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Mary B. Bedard, CPA
Auditor-Controller-County Clerk

December 20, 2017

Honorable Board of Supervisors
County of Kern

Honorable Board Members:

The Comprehensive Annual Financial Report (CAFR) of the County of Kern (County) for the fiscal year ended
June 30, 2017 is hereby submitted in compliance with Section 25253 of the Government Code of the State of
California and Board of Supervisors’ Resolution No. 69-58, dated January 28, 1969. The accompanying
financial statements were prepared in accordance with generally accepted accounting principles in the
United States of America (GAAP), and audited by a firm of certified public accountants in accordance with
auditing standards generally accepted in the United States of America and the standards applicable to
financial audits contained in Government Auditing Standards, issued by the Comptroller General of the
United States.

This report consists of management’s representations concerning the finances of the County. Consequently,
management assumes full responsibility for the completeness and reliability of all of the information
presented in this report. To provide a reasonable basis for making these representations, management of
the County has established a comprehensive internal control framework that is designed both to protect the
County’s assets from loss, theft, or misuse and to compile sufficient reliable information for the preparation
of the County’s financial statements in conformity with GAAP. Because the cost of internal controls should
not outweigh their benefits, the County’s comprehensive framework of internal controls has been designed
to provide reasonable rather than absolute assurance that the financial statements will be free from material
misstatement. As management, we assert that, to the best of our knowledge and belief, this financial report
is complete and reliable in all material respects.

The County’s financial statements have been audited by Brown Armstrong Accountancy Corporation, a firm
of certified public accountants. The goal of the independent audit was to provide reasonable assurance that
the financial statements of the County for the fiscal year ended June 30, 2017 are free of material
misstatement. The independent audit involved examining, on a test basis, evidence supporting the amounts
and disclosures in the financial statements; assessing the accounting principles used and significant
estimates made by management; and evaluating the overall financial statement presentation. The
independent auditor concluded, based upon the audit, that there was a reasonable basis for rendering an
unmodified opinion that the County’s financial statements for the fiscal year ended June 30, 2017 are fairly
presented in conformity with GAAP. The independent auditor’s report is presented as the first component of
the financial section of this report.

The independent audit of the financial statements of the County was part of a broader, federally mandated
“Single Audit” designed to meet the special needs of federal grantor agencies. The standards governing
Single Audit engagements require the independent auditor to report not only on the fair presentation of the
financial statements, but also on the audited government’s internal controls and compliance with legal



requirements, with special emphasis on internal controls and legal requirements involving the administration
of federal awards. These reports will be available in the County’s separately issued Single Audit Report.

GAAP requires that management provide a narrative introduction, overview, and analysis to accompany the
basic financial statements in the form of Management’s Discussion and Analysis (MD&A). This letter of
transmittal is designed to complement the MD&A and should be read in conjunction with it. The County’s
MDR&A can be found immediately following the report of the independent auditors.

Profile of the Government

The County of Kern was organized April 2, 1866, from portions of Los Angeles and Tulare Counties, making
it the southernmost county of California’s San Joaquin Valley, and occupies 8,170 square miles. Kern County
is organized as a general law county under California law, and is divided into five supervisorial districts.
Approximately 35 percent of the residents live in the unincorporated area. There are eleven incorporated
cities located within the County. Bakersfield, the County seat, has approximately 43 percent of the County’s
total population of 895,112 living within the greater metropolitan area.

Policymaking and legislative authority is vested in the County Board of Supervisors (Board), which consists of
an elected supervisor from each of the five districts. The Board is responsible, among other things, for
passing ordinances, adopting the budget, appointing committees, and appointing the County Administrative
Officer and most non-elected department heads. Supervisors are elected to four-year staggered terms, with
three supervisors being elected in the presidential election cycle and two supervisors being elected in the
gubernatorial election cycle. The County has elected department heads responsible for the offices of the
Assessor-Recorder, Auditor-Controller-County Clerk, District Attorney, Sheriff-Coroner-Public Administrator,
and Treasurer-Tax Collector.

As depicted on the organizational chart on page 9, the County provides a full range of services in the
following areas: general government; public protection; public ways and facilities; health and sanitation;
public assistance; education; and culture and recreation. At the beginning of the fiscal year 2016-17, Kern
Medical was officially transferred to a stand-alone Hospital Authority. The transfer includes all assets,
liabilities and operations of Kern Medical.

The annual budget serves as the foundation for the County’s financial planning and control. The County
prepares and approves a recommended budget by June 30, and adopts a budget not later than October 2nd
each fiscal year in accordance with Government Code Sections 29000-29144. The County adopts budgets for
all major funds and certain non-major governmental funds. The Auditor-Controller-County Clerk is
responsible for controlling expenditures within budgeted appropriations. Expenditures are controlled at the
object level for all budget units within the County. Encumbrance accounting is utilized to ensure effective
budgetary control and accountability. Unencumbered appropriations lapse at year-end and encumbrances
outstanding at that time are reported as reservations of fund balance for subsequent year expenditures.
Transfers of appropriations between budget units must be approved by the Board of Supervisors. Necessary
supplemental appropriations, normally financed by unanticipated revenues during the year, and transfers of
appropriations between expenditure object classifications, must also be approved by the Board.

In addition to these controls, the Auditor-Controller’s Audit Division performs periodic internal control,
compliance, and management audits of County departments. On an annual basis, an audit plan is
recommended by the Auditor-Controller and approved by the Board of Supervisors. These audits help to
ensure that prescribed procedures are followed while evaluating the adequacy, efficiency, and effectiveness
of departmental governance, risk management, and internal controls. A fraud hotline provides County
employees and the public with a way to anonymously report perceived fraud, waste or abuse in County
government. Allegations reported to the hotline are evaluated by the Auditor-Controller’s Audit Division and
investigated, as appropriate.



Budget-to-actual comparisons are provided in this report for each individual governmental fund for which an
appropriated annual budget has been adopted. For the General Fund and all budgeted major funds,
comparisons are presented as part of the required supplementary information. For non-major governmental
funds with appropriated annual budgets, these comparisons are presented in the combining and individual
fund statements and schedules subsection of this report.

Factors Affecting Financial Condition

The information presented in the financial statements is perhaps best understood when it is considered from
the broader perspective of the specific environment within which the County operates.

Long-term financial planning

Long-term financial planning is difficult to accomplish given the recent decline of local assessed value of oil &
gas roll, as well as the State experiencing significant financial difficulties from time to time. The County can
reasonably expect that the State will continue to balance its budget by requiring local political subdivisions,
including the County, to fund certain costs borne by the State. In addition, the County cannot predict the
fiscal outcome of future State budget negotiations, the impact that such budgets will have on County
finances and operation or what actions will be taken in the future by the State Legislature and Governor to
deal with changing State revenues and expenditures. There can be no assurances that actions taken by the
State will not materially adversely affect the financial condition of the County. Current and future State
budgets will be affected by national and State economic conditions and other factors, over which the County
has no control. Current financial planning for future major outlays is considered on a case-by-case basis by
the Board of Supervisors and the County Administrative Office. In the short-term, the County Administrative
Office evaluates the necessity for mid-year budgetary adjustments be made for known shortfalls in budgeted
revenue.

