund for mental health substance abuse program, and protective service
subaccount fund for child welfare services and foster care assistance. $10.2 million in the state allocation
of the one-half cent proposition 172 public safety sales tax funds increased due to the improvement in sales
activity in the County as the consumer confidence rebounded.

Revenues from Property taxes increased by $19.7 million, or 7.1%, due to the 4.0% increase in fiscal year 2013-14
assessment roll value and documentary transfer tax. Additional analysis can be found in general fund financial
analysis on page 15.
Revenues from Sales and used taxes increased by $5.7 million, or 19.1% were mainly due to a growth in consumer
goods sales at the recent expansion of factory outlets in Cabazon, and higher Triple Flip payments driven by onetime allocations and retroactive corrections in the energy and utilities sectors. In addition, a new district tax of
0.25% approved by local voters effective on October 01, 2013 from 7.75% to 8.0%.
Revenues from Unrestricted intergovernmental revenue increased by $6.5 million, or 2.9% in property tax in-lieu of
vehicle license fee due to the growth in property assessed values and adjustments.
The significant change in Investment earnings was due to higher interest rates earned as a result of the improved
economic and market conditions.
Other revenue sources decreased by $10.6 million, or 5.1%. The decrease was mainly from a dispute settlement
related to the non-participating manufacturers adjustment and donations for environmental preservation.
Expenses for governmental activities
Total expenses for governmental activities were $2.9 billion for the current fiscal year, an increase of $291.1 million
or 11.0%, as compared to prior fiscal year. The following are the key components accounting for the variances:
•

General government represents $228.1 million, or 7.8%, of the total governmental activities expenses,
increased by $33.5 million or 17.2% from prior year due to contribution for the several construction
projects from the capital improvement program including new jail facility, emergency operation center,
county law building, and courtrooms.

•

Public protection represents $1.2 billion, or 40.6%, of the total governmental activities expenses, increased
by $126.1 million, or 11.8% from prior year was due to salary and benefit increases including the cost of
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living adjustments, pension rates and costs continue to rise, an upgraded communication system was
implemented during fiscal year 2013-14, and continuation of Assembly Bill (AB) 109 Realignment.
Additional analysis can be found in general fund financial analysis on page 16.
•

$108.4 million, or 3.7% of the total governmental activities expenses, increased by $18.9 million, or 21.1%
for public ways and facilities due to several completion of interchange improvement projects and grade
separation projects for eliminating conflicts between railroad operations and vehicular traffic.

•

Health and sanitation represents $461.0 million or 15.7% of the total expenses, increased by $38.0 million,
or 9.0% from prior year caused by the mental health clinics and services continued to expand with the
funding received from the Mental Health Service Act (MHSA) formerly known as Proposition 63. It was
approved by California voters to provide a 1.0% tax on personal income over $1.0 million in order to
expand and transform the county mental health service system.

•

$851.2 million or 29.0% of the total expenses, increased by $43.6 million or 5.4% from prior year for
public assistance which was caused by the continued caseload growth and in preparation of Medi-Cal
expansion related to healthcare reform. Additional analysis can be found in general fund financial analysis
on page 18. The remaining 3.1% represents education for $24.4 million or 0.8%; recreation and culture for
$20.1 million or 0.7%, and interest on long-term debt for $47.2 million or 1.6%.
Program Revenues and Expenses - Governmental Activities
For the fiscal year ended June 30, 2014
(In Thousands)

