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 INTRODUCTORY SECTION 





financial statements. MD&A complement this letter of transmittal and should be read in 
conjunction with it.  
 
Profile of the Government: 
 
The County of Kings, incorporated in 1897, is positioned midway between Los Angeles and 
the Bay Area, in the heart of California’s San Joaquin Valley. The County covers 1,390 
square miles with four incorporated cities within the County: Hanford, Lemoore, Corcoran 
and Avenal. The City of Hanford is the County seat. Located seven miles West of Lemoore is 
Naval Air Station Lemoore, the home of the west coast fighter squadrons with a military and 
civilian workforce exceeding 9,000. Kings County is home for two major State Prisons at 
Corcoran and Avenal with a total population in excess of 20,000. The County of Kings is 
bordered by Fresno County to the North, Kern County to the South, Tulare County to the 
East, Monterery County to the Northwest and San Luis Obispo to the Southwest. Los 
Angeles and San Francisco International Airports are each about 3 ½ hours away. Fresno 
Yosemite International Airport is 35 miles North and Visalia Municipal Airport is 15 miles 
West from the County’s population centers.  
 
The County is governed by a five-member Board of Supervisors that are elected by district. 
Members serve staggered four-year terms with elections held every two years and the Chair 
is elected by the Board members. Other elected officials include the Assessor/Clerk-
Recorder, Sheriff-Coroner and District Attorney. The County Administrative Officer is 
appointed by the Board. County administration consists of appointed and elected officials, 
boards, commissions and committees that assist the Board of Supervisors.  
 
As the governing body for the County, the Board is responsible for the planning and 
providing of services related to public needs, as required by state and federal law including: 
adopting the annual budget, adopting County ordinances, setting policies, confirming 
appointments of most non-elected officials, and assisting citizens in solving problems and 
addressing local concerns. The County is specifically charged by the State with providing 
services to the most at risk: children, the elderly, the poor, those with health problems and 
those involved in the criminal justice system. As a countywide government, we also facilitate 
and coordinate the work of school districts, special districts, cities and other organizations. 
 
The County provides a wide range of services to its residents including: Public and Mental 
Health Services, Child Protection and Social Services, Public Assistance, Family Support 
Collections, Criminal Prosecution, Public Defender, Law Enforcement, Jails and Juvenile 
Facilities, Veterans Services, Maintenance of Roads & Bridges, Land Use Issues, Building 
and Safety, Libraries, Parks, Elections, Coroner, and Agricultural Weights & Measures. 
 
The operations of some component units are so intertwined with those of the County of 
Kings that they function, for all practical purposes, as an integral part of the County despite 
their separate legal status and should be ‘blended’ with the financial statement reports in 
accordance with generally accepted accounting principles. Blended component units of the 
County include the Kings County Finance Authority for jail facility construction, Children 
and Families First Commission for early childhood development services, I.H.S.S. Public 

 iv



Authority Fund for providing in-house care for indigents and the Redevelopment Agency for 
improving a 473 acre area in Kettlemen City.    
 
Kings County is strategically located between Interstate 5 and Highway 99, providing 
excellent access to all of California. Over 200 major carriers provide interstate trucking 
services to area businesses. Burlington Northern Santa Fe and Union Pacific Railroads 
provide freight service, including refrigerated shipping, piggyback service and reciprocal 
switching.  San Joaquin Valley Railroad provides east-west “short line” services. Amtrak 
meets passenger needs at the Hanford and Corcoran stations. 
 
Local Economy: 
 
Kings County’s current population is 154,434 and is projected for expansion to 205,700 by 
2020, and to 352,750 by 2050. Kings County has a civilian workforce of 59,000 and the 
average annual unemployment rate is 10.7 percent for the 2008 fiscal year. As of May 2009, 
the unemployment rate jumped to 14.4 percent with pockets of communities with 30 to 40 
percent or more. 
 