Since 1998-99, the Board of Supervisors has set aside funds for fiscal stability, in an effort to address on a
long-term basis the fluctuations in County discretionary revenue from one fiscal year to the next. The intent
is for the County to set aside funds when available to help mitigate significant service reductions in fiscal
years where the amount of property tax or other discretionary revenue is estimated to be severely impacted.
As the County plans for the upcoming fiscal year budgets, Board mandates on limited hiring and spending
are in place to provide for future increase in benefit costs and decline in revenues. For the Fiscal Year 2017-
18 budget, General Fund departments that are supported by an allocation of Net County Cost were reduced
by 3.5% from the Fiscal Year 2016-17 budget.

Local economy

Kern County is fortunate to be rich in natural resources. It remains the largest oil-producing County in the
State of California, producing an estimated 72% of all the State’s oil. Although rich in natural resources, the
drop in oil prices has reduced the County’s discretionary resources for Fiscal Year 2016-17 by 4.3% from
Fiscal Year 2015-16. The resulting decrease of discretionary revenue amounted to $29.4 million less than
Fiscal Year 2015-16.

Agriculture continues to remain steady, with the County being the leading producer of agricultural products
in the State. The unemployment rate decreased from 10.8% in 2015-16 to 9.5% in 2016-17. The
population of the County increased by 0.9% to 895,112. The County’s major employers continue to be
Grimmway Farms, Edwards Air Force Base, China Lake Naval Weapons Center, and the County of Kern.

Debt administration

The County has instituted a cash management program for its General Fund through the issuance of tax and
revenue anticipation notes (TRAN). The TRAN provides cash flows to meet General Fund expenditures
during the period prior to collection of property taxes. For the fiscal year 2016-17 the County issued
$160,000,000 in TRANs that matured on June 30, 2017.



In 1995 the County of Kern issued Taxable Pension Obligation Bonds in the amount of $227,818,439. In
2003, the County issued additional Taxable Pension Obligation Bonds in the amount of $288,177,067. The
courts and the Kern County Employees’ Retirement Association were included in the original issuance of
these bonds. They are no longer part of the County. In 2008, the County refinanced the 2003B Taxable
Pension Obligation Bonds.

As of June 30, 2017, the County had outstanding certificates of participation in a principal amount of
$81,695,000. The proceeds of such certificates of participation are being used for the purchase of
equipment, as well as the acquisition, construction and renovation of certain public facilities within the
County. In December 2016, the County refinanced the 2009 Certificates of Participation for capital
improvement projects.

A summary of the County’s certificates of participation (COP) as of June 30, 2017 includes (in thousands):

Date Principal
Description of Issue Issued Maturity =~ Outstanding
2011 Refunding COP - Governmental Portion 2011 2019 $ 1,345
2016 Refunding COP 2016 2034 80,350

Total $ 81,695

Major Initiatives

County Fiscal Plan

The Board of Supervisors approved a Four-Year Fiscal Deficit Mitigation Plan for the County’s General and
Fire Funds in 2016-17. The past several years have challenged the Board's ability to achieve fiscal
sustainability and meet the increasing demand for public services. In addition to a decline in countywide
discretionary revenue, the County is facing retirement cost increases and fiscal uncertainty related to
economic challenges. In the coming years, the County faces the challenge of continuing to provide quality
services to its residents while managing the impacts of revenues that are not expected to increase
sufficiently to cover increased costs. The County declared a fiscal emergency in January 2015 as a
proactive budgetary measure in preparation for absorbing what, at the time, was a $50 million loss of
property tax revenue as a result of a decline in the assessed value of oil and gas properties caused by the
falling market value of oil. The declaration allowed access to the County's General Reserve and provided
flexibility to modify staffing for the Fire Department, if necessary. With accompanying actions taken in fiscal
year (FY) 2014-15 and again in FY 2015-16 that included mid-year reductions to preserve resources, the
General Fund budget was balanced without significant service level impacts to the community. The
declaration of fiscal emergency was most recently reaffirmed by the Board on August 29, 2017.

The intention of the Deficit Mitigation Plan is to gradually reduce department budgets over four years, as
needed, to resolve structural deficits resulting from significantly lower property tax revenue. Some use of
one-time fund balance and reserves is anticipated over this time to phase in the reductions and minimize
service level impacts.

Strategic Initiatives
During 2016-17 the County adopted three countywide strategic initiatives. The 2017-18 Budget supports
these initiatives as follows:

® Enhance Quality of Life for Kern County Residents: Allocates $793 million towards public
protection with minimal service level impacts to ensure strong public safety efficacy. Provides
funding for the second year of a Sheriff Deputy Academy and the opening of the new jail facility in
FY 2017-18. Funds fully staffing the Fire Department. Continues to provide In Home Support



Services at current levels despite the shift of approximately $3.4 million from the State to the
County. Includes workforce enhancement through adult education partnerships, employment
training classes, and job placement and occupational readiness services. Maintains Library services
at current hours of operation and allocates funding to Animal Services for the spay/neuter program.

® Be a Model of Excellence in Managing our Business and People: Provides for balanced
budgets in the General and Fire Funds consistent with the Four-Year Plan to mitigate the structural
deficits, avoid layoffs, and maintain service efficacy. Considers labor negotiations that will result in
ongoing cost reductions and promotes retention of critical public safety positions. Makes a priority
of encouraging countywide promotional opportunities and regular recruitment announcements to
"Hire from Within." Includes funding for a comprehensive analysis of fire and EMS services focusing
on improving efficiency for service delivery options. Sets aside funding for future retirement cost
increases.

® Fostering a Culture of Innovation: Allocates funding towards the countywide deployment of
Lean Six Sigma training to identify opportunities that achieve greater efficiency; replacement of the
County's outdated email system with Office 365; and the modernization of the County's website
through a more user-friendly, transparent and social media connected design. Includes the effects
of renegotiating contracts with other agencies to ensure appropriate cost reimbursement for
services and tax revenue sharing.

Awards and Acknowledgments

The Government Finance Officers Association of the United States and Canada (GFOA) awarded a Certificate
of Achievement for Excellence in Financial Reporting to the County of Kern for its comprehensive annual
financial report for the fiscal year ended June 30, 2016. This was the twentieth consecutive year that the
County of Kern has achieved this prestigious award. In order to be awarded a Certificate of Achievement, a
government unit must publish an easily readable and efficiently organized comprehensive annual financial
report. This report must satisfy both generally accepted accounting principles and applicable legal
requirements.

A Certificate of Achievement is valid for a period of one year only. We believe our current comprehensive
annual financial report continues to meet the Certificate of Achievement Program’s requirements and we are
submitting it to the GFOA to determine its eligibility for another certificate.

I wish to express my appreciation to the staff of the Auditor-Controller-County Clerk’s Office whose hard
work, professionalism and dedication are responsible for the preparation of this report, and to the firm of
Brown Armstrong Accountancy Corporation for their professional assistance. Finally, I would like to thank the
Board of Supervisors and the County Administrative Office for their continued efforts in planning and
conducting the County’s financial operations in a responsible and progressive manner.