$1,010,000
$810,000
$610,000
$410,000
$210,000
$10,000

General
Public
Public ways Health and
government protection
and
sanitation
facilities
Program Revenues
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Management’s Discussion & Analysis (Unaudited)
Business-type Activities
The following are specific major factors that resulted in the net position changes in business-type activities between
fiscal years 2012-13 and 2013-14 as shown in the previous table of page 9.
Revenues: The County has three major business-type activities: Riverside County Regional Medical Center (RMC),
Waste Management, and Housing Authority. In addition, Flood Control and County Service Areas are included in
the business-type activities of the County. Business-type activities recover all or a significant portion of their costs
through user fees and charges and provide services primarily to non-County entities.
For the current year, $556.0 million or 99.7%, of business-type activities program revenue was received from
charges for services, a percentage consistent with the prior fiscal year. The majority of this revenue, $400.6 million,
was received by RMC as compared to $450.3 million for the prior fiscal year. The decrease was mainly attributed to
the new waiver for Disproportionate Share Hospital Program (DSH) revenue which provided by the State for
supplemental payments to uncompensated care has been reduced.
Expenses: Total expenses for business-type activities were $642.7 million for the fiscal year compared to $620.6 million
for the prior fiscal year. This represents an increase of $22.1 million or 11.5%. Expenses of $482.2 million or 75.0% were
incurred by RMC in the current fiscal year, as compared to $473.9 million or 76.4%, for the prior fiscal year. In addition,

expenses for Waste Management department expenses were $62.7 million or 9.8%, compared to $53.1 million or
8.6% from prior fiscal year; Housing Authority expenses were $94.7 million or 14.7% of total expenses for
business-type activities, compared to prior fiscal year’s expenses of $90.7 million or 14.6%; Flood Control and
County Service Areas account for the remaining 0.5% of expenses consistent with the prior fiscal year.

$482,240

$500,000

County
Service
Areas

Flood
Control

Housing
Authority

$68,608

$62,721

$1,741

$2,561

$-

$372

$100,000

$429

$200,000

$84,615

$300,000

$94,716

$400,000

Waste
Management

$401,080

Revenues and Expenses - Business Type Activities
For the fiscal year ended June 30, 2014
(In Thousands)

RMC

Revenues
Expenses
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FINANCIAL ANALYSIS OF FUND STATEMENTS
As noted earlier, the County uses fund accounting to ensure and demonstrate compliance with finance-related legal
requirements.
Governmental Fund
The focus of the County’s governmental funds is to provide information on the sources, uses, and balances of
spendable resources. Such information is useful in assessing the County’s short-term financial requirements. In
particular, the total fund balance less the nonspendable amount may serve as a useful measure of a government’s net
resources available for spending at the end of the fiscal year. Types of governmental funds reported by the County
include the general fund, special revenue funds, capital project funds, debt service funds, and permanent fund.
As of June 30, 2014, the County’s governmental funds reported combined fund balances of $1.1 billion, a decrease
of $52.2 million in comparison with the prior year. The components of total fund balance are as follows (See Note
16 - Fund Balances for additional information):
•
•
•
•
•

Nonspendable fund balance – $4.4 million, are amounts that cannot be spent because they are either not in
spendable form or are legally or contractually required to be maintained intact.
Restricted fund balance – $486.4 million, are amounts that are constrained to being used for a specific
purpose by external parties such as creditors, grantors, laws, or regulations.
Committed fund balance – $306.4 million, are amounts that are committed for a specific purpose. These
funds require action from the Board of Supervisors to remove or change the specified use.
Assigned fund balance – $62.0 million, are amounts that have been set aside and are intended to be used for
a specific purpose but are neither restricted nor committed. Assigned amounts cannot cause a deficit in
unassigned fund balance.
Unassigned fund balance – $203.4 million, funds that are not reported in any other category and are
available for any purpose within the general fund.

Total governmental fund revenue increased by $149.1 million or 5.4%, from the prior fiscal year with $2.9 billion
being recognized for the fiscal year ended June 30, 2014. Expenditures increased by $222.4 million or 7.8%, from
the prior fiscal year with $3.1 billion being expended for governmental functions during fiscal year 2013-14.
Overall, governmental fund balance decreased by $49.1 million or 4.4%. In comparison, fiscal year 2012-13 had a
decrease in governmental fund balance of $221.8 million or 16.6%, over fiscal year 2011-12.
The general fund is the primary operating fund of the County. At the end of fiscal year 2013-14, the general fund’s
total fund balance was $363.7 million, as compared to $357.2 million in fiscal year 2012-13. As a measure of the
general fund’s liquidity, it is useful to compare both total fund balance and spendable fund balance to total fund
expenditures. The nonspendable portion of fund balance was $2.0 million, and the spendable portion was $361.6
million. The current year unassigned fund balance is 8.3% of the total general fund expenditures of $2.5 billion, as
compared to 8.7% of the prior year expenditures total of $2.3 billion. The total fund balance of the general fund for
the current year is 14.8% of the total general fund expenditures as compared to 15.6% for the prior year.
The decrease in Transportation and Land Management Agency fund balance was due to higher road construction
costs as a result of the completion of several major interchange improvements and grade separation projects began
during the current fiscal year.
Flood control fund balance increased by $3.7 million or 1.4%, $254.9 million from prior year to $258.6 million due
to a decrease in inspection costs for developer constructed infrastructure projects.
Public facilities improvement capital project fund balance decreased from $199.6 million to $134.7 million, 32.5%
or $64.9 million. The decrease was caused by the construction and remodeling costs related to the major existing
projects such as, the expansion of East County Detention Center, Van Horn Juvenile Facility, RMC education
building, public defender building remodel, and the new alternate emergency operation center.