Even more serious than the economic downturn affecting unemployment rates is the Central 
Valley ‘Water Wars’. During February 2009, West Valley Farmers were informed that their 
Federal water allocations had been cut to zero representing 600k acres within the Westlands 
Water District. Valley farmers would not be able to plant in about two-thirds of the district 
representing about 400k acres in western Fresno County and Kings County. In addition, State 
water allocations are 10 percent of normal. Projected water related losses Statewide are 
between $1.6 to $2.2 billion with related job losses amounting to 60k-80k that are likely to 
rise by 30 percent if the water issues continue.  
 
Assembly Bill 934 was introduced in March 2009 to increase pressure on the Legislature for 
more surface water storage and a conveyance system that would bring Northern California 
water to the thirsty San Joaquin Valley without going through the environmentally sensitive 
Sacramento San Joaquin River Delta. Even the wetter Kings River farms in northeastern 
Kings County that don’t rely on Northern California water are expecting a nearly 50 percent 
reduction in water supplies.  
 
Westlands Water District, the nations largest agricultural water supplier, has filed a lawsuit to 
protest a federal decision during June 2009 that seeks additional protection for threatened 
fish species by cutting back futher on water deliveries. Westland’s lawsuit was joined by 29 
other public water agencies. Thirty thousand acres of Kings County land depend soley on 
Westlands water deliveries coming almost exclusively from the Delta.   
 
Governor Arnold Schwarzenegger asked the Federal Emergency Management Agency to 
declare Fresno County a major disastor area as a result of drought, crop loss, and high 
unemployment. A wide range of federal help was requested by saying that the State’s fiscal 
crisis left it unable to properly assist food banks and non-profit organizations in efforts to 
meet drought-related needs. Kings County, along with other neighboring counties, would be 
included if Fresno County got the federal designation. 
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During 2008, commodities prices have exploded for grain, corn, tomatos, and alfalfa hay 
representing about one-fourth of the total $1.76 billion value of all crops in Kings County. 
Since 2007, commodities have soared because of a boom in demand for alternative fuels like 
ethanol and biodiesel. Export demand also played a role due to a weak dollar and generally 
healthy economy’s overseas. The dairy industry was able to pay the higher feed prices thanks 
to high milk prices. But during the middle of the 2008 year, milk prices began a long slide 
that has cut the value of milk by 50 percent. When lines of credit were harmed worldwide 
and the market crashed, the industry lost half its exports causing a glut that subsequently led 
to a dramatic drop in domestic milk prices. Milk has been selling for $11 or less for each 100 
pounds which is about $6 less than it costs farmers to produce. As many a 25 dairies in Kings 
County could face bankruptcy in the near future. California is ranked number one in the 
nation for dairy production generating more than $7 billion with Kings County producing 
nearly 10 percent of all milk and cream in the state, making it the fourth largest producer in 
the state.     
 
Local proposals and developments within Kings County are highlighted as follows: 1)  
Construction is halfway through for Hanford’s newest hospital being built on a 31-acre site 
costing $112 million. The 175,000 square foot hospital will more than double the number of 
hospital beds and will be three stories tall with a helipad. Hanford Community Medical 
Center promises to be state of the art including $14 million for new medical equipment that 
has already help recruit 35 to 40 new physicians. 2) Chemical Waste Management’s proposal 
to expand the existing hazardous waste landfill by 11 acres and to build a new 64 acre 
landfill in Kettlemen City. 3) Kings County Board of Supervisors approved funding of $1.16 
million for a ‘Smart Software System’ which would bring together all law enforcement 
agencies in the County under a seamless data sharing network. Also included in the network 
are Public Safety agencies such as the jail, fire, probation and courts. The system allows the 
dispatch to map routes for cars and plot crime analysis on a map so officers know where 
crimes are occurring and where criminals are located. 4) Construction of the Corcoran’s 
Technology Learning Center to provide vocational high school courses, College of the 
Sequoias courses, and adult school courses with a total project cost of $6 million. 5) Lowes 
added a new store in Hanford representing a one-time investment of $18.5 million that is 
expected to create 175 jobs within this 117,000 square-foot store. 6) A four-story Holiday Inn 
Express is being constructed on an 4 acre parcel development that is a 90 room mid-priced 
hotel chain offering a venue for conferences and business meetings.       
 