Sincerely,

Mary B. Bedard, CPA
Auditor-Controller-County Clerk
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INDEPENDENT AUDITOR’S REPORT

To the Honorable Board of Supervisors
of the County of Kern, California

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the
business-type activities, the discretely presented component units, each major fund, and the
aggregate remaining fund information of County of Kern, California, (the County) as of and for
the year ended June 30, 2017, and the related notes to the financial statements, which
collectively comprise the County’s basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with accounting principles generally accepted in the United States of
America; this includes the design, implementation, and maintenance of internal control relevant
to the preparation and fair presentation of financial statements that are free from material
misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We
did not audit the financial statements of the Kern County Hospital Authority (Hospital Authority)
(discretely presented component unit) and Tejon Ranch Public Facilities Financing Authority
(discretely presented component unit), which represent 90% of the total assets and 97% of the
total revenues of the County’s discretely presented component units. These financial
statements were audited by other auditors whose report thereon has been furnished to us, and
our opinions, insofar as it relates to the amounts included for the Hospital Authority and Tejon
Ranch Public Facilities Authority, are based on the report of those auditors.

We conducted our audit in accordance with auditing standards generally accepted in the
United States of America and the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States.
Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor's
judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
entity’s internal control. Accordingly, we express no such opinion. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinions.
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Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities, the business-type activities, the discretely presented component
units, each major fund, and the aggregate remaining fund information of the County, as of June 30, 2017, and the
respective changes in financial position, and, where applicable, cash flows thereof for the year then ended in
accordance with accounting principles generally accepted in the United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s discussion
and analysis on pages 15-25; budgetary comparison schedules and related notes for the General Fund and major
special revenue funds on pages 92-101; schedules of the County’s proportionate share of the net pension liability and
schedule of the County’s pension contributions on page 102; and schedule of funding progress, actuarial
assumptions and methodology for the County’s other post-employment benefits plan on pages 103-104, be
presented to supplement the basic financial statements. Such information, although not a part of the basic financial
statements, is required by the Governmental Accounting Standards Board (GASB), who considers it to be an
essential part of financial reporting for placing the basic financial statements in an appropriate operational, economic,
or historical context. We have applied certain limited procedures to the required supplementary information in
accordance with auditing standards generally accepted in the United States of America, which consisted of inquiries
of management about the methods of preparing the information and comparing the information for consistency with
management’s responses to our inquiries, the basic financial statements, and other knowledge we obtained during
our audit of the basic financial statements. We do not express an opinion or provide any assurance on the information
because the limited procedures do not provide us with sufficient evidence to express an opinion or provide any
assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise
the County’s basic financial statements. The introductory section, combining and individual fund statements and
schedules, and statistical section are presented for purposes of additional analysis and are not a required part of the
basic financial statements.

The combining and individual fund statements and schedules are the responsibility of management and were derived
from and relate directly to the underlying accounting and other records used to prepare the basic financial
statements. Such information has been subjected to the auditing procedures applied in the audit of the basic financial
statements and certain additional procedures, including comparing and reconciling such information directly to the
underlying accounting and other records used to prepare the basic financial statements or to the basic financial
statements themselves, and other additional procedures in accordance with auditing standards generally accepted in
the United States of America. In our opinion, the combining and individual fund statements and schedules are fairly
stated in all material respects in relation to the basic financial statements as a whole.

The introductory and statistical sections have not been subjected to the auditing procedures applied in the audit of the
basic financial statements and, accordingly, we do not express an opinion or provide any assurance on them.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated December 20, 2017, on
our consideration of the County’s internal control over financial reporting and on our tests of its compliance with
certain provisions of laws, regulations, contracts, and grant agreements and other matters. The purpose of that report
is to describe the scope of our testing of internal control over financial reporting and compliance and the results of
that testing, and not to provide an opinion on internal control over financial reporting or on compliance. That report is
an integral part of an audit performed in accordance with Government Auditing Standards in considering the County’s
internal control over financial reporting and compliance.

BROWN ARMSTRONG
ACCOUNTANCY CORPORATION

Groum %mmm?/
Bakersfield, California ]
December 20, 2017 4"-"‘”‘%044!7 MWW‘——"
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COUNTY OF KERN
MANAGEMENT’'S DISCUSSION AND ANALYSIS

FOR THE FISCAL YEAR ENDED JUNE 30, 2017
UNAUDITED

The management’s discussion and analysis section of the County of Kern's (County) Comprehensive Annual
Financial Report (CAFR) presents a narrative overview and analysis of the financial activities of the County for the
fiscal year ended June 30, 2017. Users of these financial statements should read this section in conjunction with
the transmittal letter at the front of the CAFR and the County’s basic financial statements following this section. All
amounts, unless otherwise indicated, are expressed in thousands of dollars.

Financial Highlights

e At June 30, 2017, the County's total net position was $681,400. Of this total net position, $2,024,834 is
attributed to net investment in capital assets, and $397,190 is restricted, which may be used for the
County’s ongoing obligations with external restrictions. (For additional information on Restricted Net
Position see Note XVIII. B.) The remaining balance of the total net position is a deficit balance of
$1,740,624, representing the unrestricted net position.

e During the current fiscal year, the County’s net position increased by $420,452. The County’s net position
increased by $109,402 for governmental activities and $311,050 for business-type activities. The
significant increase in the business-type activities resulted from the transfer of operations of Kern Medical
to a special district. Kern Medical will be reported as a discretely presented component unit of this CAFR.

e At June 30, 2017, the County's governmental funds reported total ending fund balance of $683,421, an
increase of 1.41% compared to prior year’s total ending fund balance. Approximately $658,942 or 96.4%
is considered spendable fund balance. See further discussion in the Financial Analysis of the County’s
Governmental Funds section on page 19.

e At June 30, 2017, the spendable fund balance for the General Fund was $265,773 or 42.3% of total
General Fund expenditures.

Overview of the Basic Financial Statements

Management’s discussion and analysis is intended to serve as an introduction to the County’s basic financial
statements. The County’s basic financial statements are comprised of three components:

e Government-wide financial statements
e Fund financial statements
¢ Notes to the financial statements.

Government-Wide Financial Statements
The government-wide financial statements are designed to provide readers with a broad overview of the County’s
finances in a manner similar to a private-sector business.

The Statement of Net Position presents information on all the County’s assets and deferred outflows of resources
less liabilities and deferred inflows of resources with the difference reported as net position. Over time, increases
and decreases in net position may serve as a useful indicator of whether the financial position of the County is
improving or deteriorating.
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The Statement of Activities presents information illustrating 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 takes place regardless
of when cash is received or paid. Thus, some revenues and expenses are reported in the CAFR for some items
that will only result in cash inflows and outflows in future fiscal years.

Both the Statement of Net Position and the Statement of Activities distinguish between activities that are primarily
financed with taxes and intergovernmental revenues (governmental activities) and those that are intended to
recover all or a significant portion of their costs through user fees and charges for services (business-type
activities). The County’s governmental activities include general government, public protection, public ways and
facilities, health and sanitation, public assistance, education, and culture and recreation. The County’s business-
type activities include the operation of seven airports, two sanitation districts, public transportation, three golf
courses, solid waste disposal, and activities associated with waste pick-up for the more densely populated
unincorporated areas of Bakersfield and Taft. Although the Golf Courses, Sanitation Districts, Kern Asset Leasing
Corporation, and County Service Areas are legally separate entities, in substance they are part of the County’s
operations and have been included as part of the County’s governmental and business-type activities.

The government-wide financial statements are presented on pages 27 and 28 of the CAFR.

Fund Financial Statements

The fund financial statements provide detailed information about the most significant funds, not the County as a
whole. A fund is a fiscal and accounting entity designated to report information about groupings of related
accounts that are used to maintain control over resources that have been segregated for specific activities or
attaining certain objectives in accordance with specific regulations, restrictions, or limitations. All of the County’s
funds can be divided into three broad categories:

e Governmental funds
e Proprietary funds
e Fiduciary funds.