13

Management’s Discussion & Analysis (Unaudited)
Other Governmental Funds
The increase in nonmajor governmental funds fund balance was essentially from a new lease revenue bond issuance
for financing the construction, renovation, equipping and furnishing of existing buildings.
Proprietary Funds
The County’s proprietary funds financial statements provide the same type of information as the government-wide
financial statements, but in more detail. The RMC and Waste Management are shown in separate columns of the
fund statements due to materiality criteria as defined by GASB. In addition, the internal service funds are combined
into a single, aggregated presentation in the proprietary fund statements with the individual fund data provided in the
combining statements, which can be found in the supplemental information section.
At the end of the fiscal year, total proprietary fund net position was $339.4 million, compared to $448.3 million for
prior fiscal year, decreased by $108.9 million or 24.3%. Of the year ended balances, unrestricted net position was as
follows:
•
•
•
•
•

Regional Medical Center: -$120.2 million
Waste Management: $50.1 million
Housing Authority: $120.0 million
Other enterprise fund activities: $2.5 million
Internal service fund activities: $22.6 million

RMC’s net position decreased by $62.3 million from $56.6 million to $5.7 million deficit. The decrease was
attributed to consulting services provided by Huron Consulting Group for health and mental health services delivery
strategic planning which involve partnership, joint venture, and alignments with other healthcare providers.
Waste Management’s net position increased by $7.8 million, from $142.3 million to $150.1 million. The waste
disposal service rate increased to finance the operational costs including salaries increases ranging from 2.7% to
5.5% and higher costs in tire and fuel supplies for landfill equipment.
A decrease of $19.4 million in Housing Authority’s net position attributed to the reduction of federal funding and
higher operational costs from additional staffs hired and maintenance expenses occurred as planned development
projects progressed throughout the year for the Housing Successor Agency.
Proprietary Funds Net Position
For the fiscal year ended June 30, 2014
(In Thousands)

$169,671

$77,226

$85,000

$42,249

$115,000

$142,276

$150,065

$145,000

$150,242

$175,000

-$5,000
2014

RMC
2013

Waste
Management

Housing
Authority
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$2,551

$2,543

$56,603

$25,000

-$5,683

$55,000
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Internal Service
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GENERAL FUND FINANCIAL ANALYSIS
Revenues and other financing sources for the general fund, including comparative amounts from the preceding year are
shown in the following tabulation:
General Fund - Revenues by Source
For the fiscal year ended June 30, 2014
(In thousands)
2014

Revenues by Sources
Taxes
Intergovernmental revenues
Charges for services
Other revenue
Other financing sources
Total

Amount
$

$

256,746
1,653,338
396,904
155,771
97,982
2,560,741

2013
Percent of
Total

Amount

10.0%
64.6%
15.5%
6.1%
3.8%
100.0%

$

$

246,144
1,561,505
374,750
133,282
94,019
2,409,700

Increase / (Decrease)
Percent of
Total
10.2%
64.8%
15.6%
5.5%
3.9%
100%

Amount
$

$

10,602
91,833
22,154
22,489
3,963
151,041

Percentage
of Change
4.3%
5.9%
5.9%
16.9%
4.2%
6.3%

General fund revenues had an overall increase of $151.0 million, or 6.3%, from the prior year. The increase was due
primarily to the changes in the following:
•

The changes in Taxes during the current fiscal year were due to the 4.0% increase in assessment roll value
as the year-over-year growth in average sales price of single family homes in the County, a full 2.0%
increase in inflation factor, and a substantial decline in foreclosure homes. Along with the assessment roll
increase, the documentary transfer tax from the transfer of real property ownership increased since 2009 as
a result of higher sales volume and refinances.

