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To the Citizens of Sacramento County November 30, 2022

Administration
Auditor-Controller
Consolidated Utility Billing & Services

Department of Finance

Ben Lamera
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an Tax Collection & Business Licensing
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LiFort Treasury

County of Sacramento

November 30, 2022

To the Citizens of Sacramento County
Sacramento, California

Dear Citizens:

The Annual Comprehensive Financial Report (ACFR) of the County of Sacramento (County) for the fiscal year ended June 30, 2022, is hereby
submitted in compliance with Sections 25250 and 25253 of the Government Code of the State of California. Responsibility for both the accuracy of the
data and the completeness and fairness of the presentation, including all disclosures, rests with the County. To the best of our knowledge and belief, the
enclosed data is accurate in all material respects and present fairly the respective financial position of the governmental activities, business-type
activities, discretely presented component unit, each major fund and the aggregate remaining fund information and related budgetary schedules for the
General Fund and other funds, of the County, as of June 30, 2022, and the respective changes in financial position and cash flows, where applicable,
thereof for the fiscal year then ended. All disclosures necessary to enable the reader to gain an understanding of the County’s financial activities have
been included.

The ACFR is presented in four sections: introductory, financial, statistical, and bond disclosures. The introductory section includes this transmittal
letter, a copy of the Fiscal Year Ended June 30, 2021 Certificate of Achievement for Excellence in Financial Reporting awarded by the Government
Finance Officers Association of the United States and Canada, the County’s organizational chart, a list of public officials, and acknowledgment section.
The financial section includes the independent auditor’s report on the basic financial statements, the Management’s Discussion and Analysis (MD&A)
of the County’s overall changes in financial position, the audited basic financial statements, note disclosures, and combining and nonmajor fund
financial statements to provide readers with a comprehensive understanding of the County’s financial activities of the past fiscal year. This letter is
designed to complement the County's MD&A and should be read in conjunction with it. The County’s MD&A, which is unaudited, can be found on
pages 5 - 22 of this report. The statistical section, also unaudited, includes selected financial and demographic information, generally presented on a
multi-year basis.

PROFILE OF SACRAMENTO COUNTY
Sacramento County was incorporated in 1850 as one of the original 27 counties of the State of California. The County's largest city, the City of
Sacramento, is the seat of government for the State of California and also serves as the County seat. Sacramento became the State Capital in 1854,

The County encompasses approximately 994 square miles in the middle of the 400-mile long Central Valley, which is California's prime agricultural
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region. The County is bordered by Contra Costa and San Joaquin Counties on the south, Amador and El Dorado Counties on the east, Placer and Sutter
Counties on the north, and Yolo and Solano Counties on the west. The County extends from the low delta lands between the Sacramento and
San Joaquin Rivers north to about ten miles beyond the State Capitol and east to the foothills of the Sierra Nevada Mountains. The southernmost
portion of Sacramento County has direct access to the San Francisco Bay.

The geographic boundaries of the County include seven incorporated cities: Sacramento, Folsom, Galt, Isleton, Citrus Heights, Elk Grove and Rancho
Cordova. Each of these cities contributes a rich and unique dimension to the Sacramento County region.

The County has a charter form of government. It is governed by a five-member Board of Supervisors (Board), who are elected on a non-partisan basis to
serve four-year terms. Each is elected from one of the five supervisorial districts of the County. Supervisors from District 1, District 2, and District 5
are elected in gubernatorial election years (2022, 2026, etc.), while supervisors from District 3 and District 4 are elected in presidential election years
(2024, 2028, etc.). District boundaries are adjusted after every federal census to equalize district population.

Other elected officials include the Assessor, District Attorney and Sheriff. A County Executive appointed by the Board of Supervisors runs the day-to-
day business of the County.

The County provides a full range of services including public protection, construction and maintenance of all public facilities, waste management,
water, parks maintenance and operations, health and human services, human assistance, child, family and adult services, planning, tax collection,
elections, airports and many others. Supporting the delivery of County-wide services are several departments and agencies. The financial reporting
entity of the County includes all the funds of the primary government (i.e., County of Sacramento as legally defined), as well as all of its component
units, if applicable. Component units are legally separate entities for which the primary government is financially accountable.