Governmental funds are used to account for activities that are similar in nature to the governmental activities in
the government-wide financial statements. However, unlike the government-wide financial statements, the
governmental fund financial statements focus on future 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 used in
evaluating Kern County’s future financing requirements and available resources.

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. This will allow readers to get a better
understanding of the long-term impact of the County’s future financing decisions. Both the governmental funds’
balance sheet and the governmental funds’ statement of revenues, expenditures, and changes in fund balances
provide a reconciliation to facilitate this comparison between governmental funds and governmental activities.

The County reports eight major individual governmental funds. Information is presented separately in the
governmental funds balance sheet and in the governmental funds statement of revenues, expenditures, and
changes in fund balances for each of the major funds. Data from the other governmental funds are combined into
a single, aggregated presentation. Individual fund data for each of these non-major governmental funds is
provided in the form of combining statements located in the Combining and Individual Fund Statements and
Schedules section.

The County adopted an annual appropriated budget for all its major governmental funds. Budgetary comparison
schedules have been provided for these funds to demonstrate compliance with this budget and are included in the
Required Supplementary Information section of the CAFR (debt service funds are not required to be presented in
these financial statements). Individual budgetary data for each of the budgeted non-major governmental funds is
provided elsewhere in the CAFR.

The basic governmental fund financial statements are presented on pages 30 through 35 of the CAFR.

Proprietary funds are reported in two ways: enterprise funds and internal service funds. Enterprise funds are
reported as business-type activities in the government-wide financial statements. The County has the following
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enterprise funds: Airports, County Sanitation Districts, Golf Courses, Public Transportation, Waste Management and
Universal Collection. Internal service funds are used to accumulate and allocate costs internally among the
County’s various functions.

Proprietary funds provide the same type of information as the government-wide financial statements, only in more
detail. The proprietary funds’ financial statements provide separate information for Airports, and Waste
Management, which are considered to be major funds of the County. For presentation, all other enterprise funds
are combined into a single, aggregated column, as well as the internal service funds. Individual fund data for the
non-major enterprise funds and the internal service funds is provided in the combining statements of the CAFR.

The County uses the following internal service funds: General Liability, General Services - Garage, Group Health,
Public Works, Retiree Group Health, Unemployment Compensation, and Workers’ Compensation. Because such
functions predominantly benefit governmental rather than business-type activities, they have been included within
governmental activities in the government-wide financial statements.

The proprietary funds basic financial statements are presented on pages 36 through 39 of the CAFR.

Fiduciary funds are used to account for resources held for the benefit of parties outside the County government.
Because fiduciary funds are presented separately, they do not appear in the government-wide financial statements.
The resources of fiduciary funds are not available to support the County’s own programs. Fiduciary funds are
accounted for similar to proprietary funds.

The fiduciary fund basic financial statements are presented on pages 40 and 41 of the CAFR.

Notes to the Financial Statements

The notes to the financial statements provide additional information that is essential for a full understanding of the
data provided in both government-wide and fund financial statements.

The notes to the financial statements are presented starting on page 45 of the CAFR.

Government-wide Financial Analysis

As noted earlier, net position may serve as a useful indicator of a government’s financial position over time. At
June 30, 2017, the County’s total net position was $681,400. See Table 1 on page 18 for details.

The County’s largest portion of total net position is the net investment in capital assets of $2,024,834. The
investment in capital assets includes land, buildings and improvements, roads, flood control channels, machinery
and equipment, intangibles and construction in progress, less accumulated depreciation and amortization and any
related outstanding debt used to acquire those assets. The County uses these capital assets to provide services to
citizens, and, as a result, these assets are not available for future spending. Because the investment in capital
assets is reported net of related debt, and since the capital assets themselves cannot be used to liquidate the debt
liabilities, it should be noted that the resources needed to repay this debt must be provided from other sources.

Of the County’s total net position, $397,190 is restricted, which represents external restrictions on how these
resources may be used. The major portion of the restricted resources, $355,598, is reserved for capital projects,
public protection, public ways & facilities and health & sanitation. The remaining balance of net position represents
the unrestricted resources, which have a deficit balance of $1,713,301. This deficit balance is primarily due to the
inclusion of the debt associated with the Kern County Tobacco Funding Corporation (see Note XIX. C) Certificates
of Participation for capital projects, other post-employment benefits, net pension liability and the Pension
Obligation Bonds used to pay the unfunded actuarial accrued liability owed to the Kern County Employees’
Retirement Association.

At June 30, 2017, the County as a whole and its governmental and business-type activities reported positive
balances in “"Net Investment in Capital Assets” and “Restricted Net Position.” For both governmental and business-
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type activities, deficits were reported in unrestricted net position. Per the Governmental Accounting Standards
Board’s (GASB) directive, the County now reports a governmental activities’ unrestricted net position deficit of
$1,713,301, which is primarily due to the recognition of liabilities mentioned in the previous paragarph. The
business-type activities reported a deficit in unrestricted resources of $27,323. The deficit is attributable to the
negative unrestricted resources of Waste Management and Airports.

Current and Other Assets
Capital Assets

Total Assets

Total Deferred Outflows of
Resources

Current and Other Liabilities
Long-Term Liabilities

Total Liabilities

Total Deferred Inflows of
Resources

Net Position
Net Investment in
Capital Assets
Restricted
Unrestricted

Total Net Position

Table 1 - County of Kern’s Net Position (In Thousands)

Governmental Business-Type
Activities Activities Total
Total
2017 2016 2017 2016 2017 2016 Change
$ 996,595 $ 958,156 94,841 $ 241,682 $ 1,091,436 $ 1,199,838 $ (108,402)
1,935,122 1,870,269 189,122 216,586 2,124,244 2,086,855 37,389
2,931,717 2,828,425 283,963 458,268 3,215,680 3,286,693 (71,013)
459,036 282,809 9,005 55,877 468,041 338,686 129,355
139,220 231,258 12,121 159,531 151,341 390,789 (239,448)
2,585,682 2,370,236 121,331 525,628 2,707,013 2,895,864 (188,851)
2,724,902 2,601,494 133,452 685,159 2,858,354 3,286,653 (428,299)
141,140 94,431 2,827 17,319 143,967 111,750 32,217
1,840,822 1,774,494 184,012 204,567 2,024,834 1,979,061 45,773
397,190 381,142 8,567 397,190 389,709 7,481
(1,713,301) (1,740,327) (27,323) (401,467) (1,740,624) (2,141,794) 401,170
$ 524,711 $ 415,309 156,689 $ (188,333) $ 681,400 $ 226,976 $ 454,424
Unrestricted
M Restricted
i m Net Investmentin Capital
MM
WA
$(2,000,000) $(1,000,000) $- $1,000,000 $2,000,000
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As shown in Table 2, the County’s total net position increased by $420,452, of which all is attributed to current
year activity, including the transfer of operations of Kern Medical.