•

The increase in Intergovernmental revenues was primarily attributed to allocation and realignment revenue
from the state and federal aids. See explanation previously discussed on page 10.

•

Charges for services increased by $22.2 million, or 5.9%, was primarily due to the law enforcement
services provided by County's sheriff patrol department and contracted services including fire protection
and animal services provided to cities within the County, and real estate fraud prosecution trust fund fee
increased from $3.00 to $10.00 per Approved Resolution No. 2013-038.

•

The increase in Other revenue was mainly due to landfill lease agreement with the Waste Management
department, revenue neutrality agreement from the City of Eastvale Inc., and negotiated pass through
payments distributed from successor agency former redevelopment agency according to the agreement
terms.

•

Other financing sources increased $4.0 million, or 4.2%, due to reimbursements from other county funds
for debt service payments and county program activities.
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Expenditures and other financing uses for the general fund, including comparative amounts from the preceding year,
are shown in the following tabulation (in thousands):
General Fund - Expenditures by Function

For the fiscal year ended June 30, 2014
(In thousands)
2014

Expenditures by Function
General government
Public protection
Health and sanitation
Public assistance
Other expenditures
Other financing uses
Total

Amount
106,045
1,116,621
416,005
795,309
19,313
101,021
$ 2,554,314

$

Percent of
Total
4.2%
43.6%
16.3%
31.1%
0.8%
4.0%
100.0%

2013
Amount
103,896
1,043,017
388,325
735,057
22,207
96,547
$ 2,389,049

$

Percent of
Total
4.3%
43.7%
16.3%
30.8%
0.9%
4.0%
100.0%

Increase / (Decrease)
Percentage
Amount
of Change
$
2,149
2.1%
73,604
7.1%
27,680
7.1%
60,252
8.2%
(2,894)
-13.0%
4,474
0.0%
$
165,265
6.9%

Total expenditures for general fund were $2.6 billion, an increase of $165.3 million, or 6.9%, from the prior year.
Significant changes are as follows:
•

An increase of $2.1 million, or 2.1% in General government was mainly due to costs associated with the
election occurred in fiscal year 2012-13 such as overtime, temporary help, printing/binding, transportation,
and equipment purchase.

•

The increase in Public protection was mainly caused by negotiated salary/benefit increases, increase
unincorporated patrol staffing to one sworn officer per 1,000 residents as a result of additional recruiting,
testing, hiring, and training costs, an upgraded communication system was implemented during fiscal year
2013-14. In addition, the continuation of AB109 Realignment as a result of additional workload generated
by transfer of parole hearings to the District Attorney, pre-trial services, increased jail population, require
Every Convict Occupant Reimburse County Expenses (RECORCE) through the recruitment of vacant
position, and Juvenile Justice Crime Prevention Act (JJCPA) which address an continuum of responses to
at risk youth and juvenile offenders - prevention, intervention, supervision, treatment and incarceration.

•

The increase in Health and sanitation was due to additional positions that were filled in the detention health
department during the year for meeting the needs of inmates in county correctional facilities, and increase
in payments for out-of-network health and mental health service providers as of result of medi-cal
expansion.

•

The increase in Public assistance was due to state policy changes related to the California Fostering
Connections to Success Act was signed into law September 30, 2010 through AB12 and beginning January
1, 2013, foster youth can remain in foster care up to the age of 20 years of age, and starting January 1, 2014
up to age 21. Caseload growth in demand for services including medi-cal expansion related to health care
reform, adult protective services, foster care, in-home support services, calworks, cal fresh, and adoption.

•

Other expenditures decreased by $2.9 million, or 13.0%, was mainly due to a decrease in principal and
interest payments for capital asset leases for buildings and other purchases.