Blended component units, although legally separate entities, are, in substance, part of the primary government’s operations and are included as part of
the primary government. Accordingly, these blended component units are accounted for in the governmental funds and a private purpose trust fund, as
disclosed in the notes to the accompanying financial statements.

ECONOMIC CONDITION AND OUTLOOK

The national economy grew at a solid pace in FY 2021-22, with the Gross Domestic Product (GDP) increasing by an average annual growth rate of 3.9
percent for the year, as the economy continued to recover from disruptions caused by the COVID-19 pandemic. However, the annual growth rate for the
second quarter of calendar year 2022 was 1.7 percent, indicating a slowdown in growth. As the Federal Open Market Committee (FOMC) continues to
increase interest rates to slow historically high inflation, many economists now expect a recession in the near term. According to the U.S. Bureau of
Labor Statistics, the Consumer Price Index for All Urban Consumers increased at an annual rate of 9.1 percent as of the twelve months ended on June
30, 2022, far exceeding the FOMC’s target average inflation of 2 percent.

Housing Market

The U.S. Census Bureau and U.S. Department of Housing and Urban Development jointly reported that housing starts in July 2022 decreased 9.6
percent from June 2022 and were 8.1 percent below the July 2021 level. Permits for new construction, a sign of future demand, have decreased 1.3
percent from June to July 2022 but are 1.1 percent above the July 2021 level.

Active listings increased 30.7 percent nationally over the last year, according to a report from Realtor.com, while the total inventory of unsold homes
increased by 3.5 percent. The median home price increased in July 2022 by 16.6 percent year-over-year nationally and the typical home spent 35 days
on the market in July 2022, compared to the average 33 days during July 2021. In California, median home prices are continuing to increase through
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July 2022. A report from the California Association of Realtors showed that in July 2022 the median home price was $833,910, an increase of 2.8
percent over the last year.

According to the Federal Reserve Bank of St. Louis, the House Price Index (HPI), a broad measure of the movement of single-family property prices,
in the Sacramento, Roseville, and Folsom Metropolitan Statistical Area (MSA) was 387.58 in January 2022, up from 319.88 in January 2021.
According to a recent report from the California Association of Realtors, the median home price within Sacramento County was $550,000 as of July
2022, a 7.0 percent increase over the prior year. However, consistent with rising interest rates and affordability challenges, the month to month
numbers reflect a downturn in the average home sale price from $560,000 in June to $550,000 in July, a decrease of 1.8 percent.

In FY 2021-22, the County's property tax assessment roll increased by 5.2 percent, following an increase of 6.0 percent in FY 2020-21. This is the
ninth consecutive annual increase since FY 2012-13, for a total increase over that time of over 60 percent. The County is expecting growth of 8.0
percent in FY 2022-23 property taxes, which are based on assessed values as of January 1, 2022. The recent growth in assessed values is due to a
combination of factors, including construction of new homes, sales of existing property with higher values, and annual inflation of assessed values as
permitted by State law. Housing market impacts resulting from increasing interest rates after January 1, 2022 would be reflected in future year assessed
values.

Labor Market

According to the Bureau of Labor Statistics, the national unemployment rate decreased to 3.6 percent in June 2022, down from 6.1 percent in June 2021.
The number of jobs added to nonfarm payroll from May 2022 to June 2022 was 372,000. Notable employment gains in June 2022 occurred in
professional and businesses services, leisure and hospitality, and health care. Employment showed little change over the month in other major industries,
including construction, retail trade, financial activities, other services, and government.

According to a report by the California State Employment Development Department Labor Market Information Division, the unemployment rate in the
Sacramento, Roseville, and Arden-Arcade MSA was 3.3 percent in July 2022, down from 3.4 percent in June 2022, and below 6.8 percent from July
2021. Between July 2021 and July 2022, total jobs in the region increased 3.4 percent, or 34,800 jobs, in the areas of health services, government, and
leisure and hospitality.