Two popular regional retail department store chains, Mervyns and Gottschalks that were long 
time local mainstays, filed bankruptcy and closed their doors permanently due to the 
struggling economy. SK Foods, a large food processor with a tomato packing plant in 
Lemoore, has filed for Chapter 11 Bankruptcy. The SK plant has approx. 300 year-round and 
650 seasonal workers that continues to operate and is up for sale due mainly to internal 
struggles. 
 
The good news about California is it’s diverse resources and economy. For example, a 
proposal for oil drilling alone could bring in $1 billion in oil royalties. California’s past 
history of building infrastructure has afforded a tremendous water supply in which homes use 

 vi



only 10%-12% of this water. The large labor force helps preserve a relatively even mix of 
different and vast industries with high wage sectors leading the State economy. Driven 
primarily by affordability, State growth will be concentrated in the Central Valley benefitting 
Kings County.           
 
The government sector in Kings County accounts for 33% of all jobs and represents the 
largest source of employment in the County. Other sectors, such as Agriculture (19%), Trade, 
Transportation and Utilities (13%), Manufacturing (9%), Educational and Health Services 
(8%), and Leisure, Hospitality (8%), Professional Business Services and Financial Activities 
(6%), and Natural Resources, Mining and Construction (3%) represent the other major 
contributors of jobs to the local economy.  
 
Factors Affecting Financial Condition: 
 
The annual budget serves as the foundation for the County’s financial planning and control. 
All agencies under the control of the Board of Supervisors are required to submit budget 
requests to the County Administrator for review. The Administrator recommends a proposed 
budget to the Board for consideration and approval. The Board is required to hold public 
hearings on the proposed budget and to adopt a final budget by September 30th of each year. 
 
The budget is prepared by fund, function (e.g. public safety), and department (e.g. Sheriff). 
Board action is required to approve new funding sources and new appropriations for 
expenditures.  Transfers of appropriations between funds as well as transfers between 
departments of the same fund required the Board’s approval.    
 
The State’s severe fiscal crisis included a $42 billion deficit that was resolved by cuts to 
expenditures of $15.1 billion (mainly from education and payroll), raising sales and income 
taxes, doubling of license fees, plus additional borrowing of $11.4 billion. California is now 
facing an additional $24.3 billion deficit that the Governor currently insists on resolving with 
further cuts to expenditures without further tax increases. The State has limited borrowing 
power and faces the worst credit rating in the nation. The slowing economy is expected to 
lower tax receipts on property, sales, and capital gains. Downward pressure on real estate and 
investments could lead to higher contribution rates to CalPERS. State has began delaying 
payments to preserve cash for County run health and social programs. The 2009-2010 Kings 
County Proposed Budget is $36 million less than the 2009 fiscal year with an actual 
workforce reduction of 51 positions. This represents the start of serious reductions to service 
levels, subject to the ultimate outcome of the State Budget, which is expected to get worse.          
 
The County’s General Purpose Fund had revenues that exceeded expenditures by $5.1 
million. A total of $6.6 million was transferred to the Capital Projects Fund ($4.9 million), 
the Special Revenue Fund ($1.6 million) to support the Fire Departments ongoing operations 
$642k and to support Road maintenance expenditures received from Tribal Mitigation Fees. 
This resulted in a $1.5 million draw down of existing fund balance leaving a residual general 
fund balance of $29.7 million as of June 30, 2008.    
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 FINANCIAL SECTION 



1 

INDEPENDENT AUDITOR’S REPORT 
 
 
 
 
 
To the Honorable Board of Supervisors 
County of Kings, California 
 
 
We have audited the accompanying financial statements of the governmental activities, 
each major fund, and the aggregate remaining fund information of the County of Kings, 
California, as of and for the year ended June 30, 2008 which collectively comprise the 
County of Kings’ basic financial statements as listed in the table of contents. These 
financial statements are the responsibility of the County of Kings’ management. Our 
responsibility is to express opinions on these financial statements based on our audit. 
 