•

The increase in Other financing uses was due to the contribution to other county funds for financing debt
service payments, construction costs of capital projects, and county program activities.
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GENERAL FUND BUDGETARY HIGHLIGHTS
This section provides a summary of the primary factors attributing to the general fund variances between 1) the
original adopted and the final amended budget, and 2) the final amended budget and the actual revenue and
expenditure amounts. The budgetary comparison statement displays the details of the comparison and is included in
the governmental fund statements section.
Variance between General Fund Original Adopted and Final Amended Budget
Estimated Revenue Variances
The original adopted general fund estimated revenue budget decreased by $31.4 million, or 1.2%, from $2.66 billion
to the final amended revenue budget of $2.63 billion. The major changes in appropriations are as follows:
Taxes: Increased by $9.3 million, or 4.0%, $8.8 million of the increase was due to revenue received from the
redevelopment agencies’ sale of residual assets after dissolution.
Rents and concessions: Increased by $8.5 million, or 41.1%, due to a Landfill Lease Agreement with County’s
Waste Management Department. In November 2013 the Board of Supervisors approved a landfill lease agreement
where the general fund will be receiving $1.8 million on a yearly basis for the next 25 years. This fiscal year the
general fund received $8.5 million for fiscal years 2010 thru 2014.
Charges for services: Decreased by $74.9 million, or 15.3%.
intergovernmental activities.

The primary decrease was mainly due to

Expenditure Appropriation Variances
The original adopted general fund appropriation budget of $2.7 billion decreased by $51.4 million, or 1.9%, during
the fiscal year. The major appropriation variances are described below.
General government: The appropriation budget decreased by $38.8 million, or 19.1%.
•

Salaries and employee benefits decreased by $4.3 million or 4.9%. The primary decrease of $3.1 million
was due to the consolidation of Economic Development Agency and Facilities Management’s
administrative budgets.

•

Other charges decreased by $26.1 million, or 35.0%, mainly due to a reclassification to the category
transfers out.

•

Appropriation for contingencies decreased by $13.7 million, or 57.0%. The Sheriff’s department attributed
to $11.1 million of the decrease because their budget had to be increased to be able to meet County’s board
directive of increasing patrol staffing in unincorporated areas of the County and to fund trial court
realignment shortfall.

Public protection: The appropriation budget increased by $28.5 million, or 2.5%.
•

Salaries and employee benefits increased by $9.7 million or 1.3%. The Sheriff’s department had increases
in salaries within its Administration, Patrol and Correction divisions to be able to meet the County’s board
directive of increasing patrol staffing in unincorporated areas of the County.

•

Services and supplies increased by $14.4 million, or 4.4%. $4.0 million of the variance was for fiscal year
2013 encumbrances for various general fund departments. $1.5 million was for unexpected costs incurred
by department of Animal Services related to the San Jacinto Valley Animal Shelter, $2.0 million was for
Fire department professional services, and $1.3 million was required by Probation department to cover cost
related to the implementation of the AB109 Criminal Justice Alignment.

17

Management’s Discussion & Analysis (Unaudited)
•

Capital assets increased by $3.3 million, or 49.7%, with the majority of the increase due to Probation
department replacing outdated computer equipment within their field offices and additional costs related to
public safety enterprise radios and equipment required for JJCPA program.