Table 2 - County of Kern’s Changes in Net Position (In Thousands)

Governmental Business-Type
Activities Activities Total
Total
2017 2016 2017 2016 2017 2016 Change
Revenues
Program Revenues
Charges for Services $ 268,880 $ 253,419 $ 73,222 $ 255,235 ¢ 342,102 $ 508,654 ¢ (166,552)
Operating Grants & Contributions 814,087 762,670 2,974 135,960 817,061 898,630 (81,569)
Capital Grants & Contributions 87,051 53,269 25,291 5,720 112,342 58,989 53,353
General Revenues
Property Taxes 248,903 265,638 248,903 265,638 (16,735)
Aircraft Taxes 271 256 271 256 15
Sales & Use Taxes 44,699 45,554 44,699 45,554 (855)
Transient Occupancy Tax 2,403 2,437 2,403 2,437 (34)
Special Assessments 3,265 3,022 3,265 3,022 243
Transfer Tax 3,607 3,888 3,607 3,888 (281)
Other Taxes 1,544 1,444 1,544 1,444 100
Vehicle License Taxes 93,082 96,965 93,082 96,965 (3,883)
Investment Earnings 10,514 29,511 432 1,401 10,946 30,912 (19,966)
Miscellaneous 8,519 9,372 8,519 9,372 (853)
Total Revenues 1,586,825 1,527,445 101,919 398,316 1,688,744 1,925,761 (237,017)
Expenses
General Government 108,559 86,975 108,559 86,975 21,584
Public Protection 597,476 631,913 597,476 631,913 (34,437)
Public Ways & Facilities 60,666 48,945 60,666 48,945 11,721
Health & Sanitation 206,660 165,023 206,660 165,023 41,637
Public Assistance 466,736 466,599 466,736 466,599 137
Education 8,403 8,874 8,403 8,874 (471)
Culture & Recreation Services 777 11,586 777 11,586 (10,809)
Interest on Short & Long-Term Debt 35,566 46,805 35,566 46,805 (11,239)
Airports 7,320 7,040 7,320 7,040 280
County Sanitation Districts 4,255 4,156 4,255 4,156 99
Golf Courses 217 216 217 216 1
Kern Medical 311,695 - 311,695 (311,695)
Public Transportation 10,621 10,101 10,621 10,101 520
Universal Collection 13,305 13,132 13,305 13,132 173
Waste Management 37,626 32,138 37,626 32,138 5,488
Total Expenses 1,484,843 1,466,720 73,344 378,478 1,558,187 1,845,198 (287,011)
Excess of Revenues Over
Expenses Before Transfers 101,982 60,725 28,575 19,838 130,557 80,563 49,994
Transfers (328) (33,407) 328 33,407 -
Special Item - Transfer of Operations 7,748 282,147 289,895 289,895
Increase in Net Position 109,402 27,318 311,050 53,245 420,452 80,563 339,889
Net Position at Beginning of Year* 415,309 387,991 (154,361) (207,606) 260,948 180,385 80,563
Net Position at End of Year $ 524711 ¢ 415309 $ 156689 $ (154,361) $ 681,400 $ 260,948 ¢ 420,452

* As restated. See Note II. A.
Governmental Activities
The Governmental activities increased the County’s net position by $109,402 for the year ended June 30, 2017:

e Total revenues increased by 3.9%; capital and operating grants made up a majority of the increase.

e As an arm of the State government, operating grants and contributions serve multiple programs,
representing 68.2% of the County’s program revenue for governmental activities, and are tied to the
mandated services such as public assistance, public health, and mental health. Funding levels for these
revenue sources increased by 6.7% from the prior year.

19



Taxes and investment earnings that are generated locally provide the Board of Supervisors (Board) with
most of its discretionary spending power. They decreased primarily due to the following:

Property Taxrevenues decreased by $16,735 or 6.3% from prior year.

Investment Earnings revenues decreased by $18,997 or 64.4% from prior year due primarily to change in
fair value of investments at year-end.

Total expenses increased by $18,123 or 1.2% from prior year due to increases in salaries and benefits.
General Government, Public Ways & Facilities, and Health & Sanitation were the functions that had
increases. Public Protection had an increase to salaries and benefits, but the overall decrease resulted
from capitalized cost.

Program Revenues & Expenses

s e ‘L
Public Protection

Public Ways & Facilities |

Health & Sanitation

Public Assistance —

Education [

Culture & Recreation |

S- $100,000 $200,000 $300,000 $400,000 $500,000 $600,000

M Expenses W Program Revenues

Revenues by Source

0.7% |[ 2.8%

M Operating Grants & Contributions 51.3% @l Charges for Services 16.9%

M Property Taxes 15.7% HVehicle License Taxes 5.9%
M Sales & Use Taxes 2.8% HInvestment Earnings .7%
M Capital Grants & Contributions 5.5% Wl Other Taxes 1.2%
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Business-type Activities

Business-type activities’ total net position increased the County’s net position by $311,050, which was an increase
of $257,805 as compared to the prior year’s increase in net position of $53,245. Charges for Services and
Operating Grants and Contributions decreased by $314,999 due primarily to the transfer of Kern Medical operations
to a special district. Expenses in the government-wide business-type activities increased by $6,561, attributed to
an increase in salaries and benefits and the allocation of internal service fund activity, excluding the transfer of
operations of Kern Medical.

Program Revenues & Expenses

Airports

Public Transit

Waste Management

Other

S- $10,000 $20,000 $30,000 $40,000 $50,000

H Expenses H Program Revenues

Revenues by Source

E Charges for Services 71.8% H Operating Grants & Contributions 2.9%

H Investment Earnings .4% ® Capital Grants & Contributions 24.8%

21



Financial Analysis of the County’s Funds

The County uses fund accounting to ensure and to demonstrate compliance with financial-related legal
requirements.

Governmental Funds

The focus of the County’s governmental funds is to provide information on future inflows, outflows, and balances
of spendable resources. Such information is useful in assessing the County’s financing requirements. Unreserved
fund balance may serve as a useful measure of the County’s net resources available for spending at the end of the
fiscal year.

At June 30, 2017, the County’s governmental funds reported total fund balances of $683,421, an increase of 1.4%
compared to prior year’s total ending fund balance. Approximately $658,942 or 96.4% of total fund balance is
spendable fund balance, which is a useful measure of the County’s resources available for spending in subsequent
periods. Spendable fund balance is broken out into the following categories: Restricted, Committed, Assigned and
Unassigned. These categories identify allowable usage of fund balance. The remaining balance of fund balance is
nonspendable. Nonspendable fund balance indicates that it is not available for spending because it is either not in
spendable form or legally or contractually required to be maintained intact.

The General Fund is the chief operating fund of the County. At June 30, 2017, spendable fund balance of the
General Fund was $265,773. As a measure of the General Fund's liquidity, it may be helpful to compare both
spendable fund balance and total fund balance to total fund expenditures. Spendable fund balance represents
42.3% of total General Fund expenditures, while total fund balance represents 45.8% of total General Fund
expenditures.

The other governmental funds’ fund balances increased by $14,244 or 3.6%. The following major governmental
funds increased in fund balance:

e Behavioral Health & Recovery Services — Fund balance increased by $15,573 from the prior year due to an
increase in charges for services revenues.

e Community Development — Fund balance increased by $850 from the prior year due to an increase in Aid
from Other Governmental Agencies.

e County Local Revenue Fund — Fund balance increased by $10,914 due to increase in Aid from Other
Governmental Agencies.

e Human Services — Fund balance increased by $7,477 from the prior year due in part to an increase in Aid
from Other Governmental Agencies.

The following major governmental funds decreased in fund balance:

e Kern County Tobacco Funding Corporation — Fund balance decreased by $84 from the prior year due to a
minimal reduction in activity.

e Roads — Fund balance decreased by $4,285 from the prior year due to a increase in expenditures.

e Structural Fire — Fund balance decreased by $3,154 from the prior year due to a decrease in operating
transfers.