Tax Abatements
The County currently offers two types of assessment that meet the tax abatement criteria. The tax abatements, justification and economic benefit are as
follows:

Williamson Land Conservation Act which the county offers to restrict the usage of specific parcels to preserve agricultural and other open space lands.
The future economic impact is approximately $1,000,000 of abated revenue per year.

Mills Act which the county offers to promote the restoration and preservation of qualified historic building by private property owners. This requires
the building owners maintain its historic character and to use it in a manner compatible with its historic features. The future economic impact is
approximately under $20,000 of abated revenue per year.

LONG-TERM FINANCIAL PLANNING

Recognizing that expenditure and revenue decisions made in one year can have a significant effect on the resources that will be available to fund
General Fund programs in future years, but also recognizing the difficulties in predicting future year economic and fiscal conditions, County staff
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prepares a Five-Year Sensitivity Analysis that estimates what the impact could be on the General Fund’s fiscal condition under three different scenarios:
a Baseline Scenario, that staff believes is the most realistic scenario to use for planning purposes, and More Conservative and More Optimistic
Scenarios. Each of the scenarios makes different assumptions about what the General Fund’s discretionary revenue and Net County Cost will be over
the next five years, with the following estimated results:

e The Baseline Scenario shows that the General Fund’s unrestricted fund balance at the end of FY 2027-28 would be around $200 million,
representing a decrease of approximately $100 million from the estimated FY 2022-23 unrestricted fund balance as Net County Cost is expected to
exceed discretionary revenue in the near term.

o Under the More Conservative Scenario, the projected unrestricted fund balance at the end of FY 2027-28 would be a negative $2 million. Of course,
this would not actually happen. As a practical matter, the County would have to begin making significant reductions in General Fund programs
carlier in the forecast period.

e Under the More Optimistic Scenario, the projected unrestricted fund balance at the end of FY 2027-28 would increase to approximately $400
million.

The wide range of projected results in each of the three scenarios illustrates the sensitivity of the projections to the assumptions used in developing
them. Additionally, future circumstances may vary widely from the assumptions made in developing these projections for a wide variety of reasons,
with actual results falling outside the projection range.

In addition to a General Fund Sensitivity Analysis, each year County staff prepares a multi-year Capital Improvement Plan (CIP) and a Technology
Improvement Plan (TIP) for consideration by the Board of Supervisors. The most recent CIP and TIP was approved by the Board in June 2022 and
identified capital and technology needs through FY 2026-27.

RELEVANT FINANCIAL POLICIES
The Board of Supervisors has adopted two policies that provide key budget guidance:

General Reserves Policy

General Reserves Level Goal:

The County’s goal is to have General Reserves equal to 10 percent of discretionary revenue and reimbursements. In accordance with State law, except in
cases of a legally declared emergency, General Reserves may only be cancelled or decreased at the time of budget adoption. In addition to emergencies,
in times of fiscal stress these funds can be used to help balance the General Fund budget as part of a plan to achieve structured balance. Any plan to
achieve structural balance should include a provision to replenish the General Reserves to the 10 percent level.

General Reserves Funding Policies:

e Any existing discretionary reserves no longer needed for the stated purpose will be reclassified as General Reserves.

e In any fiscal year, the Budget Recommended for Adoption (September Budget Hearings), will include an increase in General Reserves in an amount
equal to 10 percent of the General Fund's actual "Available" Fund Balance carry-forward (as determined in July following the close of the County's
books), until the General Reserve level reaches 10 percent of discretionary revenues and reimbursements.

The FY 2022-23 Adopted Budget complied with this policy by increasing General Reserves in an amount equal to 10% of the General Fund Available
Fund Balance carry-forward, for a total increase of $24 million.
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County Budget Priorities

The following are the Board’s Budget Priorities in order of priority:

1. Complying with the County’s legal, financial, regulatory and policy obligations, including providing mandated services, ensuring collection
of revenues, and complying with the General Reserves policy.