Debt service: The appropriation budget decreased by $38.9 million or 48.6%. Principal decreased by $38.9 million,
or 51.8%. The primary decrease was mainly due to the elimination of intergovernmental activities.
Variance between General Fund Actual Revenues and Expenditures and Final Amended Budget
During the year, the general fund had a positive budget variance of approximately $65.4 million resulting from
unexpended appropriations of $233.7 million, or 8.7%, and overestimated revenue of $168.3 million, or 6.4%. The
following contributed to the variance:
Revenue Variances
General fund actual revenues of $2.5 billion were 6.4%, or $168.3 million, less than the final amended revenue
budget of $2.6 billion.
Taxes: Actual revenues were greater than the final amended budget by $14.3 million, or 5.9% due primarily to an
increase in property taxes of $2.8 million and an increase in sales and use tax of $5.7 million.
Federal aid: Actual revenues were less than the final amended budget by $87.8 million, or 16.0%. The department
of Public Social Services had a decrease of $64.0 million of which approximately $45.0 million was due to the
CalWORKS program. Mental Health had lower revenues by $15.2 million and the Probation department had a
decrease in revenues of approximately $3.5 million.
Charges for services: Actual revenues were less than the final amended budget by $19.0 million, or 4.6%. The
Public Health department noted a decrease in revenues of $3.5 million related to revenues generated through court
fines from drunk driving which are then disbursed to the County physicians and hospitals for medical care where
there is no other funding source.
Other revenue: Actual revenues were less than the final amended budget by $50.7 million, or 55.2%. A decrease of
$35.2 million from CORAL relates to transfers and contributions from other County funds. A decrease of $6.7
million in the department of Public Social Services was due to funding not needed as Federal, State and other
funding covered cost in the current year.
Expenditure Variances
General fund actual expenditures of $2.5 billion were 8.7%, or $233.7 million, less than the final amended
appropriation budget of $2.7 billion.
General government: Actual expenditures were less than the final amended budget by $58.7 million, or 35.6%.
•

Salaries and employee benefits were $5.2 million, or 6.1%, below budget. Decreases were noted in the
Assessor by $1.4 million and the Treasurer-Tax Collector by $0.6 million.

•

Services and supplies were $5.9 million, or 8.2%, less than budgeted primarily due to a $2.2 million
decrease in Executive Office expenditures related to its 911 Communication project.

•

Other charges decreased by $36.9 million, or 76.3%, mainly due to decreases in contributions to other
funds by the Executive Office and decreases in intergovernmental activities.
.
Appropriation for contingencies decreased by $10.3 million, or 100.0%. In order to meet the County’s
board directive of increasing patrol staffing in unincorporated areas of the County, the Sheriff’s department
had to request a $10 million budget adjustment that was funded by contingency funds.

•
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Public protection: Actual expenditures were less than the final amended budget by $44.2 million, or 3.8%.
•

Salaries and employee benefits were $18.2 million, or 2.4%, less than budgeted primarily due to the
District Attorney’s by $3.6 million, Juvenile Hall by $3.8 million and Probation’s by $10.8 million as a
result of unfilled positions.

•

Services and supplies were $19.3 million, or 5.6%, less than budgeted mainly due to the Clerk Recorder by
$1.2 million and Probation department by $1.7 million primarily due to the implementation of AB109
criminal justice realignment.

•

Capital Assets decreased by $4.9 million, or 49.3%, mostly due to the CREST project expenditures.

Health and sanitation: Actual expenditures were less than the final amended budget by $73.4 million, or 15.0%.
•

Salaries and employee benefits were $32.7 million, or 13.6%, less than budgeted amounts. Mental Health
decrease by $20.9 million, Detention Health System decreased by $3.1 million, and Public Health
department decrease by $6.1 million due to positions that were not filled.

•

Services and supplies were $12.7 million, or 11.1%, less than budgeted primarily due to a $7.0 million
savings in the Public Health Agency as its Information Technology personnel consolidated/relocated under
the County’s Information Technology department and savings in overhead costs.

•

Other charges were $31.7 million, or 14.8%, less than budgeted as the realignment contributions were
decreased by $12.1 million. Mental Health had savings of $15.0 million in contracts and medical services.

Public assistance: Actual expenditures were less than the final amended budget by $34.7 million, or 4.2%.
•

Salaries and employee benefits were $16.5 million, or 6.1%, less than budgeted mainly due DPSS approved
positions that were vacant throughout the fiscal year.

•

Services and supplies were $12.5 million, or 13.2%, less than budgeted primarily due to DPSS
postponement of several new projects that had been budgeted and the cancellation of several IT contracts.