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 of material misstatement. An 
audit includes examining, on a test basis, evidence supporting the amounts and 
disclosures in the financial statements. An audit also includes assessing the accounting 
principles used and the significant estimates made by management, as well as evaluating 
the overall financial statement presentation. We believe that our audit provides a 
reasonable basis for our opinions. 
 
In our opinion, the financial statements referred to above present fairly, in all material 
respects, the respective financial position of the governmental activities, each major fund, 
and the aggregate remaining fund information of the County of Kings, as of June 30, 
2008, and the respective changes in financial position, and, where applicable, cash flows 
thereof for the year then ended in conformity with accounting principles generally 
accepted in the United States of America. 
 
The management’s discussion and analysis, schedule of funding progress, and 
budgetary comparison information as listed in the accompanying table of contents, are 
not required parts of the basic financial statements but are supplementary information 
required by accounting principles generally accepted in the United States of America. We 
have applied certain limited procedures, which consisted principally of inquiries of 
management regarding the methods of measurement and presentation of the required 
supplementary information. However, we did not audit the information and express no 
opinion on it.  
 

BROWN ARMSTRONG PAULDEN 
MCCOWN STARBUCK THORNBURGH & KEETER 

C e r t i f i e d  P u b l i c  A c c o u n t a n t s  

Main Office 
4200 Truxtun Ave., Suite 300 
Bakersfield, California 93309 
Tel 661.324.4971 Fax 661.324.4997 
e-mail: info@bacpas.com 

 
Shafter Office 
560 Central Avenue 
Shafter, California 93263 
Tel 661.746.2145 Fax 661.746.1218 

Andrew J. Paulden, CPA 
Peter C. Brown, CPA 
Burton H. Armstrong, CPA, MST 
Steven R. Starbuck, CPA 
Aileen K. Keeter, CPA 
Chris M. Thornburgh, CPA 
Eric H. Xin, MBA, CPA 
Richard L. Halle, CPA, MST 
   
 
Harvey J. McCown, MBA, CPA 
Lynn R. Krausse, CPA, MST 
Rosalva Flores, CPA 
Connie M. Perez, CPA 
Diana H. Branthoover, CPA 
Thomas M. Young, CPA 
Alicia Dias, CPA, MBA 
Matthew R. Gilligan, CPA 
Hanna J. Sheppard, CPA 
Ryan L. Nielsen, CPA 
Jian Ou-Yang, CPA 
Amanda Dickerson, CPA 
Jialan Su, CPA 
Ariadne S. Prunes, CPA 
Samuel O. Newland, CPA 
Brooke N. DeCuir, CPA 
Kenneth J. Witham, CPA 
Clint W. Baird, CPA 
Adrian Rich, CPA 
Craig Rickett, CPA 
 

REGISTERED with the Public Company Accounting Oversight Board and MEMBER of the American Institute of Certified Public Accountants 
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Our audit was conducted for the purpose of forming opinions on the financial statements that collectively 
comprise the County of Kings’ basic financial statements. The introductory section, combining and 
individual nonmajor fund financial 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 nonmajor fund financial statements and schedules have been subjected to the 
auditing procedures applied in the audit of the basic financial statements and, in our opinion, are fairly 
stated in all material respects in relation to the basic financial statements taken 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 express no opinion on them. 
 
 BROWN ARMSTRONG PAULDEN 

McCOWN STARBUCK THORNBURGH & KEETER 
 ACCOUNTANCY CORPORATION 

  
 
 
 
 
 
 
 
 
 
 
 
Bakersfield, California 
August 31, 2009 
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