2. Maintaining existing service levels budgeted for County programs, improving effectiveness and efficiency where possible and limiting the
extent to which reductions in categorical revenue are backfilled with discretionary resources.

3. Funding new or enhanced programs that focus on the most critical and urgent needs, with the following priority focus areas identified in a
survey of County residents:
° A Countywide focus area of addressing homelessness and its impacts, including housing, mental health and substance use.

An unincorporated focus area of improving the condition of streets and roads.

o

MAJOR INITIATIVES
In the FY 2022-23 budget, Sacramento County is implementing or continuing a number of initiatives in each of the major functional areas of Social
Services, Community Services, Public Safety and Justice, Administrative Services, and General Government.

Social Services: Major Initiatives in County Social Services departments include:

e Continuing and new programs addressing homelessness, including implementation of Safe Stay Communities;

e Behavioral health continuum of care build-out, including Wellness Crisis Response, Assisted Outpatient Treatment, sub-acute psychiatric capacity
expansion, and additional investment in substance abuse treatment;

e Foster family home recruitment;

e Public health preparedness and response;

e Development of a Social Health Information Exchange (SHIE).
Several of these initiatives, including Safe Stay Communities and SHIE, are funded with the County’s allocation of State and Local Fiscal Recovery
Funds under the American Rescue Plan Act (ARPA).

Community Services: Major initiatives in Community Services departments include:

e Substantial investment in County road maintenance, also partially funded with the County’s ARPA allocation;
e Development and adoption of the Communitywide Climate Action Plan;

e Updating the County’s General Plan;

e Implementing organic waste collection in compliance with new State law;

e Retooling the development review process;

e Streamlining the Building Permit process.

Public Safety and Justice: Major initiatives in the Public Safety and Justice area include:

e Relationship and trust building with communities affected by law enforcement;

e Meeting the County’s obligations under the Mays Consent Decree related to conditions of confinement in the County’s jails, including alternatives
to incarceration;

e Criminal Justice System Countywide mapping and data sharing.

X1



To the Citizens of Sacramento County November 30, 2022

Administrative Services: Major initiatives in the Administrative Services area include:

Security enhancements at the County Administration Center;
Investing in greater cybersecurity risk management and response capabilities;
Initiating a multi-year implementation of a new property tax system.

General Government: Major initiatives in the General Government area include implementing a new constituent management system and increased

Board of Supervisors District Office staffing to better serve constituents, as well as a Countywide Diversity, Equity and Inclusion cultural initiative.

DEPARTMENT FOCUS

Each year, we select activities or functions of the County to highlight particular successes or accomplishments. For FY 2021-22, we have selected the
following activities:

Human Assistance (DHA)

Veterans Services — The County Veterans Services Office (CVSO) resumed in-person operations while continuing to serve veterans virtually.
DHA’s CVSO team employed remote technology capabilities and partnered with Veteran organizations to facilitate uninterrupted service to over
7,600 veterans resulting in over $2.1 million in one-time retroactive payments and $3.6 million in cumulative recurring monthly payments to
Sacramento County Veterans.

Homeless Services - DHA’s Homeless Services Division continued its collaboration with community partner agencies to support persons
experiencing homelessness in Sacramento County and manage the persistent effects of the pandemic on persons experiencing homelessness. In FY
2021-22, these efforts included collaborating with city and community partners on the COVID-19 pandemic response for sheltering through Project
Roomkey (PRK). PRK expanded non-congregate shelter units in motels for single adults and provided isolation units for COVID-19 positive
persons experiencing homelessness with no means to isolate themselves. Over 2,000 persons have been enrolled and sheltered through the program.

Health Services

Sacramento County Health Services led response efforts to the COVID-19 pandemic through dispensing of over 116,000 vaccine doses through
various community vaccine sites and partnering with over 22 community based organizations (CBOs), which contributed to passing of Sacramento
County’s vaccination goal. The departm