Debt service: Actual expenditures were less than the final amended budget by $25.6 million, or 62.3%, primarily
due to a decrease in principal and interest payments for capital asset leases for buildings and other purchases.
CAPITAL ASSETS AND DEBT ADMINISTRATION
Capital Assets
As of June 30, 2014, the County’s capital assets for both its governmental and business-type activities amounted to
$4.4 billion (net of accumulated depreciation). The capital assets include land and easements, land improvements,
construction in progress, equipment, and infrastructure. The County’s infrastructure is comprised of channels, storm
drains, levees, basins, roads, traffic signals, bridges, runways, parks, park trails, and landfill liners. The County’s
capital assets increased by 5.5% or $231.2 million; from $4.2 billion in fiscal year 2012-13 to $4.4 billion in fiscal
year 2013-14.
Major capital asset events during the current fiscal year included the following:
• Infrastructure increased approximately $13.0 million as a result of the completion of the following
projects: Liner-Lamb Canyon expansion in the amount of $11.8 million and pavement projects for the
Hemet Ryan Airport and Jacqueline Cochran Airport in the amount of $1.2 million.
• Land easements increased approximately $42.9 million as a result of acquisition of the following land:
approximately 33.2 acres of Indio land was acquired for $11.6 million, approximately 21.0 acres of the
land from the Vernola Family Park was acquired for $4.9 million, 50.2 acres of Van Horn, County Farm
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and County Circle land was acquired for $6.5 million and 7.1 acres of the Jurupa Aquatic Center land was
acquired for $3.6 million. The Flood Control District had land additions of $7.3 million, for which $4.2
million was for the Day Creek-Bellegrave Basin, $1.8 million was for the Temescal Creek Flood Plain
acquired for water conservation and habitat mitigation banking, and $1.3 million was for the Green Acres
Dam acquired to help alleviate the flooding of properties within the immediate vicinity.
• During the current fiscal year, the RCIT departments consolidated. As a result, the County Innovation
Center was acquired to house all employees and information technology equipment. The acquisition
increased land by 5.3 acres with a total cost of $4.3 million and structures and improvements increased
approximately $24.1 million.
• Equipment increased approximately $104.0 million. The primary increase of $72.6 million consists of
communication equipment of which $55.0 million was purchased for the Public Safety Enterprise
Communication system and $20.0 million was purchased by the Sheriff department. The remaining
balance of $31.3 million was due to increases in office equipment, software, equipment vehicles and other
miscellaneous equipment throughout the County.
• Construction in progress increased approximately $47.8 million as a result of costs related to existing and
new projects. The major projects were as follows: Flood District incurred $10.6 million in new costs for
storm drains, channels and dams. Transportation and Land Management Agency experienced the addition
of $10.9 million in various streets, bridges, and signal lights. RCIT incurred $7.0 million in new costs for
the Riverside Collaboration Data Center. Additional costs of $11.1 million were incurred by Economic
Development Agency for the construction of the Perris Valley Aquatic Center. The Crest project incurred
an additional $7.2 million towards the new integrated property tax management system.
Capital Assets (Net of Accumulated Depreciation)
(In Thousands)
Capital assets for the governmental and business-type activities are presented below to illustrate changes from the
prior year:

Infrastructure
Land and easements
Land improvements
Structures and
improvements
Equipment
Construction in progress
Concession arrangements
Total capital assets

Governmental
Activities
2014
2013
$ 1,419,015 $ 1,415,087 $
507,989
469,522
86
87
1,129,652
192,122
875,531

1,103,314
110,155
815,227

$ 4,124,395 $ 3,913,392 $

Business-type
Increase/
Activities
Total
(Decrease)
2014
2013
2014
2013
%
52,936 $
43,844 $ 1,471,951 $ 1,458,931
0.9%
25,777
21,358
533,766
490,880
8.7%
2,498
3,080
2,584
3,167
-18.4%
118,792
34,117
52,528

121,056
12,118
65,006

1,248,444
226,239
928,059

1,224,370
122,273
880,233

2.0%
85.0%
5.4%

8,830
295,478 $

8,830
8,830
8,830
275,292 $ 4,419,873 $ 4,188,684

0.0%
5.5%

Additional information on the County’s capital assets can be found in Note 8 on pages 70-72 of this report.
Debt Administration
Per Board of Supervisors policy, the County’s Debt Advisory Committee reviews all debt issuances of the County
and its financing component unit organizations and advises the Board of Supervisors accordingly. Net bonded debt
per capita equaled $384.0 million as of June 30, 2014. The calculated legal debt limit for the County is $2.6 billion.
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The following are credit ratings maintained by the County:

Short-term notes
Long-term general obligation

Moody's Investors
Services, Inc.