Proprietary Funds

The proprietary funds provide similar information to the government-wide financial statements, but in more detail.
The enterprise funds’ total net position increased by $311,199. The net position of Waste Management increased
by $6,785, similar to prior year’s increase. The net position of Kern Medical increased by $282,147 as a result of
the transfer of operations to the Hospital Authority. The net position of Airports increased by $20,668 primarily
due to increased capital contributions and a decrease in operating expenses. Additionally, the combined net
position of the non-major enterprise funds increased by $1,599.
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The internal service funds had an increase in net position of $24,965 due to increases in charges for services and
reduction in expense.

General Fund Budgetary Variances

The difference between the General Fund’s original budget and final budget includes appropriations that rolled over
from the prior year and increases in supplemental appropriations. The County also adjusted for mid-year
identification of any resource short-fall by adjusting appropriations down. The supplemental appropriations
increases were from unanticipated revenue sources received throughout the year. All functions came in under
budget due to various reasons, with the core reason being departments’ conservative spending and hiring.
Dwindling tax revenues, related to a continued drop in oil prices, was the primary cause of the conservative
approach. Significant variances are briefly summarized as follows:

Increase in total General Government appropriations of $57,783 includes prior year appropriations that
consisted of major maintenance and capital projects as well as appropriations transferred from
appropriations for contingencies. Also included in that number is reclassification of the Parks department
into the General Services department.

Increase in total Public Protection appropriations of $6,284 includes prior year appropriations for capital
projects and additional appropriations for capital assets.

Culture and Recreation Services decreased by $12,153 due to the move of the Parks department to the
General Services department.

Miscellaneous increases in appropriations for normal operations in other budgetary functions of the General
Fund.

Significant variances between the General Fund'’s final budget and actual on the budgetary basis are as follows:

Taxes exceeded budget estimates due to greater secured, supplemental and sales tax revenues.

Aid from Other Governmental Agencies decreased due to a reduction in State aid for welfare and other
various programs.

General Government excess appropriations are the result of capital projects not started.

Public Protection excess appropriations are the result unspent funds in Probation, Sheriff, and Planning,
with small unspent funds in all other Public Protection departments.

Capital Assets and Debt Administration

Capital Assets

The County’s total net capital assets are $2,124,244 at June 30, 2017. Capital assets include land, land acquisition
in progress, construction in progress, works of art, infrastructure, structures and improvements, equipment and
intangibles. The County’s capital assets are illustrated in Table 3.
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Table 3 — The County’s Gross Capital Assets (In Thousands)

Governmental Business - Type
Activities Activities Total Total
2017 2016 2017 2016 2017 2016 Change

Land $ 27,104 $ 27,104 $ 27,447 $ 27,617 $ 54,551 $ 54,721 $ (170)
Land Acquisition in Progress 97 93 97 93 4
Construction in Progress 129,936 59,738 32,677 10,373 162,613 70,111 92,502
Works of Arts 60 60 198 198 258 258
Infrastructure 742,711 721,048 51,756 51,360 794,467 772,408 22,059
Structures and Improvements* 461,482 449,446 156,254 237,661 617,736 687,107 (69,371)
Equipment 201,016 197,803 31,452 69,673 232,468 267,476 (35,008)
Intangibles 1,123,503 1,122,266 886 11,639 1,124,389 1,133,905 (9,516)

Total $ 2,685,812 $ 2,577,465 $ 300,767 $ 408,614 $ 2,986,579 $ 2,986,079 $ 500

*As restated. See Note II. A.

The major capital assets events during the current fiscal year include the following:

e Major construction in progress includes new jail facility, upgrade to the Lerdo water plant and several roads

projects.

e The Roads Department had several infrastructure improvements and additions for the current fiscal year.
The total infrastructure additions for Roads was $23,221.

Additional information regarding the County’s capital assets is reported in Note VII. A of the Notes to the Financial

Statements.

Long-Term Debt

At June 30, 2017, the County’s long-term debt is $2,440,800, which is mainly comprised of Certificates of
Participation (COP) (secured by the County’s lease rental payments), net pension liability, and Pension Obligation
Bonds. The remaining long-term liabilities include bonds payables, facilities and capital asset leases, a public health
facility loan, closure/post closure liabilities, compensated absences, and Other Post-Employment Benefits.

The County has no general obligation debt. The COP and bonds are insured by different companies and have
Standard and Poor’s (S&P) ratings of A+ through AA.

Additional information regarding the County’s long-term debt can be found in the Notes to the Financial Statements

in Note IX. A of the CAFR.

Compensated Absences

Lease Purchase Agreements
Certificates of Participation
Tobacco - Asset Backed Bonds
Bonds Payable

Loans Payable

Pension Obligation Bonds
Landfill Closure Liability

Post Closure Liability

Other Post-Employment Benefits
Net Pension Liability

Total

Table 4 — The County’s Outstanding Debt (In Thousands)

Governmental Business - Type
Activities Activities Total Total
2017 2016 2017 2016 2017 2016 Change

$ 53,112 $ 54,327 $ 1,561 $ 11,568 % 54,673 $ 65,895 $ (11,222)
8,400 5,005 2,453 8,400 7,458 942
86,188 86,346 6,339 86,188 92,685 (6,497)
92,439 96,326 92,439 96,326 (3,887)
11,964 12,660 11,964 12,660 (696)
4,205 4,568 5,302 6,126 9,507 10,694 (1,187)
213,851 231,266 3,473 34,682 217,324 265,948 (48,624)
28,510 27,483 28,510 27,483 1,027

35,563 35,711 35,563 35,711 (148)

36,519 34,253 701 6,019 37,220 40,272 (3,052)
1,820,886 1,666,213 38,126 342,556 1,859,012 2,008,769 (149,757)

$ 2,327,564 $ 2,190,964 $ 113,236 $ 472,937 $ 2,440,800 $ 2,663,901 $ (223,101)
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Economic Factors and Next Year's Budgets and Rates

The State’s budget has improved from prior years, although there is one notable impact to In-Home Supportive
Services with the State shifting cost from the terminated Coordinated Care Initiative for 2017 — 2018. The
recommended County budget for 2017 — 2018 is $2.4 billion. The recommended budget for the General Fund for
fiscal year 2017 — 2018 was recommended at $738 million, which is 2.7% less than appropriations adopted last
year. The 2.7% decrease is primarily related to the 3.5% Net General Fund Cost reduction. The comparison
excludes Budget Savings Incentive (BSI) credits and capital project and major maintenance accounts for the
General Fund.

Property tax revenue for the General Fund is projected to increase $9.6 million or 4% from the prior year, resulting
from an estimated increase to the oil and gas property valuation. The property tax revenue loss beginning in FY
2015 — 2016 has led to a budget deficit that must be mitigated in order to produce a balanced budget as required
by law. The Board approved a four-year deficit mitigation plan in FY 2016 — 2017 to resolve the structural deficit
by FY 2019 — 2020. In the coming years the following factors will have a significant impact on the County budget:
Retirement cost, future increase in minimum wage to $15 per hour, loss of public safety funding (SAFER grant) and
State predicted recession sometime during the next five years.