Standard &
Poor's Corp.

Fitch

MIG1
Aaa

SP-1+
AA+

F1+
AA-

The table below provides summarized information (including comparative amounts from the preceding year) for the
County’s outstanding long-term liabilities as of June 30, 2014.
County’s Outstanding Debt Obligations
(In Thousands)

Loan payable
Bonds payable
Certificate of participation
Capital leases
Total outstanding

$

$

Governmental
Activities
2014
2013
3,890 $
4,420 $
810,186
744,460
240,593
282,095
79,822
67,748
1,134,491 $ 1,098,723 $

Business-type
Activities
2014
2013
- $
- $
132,941
143,710
3,854
7,224
136,795 $
150,934 $

Total

2014
3,890 $
943,127
240,593
83,676
1,271,286 $

2013
4,420
888,170
282,095
74,972
1,249,657

Increase/
(Decrease)
%
-12.0%
6.2%
-14.7%
11.6%
1.7%

Outstanding Debt: The County of Riverside’s total debt increased by 1.7% or $21.6 million during the current fiscal
year primarily due to addition of $84.5 million bond issuance, offset by $18.5 million refunded bonds and $44.4
million net of scheduled retirement of outstanding debts. Additional information on the County’s long-term debt
can be found in Note 14 on pages 78-88 of this report.
ECONOMIC FACTORS AND THE FISCAL YEAR 2014-15 BUDGET OUTLOOK
Economists’ forecasts for long-term growth in the County are more optimistic. The residential and nonresidential
property markets continue to improve while unemployment rates sink to levels consistent with strong economic
recovery.
Recent decisions by the state have reshaped the way the County delivers essential public-safety services. The
recommended budget includes an additional $33.9 million to fund Board of Supervisors approved initiatives mostly
related to the direct impacts of these decisions. These initiatives will be funded with $12.1 million in general-fund
discretionary revenue and $21.8 million in Proposition 172 public safety sales-tax allocations.
The County continues to work aggressively to improve the fiscal conditions at RMC. Huron, a consultant hired by
the County to assist with improving hospital operations, expects to meet or exceed $55.5 million in recurring annual
benefits. The fiscal year 2014-15 budget reflects hospital spending that does not exceed revenue that is generated.
Fiscal year 2014-15 discretionary revenue is expected to increase by approximately 8.3% ($48.9 million) when
compared to fiscal year 2013-14 initial budget. The increase is primarily due to growth in assessed valuation for
property values. The driving factors in the roll’s increase are the average sales price of single family homes in the
County has increased by 24.0% and fewer foreclosures which have reduced the number of homes for sales and
increased competition for available homes.

21

Management’s Discussion & Analysis (Unaudited)
The following table reflects anticipated discretionary revenue totals and sources for fiscal year 2014-15.
Final
Budget
Estimate
(In Thousands)

Source
Taxes
Other Taxes
Licenses, Permits, Franchise Taxes
Fines, Forfeitures, Penalties
Use of Money and Property
State
Federal
Charges for services
Miscellaneous
Total

$

$

233,374
49,360
5,037
23,760
2,900
211,324
3,000
595
110,240
639,590

The County’s employee retirement benefit contribution rate for fiscal year 2014-15 for miscellaneous members is
14.5% and the safety contribution rate is 21.9%.The employer rate for both plans is subject to changes in future
years, as it continues to reflect changes in investment return and the County’s growth rate, among other factors.
Fiscal year 2015-16 rates are projected at 15.5% (Miscellaneous) and 23.3% (Safety). Additional information
regarding the County’s retirement plans are included in Notes 20, 21, and 22 of the financial statements and
schedules of retirement funding progress are included in the required supplementary information section.
Requests for Information
This financial report is designed to provide a general overview of the County’s finances. Questions concerning any
of the information provided in this report or requests for additional financial information should be addressed to the
County of Riverside, Office of the Auditor-Controller, County Administrative Center, 4080 Lemon Street - 11th
Floor, P.O. Box 1326, Riverside, CA 92502-1326 Phone: (951) 955-3800; Fax: (951) 955-3802; website:
www.auditorcontroller.org/ReportsPublications.
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