Requests for Information

The CAFR is designed to provide citizens, taxpayers, creditors, and investors with a general overview of the
County’s finances and to show the County’s accountability for the funds it receives. If you have any questions
about the CAFR or need additional financial information, contact Mrs. Mary B Bedard, Kern County Auditor-
Controller-County Clerk at 1115 Truxtun Avenue, Bakersfield, California 93301, (661) 868-3599 or visit the website
at www.kerncounty.com.

If available at the time of issuance, the County will include four discretely presented component units in the
government-wide financial statements, First 5 Kern, Tejon Ranch Public Facilities Financing Authority, Hospital
Authority, and the Housing Authority of Kern County. The operations of these component units are not considered
to be significant in relation to the overall operations of the primary government and have not been included in this
Management’s Discussion & Analysis. Complete financial statements of the individual component units can be
obtained from First 5 Kern located at 2724 L Street, Bakersfield, California 93301; Tejon Ranch Public Facilities
Financing Authority (Tejon Ranch PFFA) located at P.O. Box 1000, Lebec, California 93243; Hospital Authority office
at 1700 Mount Vernon Avenue, Bakersfield, CA 93306; and the Housing Authority of Kern County located at 601
24t Street, Bakersfield, California 93301.
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COUNTY OF KERN
STATEMENT OF NET POSITION
JUNE 30, 2017 (IN THOUSANDS)

ASSETS

Pooled Cash and Investments
Other Cash and Investments
Revolving Fund Cash
Restricted Cash and Investments
Receivables, Net
Due from Other Agencies
Inventories
Prepaid Expenses
Housing Loans Receivable
Housing Loans Interest Receivable
Deposits with Others
Internal Balances
Investment in Joint Venture
Capital Assets:

Nondepreciable

Depreciable, Net

Total Assets

DEFERRED OUTFLOWS OF RESOURCES

Deferred Charge on Refunding
Deferred Pensions
Total Deferred Outflows of Resources

LIABILITIES

Accounts Payable

Salaries and Employee Benefits Payable

Due to Other Agencies

Accrued Interest Payable

Advances from Grantors and Third Parties

Long-Term Liabilities:

Due Within One Year:
Long-Term Debt
Capital Leases
Compensated Absences
Landfill Closure/Post Closure Costs
Liability for Self-Insurance
Due After One Year:
Certificates of Participation
Bonds and Notes Payable
Loans Payable
Accrued Interest
Capital Leases
Compensated Absences
Liability for Pollution Remediation
Accrued Landfill Closure/Post Closure Costs
Liability for Other Post-Employment Benefits
Liability for Self-Insurance
Net Pension Liability
Total Liabilities

DEFERRED INFLOWS OF RESOURCES

Deferred Housing Payments
Deferred Pensions
Total Deferred Outflows of Resources

NET POSITION

Net Investment in Capital Assets
Restricted (Note XI. B):
Debt Service
Capital Assets
Capital Projects
General Government
Public Protection
Public Ways & Facilities
Health and Sanitation
Public Assistance
Education
Culture & Recreation Services
Other Purposes
Unrestricted (Deficits)

Total Net Position

THE NOTES TO THE FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT
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Primary Government Discretely
Governmental Business-type Presented
Activities Activities Totals p t Units
626,650 $ 106,385 $ 733,035 $ 61,176
44,501
1,478 14 1,492
47,687 47,687
201,094 13,489 214,583 45,036
19,212 19,212
2,338 2,338 4,488
3,545
55,502 55,502
13,363 13,363
1,655 1,655
27,616 (27,616)
2,569 2,569
1,271,777 60,419 1,332,196 5,424
663,345 128,703 792,048 47,533
2,931,717 283,963 3,215,680 211,703
9,632 52 9,684 484
449,404 8,953 458,357 71,753
459,036 9,005 468,041 72,237
27,384 9,367 36,751 30,840
45,563 219 45,782 6,818
275 275 45,451
28,148 522 28,670 5,836
37,850 2,013 39,863
26,187 1,160 27,347 4,873
2,688 2,688 537
34,523 1,171 35,694 11,583
3,220 3,220
25,331 25,331 3,459
82,831 82,831 2,277
295,797 3,162 298,959 104,326
3,832 4,453 8,285
117,609 1,971 119,580 18,640
5,712 5,712 1,387
18,589 390 18,979 3,858
6,124 6,124
60,853 60,853
36,519 701 37,220 4,201
115,178 115,178 10,248
1,820,886 38,126 1,859,012 329,936
2,724,902 133,452 2,858,354 584,270
1,009 1,009
140,131 2,827 142,958 22,239
141,140 2,827 143,967 22,239
1,840,822 184,012 2,024,834 49,707
11,522 11,522 913
5,770
39,658 39,658
4,329 4,329
114,721 114,721
42,867 42,867
158,640 158,640
23,103 23,103
471 471
250 250
1,629 1,629 9,116
(1,713,301) (27,323) (1,740,624) (388,075)
524,711 $ 156,689 $ 681,400 $ (322,569)
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COUNTY OF KERN
STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED JUNE 30, 2017 (IN THOUSANDS)

Functions/Programs

Governmental Activities:

General Government

Public Protection

Public Ways and Facilities

Health and Sanitation

Public Assistance

Education

Culture and Recreation Services

Interest on Short and Long-term Debt
Total Governmental Activities

Business-type Activities:

Airports

County Sanitation Districts

Golf Courses

Kern Medical

Public Transportation

Universal Collection

Waste Management
Total Business-type Activities

Total Primary Government

Discretely Presented Component Units

$

Program Revenues

Net (Expense) Revenue and

Changes in Net Position

Operating Capital Primary Government Discretely
Charges for Grants and Grants and Governmental Business-Type Presented
Expenses Services Contributions Contributions Activities Activities Total Component Units
108,559 $ 65,439 $ 15,193 $ 1,841 $ (26,086) $ $ (26,086)
597,476 104,186 325,534 61,053 (106,703) (106,703)
60,666 5,380 16,206 16,714 (22,366) (22,366)
206,660 78,007 74,656 7,443 (46,554) (46,554)
466,736 15,326 382,421 (68,989) (68,989)
8,403 527 77 (7,799) (7,799)
777 15 (762) (762)
35,566 (35,566) (35,566)
1,484,843 268,880 814,087 87,051 (314,825) (314,825)
7,320 4,198 565 22,947 20,390 20,390
4,255 5,330 1,075 1,075
217 190 (27) (27)
10,621 7,453 1,228 2,344 404 404
13,305 13,341 36 36
37,626 42,710 1,181 6,265 6,265
73,344 73,222 2,974 25,291 28,143 28,143
1,558,187 $ 342,102 $ 817,061 $ 112,342 (314,825) 28,143 (286,682)
366,332 $ 199,927 $ 170,404 $ 3,999
General Revenues:
Taxes:
Property Taxes 248,903 248,903
Aircraft Taxes 271 271
Sales and Use Taxes 44,699 44,699
Transient Occupancy Tax 2,403 2,403
Special Assessments 3,265 3,265 5,201
Transfer Taxes 3,607 3,607
Other Taxes 1,544 1,544
Property Taxes in Lieu of Motor Vehicle License Fees 93,082 93,082
Grants and Contributions not Restricted to Specific Programs:
Unrestricted Investment Earnings 10,514 432 10,946 1,074
Miscellaneous 8,519 8,519
Special Item - Transfer to Component Unit (Note XX) 7,748 282,147 289,895 (289,895)
Transfers (328) 328
Total General Revenues, Special Item, and Transfers 424,227 282,907 707,134 (283,620)
Change in Net Position 109,402 311,050 420,452 (279,621)
Net Position--beginning (as restated, Note II. A) 415,309 (154,361) 260,948 (42,948)
Net Position--ending $ 524,711 $ 156,689 $ 681,400 (322,569)
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COUNTY OF KERN

BALANCE SHEET
GOVERNMENTAL FUNDS

JUNE 30, 2017 (IN THOUSANDS)

Page1of 1

ASSETS AND DEFERRED
OUTFLOWS OF RESOURCES

Assets:
Pooled Cash and Investments
Revolving Fund Cash

Cash and Investments Deposited with Trustee

Interest Receivable

Taxes Receivable

Accounts Receivable

Accrued Revenue

Due from Other Funds

Due from Other Agencies
Advances to Other Funds

Housing Loans Receivable
Housing Loans Interest Receivable
Deposits with Others

Inventory - Materials and Supplies

Total Assets

Deferred Outflows of Resources:
Tobacco Settlement Revenues

Total Deferred Outflows of Resources

Total Assets and Deferred Outflows of Resources

LIABILITIES, DEFERRED INFLOWS OF
RESOURCES, AND FUND BALANCES

Liabilities:
Accounts Payable

Salaries and Employee Benefits Payable

Due to Other Funds
Due to Other Agencies
Advances from Other Funds

Advances from Grantors and Third Parties

Total Liabilities

Deferred Inflows of Resources:
Deferred Housing Loan Payments
Tobacco Settlement Revenues

Unavailable Revenue - Property Taxes
Unavailable Revenue - Reimbursements

Unavailable Revenue - Other

Total Deferred Inflows of Resources

Fund Balances:
Nonspendable
Restricted
Committed
Assigned
Unassigned

Total Fund Balances

Total Liabilities, Deferred Inflows of Resources,

and Fund Balances

BEHAVIORAL
GENERAL HEALTH & RECOVERY  COMMUNITY COUNTY LOCAL HUMAN
FUND SERVICES DEVELOPMENT REVENUE FUND SERVICES
226,433 $ 136,492 $ 1,443 25641 § 2,506
1,309 1 101
1,096 418 33
30,723
3,035 880 5,932
21,797 27,546 814 16,924 40,314
33,300 4,423 11,455
12,582 506 3,777 1,554
5,000
40,558
11,977
136
335,411 170,266 54,792 46,342 61,895
335411 $ 170,266 54,792 46,342 $ 61,895
10,320 $ 6,709 645 $ 209
22,449 3,497 7,422
4,904 1,063 218 18,379 3,503
184
1,928 35,844
39,601 11,453 863 18,379 46,978
52,335
4,049
6,521
3,618 7,069
7,667 7,069 52,335 6,521
22,370 1 101
11,915 151,743 1,594 27,963 8,295
44,488
118,153
91,217
288,143 151,744 1,594 27,963 8,396
335411 $ 170,266 $ 54,792 46342 $ 61,895

THE NOTES TO THE FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT

30



Pagelof1

ASSETS AND DEFERRED
OUTFLOWS OF RESOURCES

Assets:
Pooled Cash and Investments
Revolving Fund Cash
Cash and Investments Deposited with Trustee
Interest Receivable
Taxes Receivable
Accounts Receivable
Accrued Revenue
Due from Other Funds
Due from Other Agencies
Advances to Other Funds
Housing Loans Receivable
Housing Loans Interest Receivable
Deposits with Others
Inventory - Materials and Supplies

Total Assets

Deferred Outflows of Resources:

Tobacco Settlement Revenues

Total Deferred Outflows of Resources

Total Assets and Deferred Outflows of Resources

LIABILITIES, DEFERRED INFLOWS OF
RESOURCES, AND FUND BALANCES

KERN COUNTY OTHER
TOBACCO STRUCTURAL GOVERNMENTAL

FUNDING CORP. ROADS FIRE FUNDS TOTAL

$ 34,568 $ 5288 § 114,180 546,551

5 62 1,478

9,617 38,070 47,687

90 11 156 1,804

2,455 360 33,538

126 329 10,302

76 12,043 32,939 152,453

299 722 2,881 53,080

793 19,212

5,000

14,944 55,502

1,386 13,363

136

876 1,064 1,940

9,617 36,035 21,588 206,100 942,046

132,611 132,611

132,611 132,611

142,228 $ 36,035 $ 21,588 $ 206,100 1,074,657

$ 1,023 $ 320 $ 7,700 26,926

8,081 1,855 43,304

37 2,081 22,439 52,624

91 275

5,000 5,000

78 37,850

1,060 10,482 37,163 165,979

16,330 68,665

132,611 132,611

2,061 334 6,444

6,521

329 11,016

132,611 2,061 16,993 225,257

876 1,069 62 24,479

9,617 34,099 4,070 122,426 371,722

181 26,547 71,216

3,725 2,909 124,787

91,217

9,617 34,975 9,045 151,944 683,421

142,228 $ 36,035 $ 21,588 $ 206,100 1,074,657

Liabilities:
Accounts Payable
Salaries and Employee Benefits Payable
Due to Other Funds
Due to Other Agencies
Advances from Other Funds
Advances from Grantors and Third Parties

Total Liabilities

Deferred Inflows of Resources:
Deferred Housing Loan Payments
Tobacco Settlement Revenues
Unavailable Revenue - Property Taxes
Unavailable Revenue - Reimbursements
Unavailable Revenue - Other

Total Deferred Inflows of Resources

Fund Balances:
Nonspendable
Restricted
Committed
Assigned
Unassigned

Total Fund Balances

Total Liabilities, Deferred Inflows of Resources,
and Fund Balances

THE NOTES TO THE FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT
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COUNTY OF KERN
RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET TO

THE GOVERNMENT-WIDE STATEMENT OF NET POSITION - GOVERNMENTAL ACTIVITIES

JUNE 30, 2017 (IN THOUSANDS)

Fund Balances - Total Governmental Funds:

Capital assets used in governmental activities are not financial resources;
therefore, the capital assets are not reported in the governmental funds.

Unavailable revenues are reported as deferred inflows of resources in the

governmental funds, but are recognized when earned in governmental activities.

Deferred outflows and inflows of resources are reported in the Statement of Net

Position, but are not recognized in the governmental funds:
Deferred charge on refunding
Deferred pensions - outflow
Deferred pensions - inflow
Internal service funds are used by management to charge the costs of

management of fleet maintenance, employee benefits, personal injury, and
retiree health insurance benefits to individual funds. The assets and

liabilities are included in governmental activities in the Statement of Net Position.

Accrued interest expense does not require the use of current financial

resources; therefore, it is not accrued as a liability in the governmental funds.

Long-term liabilities applicable to the governmental activities are not due

and payable in the current period and, accordingly, are not reported as governmental

fund liabilities. All liabilities, both current and long-term, are reported in the
Statement of Net Position:

Pension Obligation Bonds

Bonds Payable

Certificates of Participation

Net Unamortized Premium/Discount on Long-term Debt
Capital Leases

Loan Payable

Compensated Absences

Net Other Post-Employment Benefits Obligation

Net Pension Liability

Net Position of Governmental Activities

$ 683,421
1,929,760
91,637
9,632
448,701
(139,868) 318,465
(29,570)
(145,436)
(213,615)
(98,274)
(81,695)
(10,623)