
• FOR THE COUNCIL MEETING OF MAY 19, 2009 

COUNCIL AGENDA REPORT 

May 19, 2009 

TO: City Council 

FROM: City Manager 
Prepared By: Director of Administrative Services 

SUBJECT: FINANCIAL REPORT FOR THE THIRD QUARTER ENDING 
MARCH 31, 2009 

RECOMMENDATION: 

That the City Council receive and file the Quarterly Financial Report for the third quarter 
ending March 31, 2009. 

• BACKGROUND: 

• 

Four times each year, City staff completes a comprehensive review of City finances, 
which includes an analysis of projected fund balances, revenues to date, departmental 
budgets, expenditures, encumbrances, and potential adjustments. The Quarterly 
Financial Report summarizes the third quarter financial analysis. 

DISCUSSION: 

The attached Quarterly Financial Report for the third quarter ending March 31, 2009 
provides an overview of the current economic outlook on the State and National levels; 
General Fund revenues, expenditures, projected fund balance, and activity in the three 
Enterprise Funds. Though this information is not audited and does not contain all the 
usual year-end adjustments, accruals, or disclosures the information does provide a 
picture of the City's activity and the developing financial trends. 

Overall, General Fund revenues are less than expected while expenditures are in line with 
budget and historical norms. Variances, which are noted and explained, are the result of 
events and information that were unforeseen during the preparation of the Fiscal Year 
2008-09 Budget. 
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Impact to the Community: 
The interim financial statement provides the community with an understanding of the • 
financial activity of the City's primary funds. 

0r---97~ 
LYNDA SNODGRASS 
Director of Administrative Services 

Attachment: Quarterly Financial Report 
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.h'; City of Santa Maria 
Quarterly Financial Report 
Third Quarter Ending March 31, 2009 

May 19, 2009 

OVERVIEW 

This financial report completes the third quarter 
of fiscal year 2008-09 for the City of Santa 
Maria. The report concentrates on the General 
Fund and the three enterprise funds: Water 
Resources, Solid Waste, and Transit. No 
material appropriation variances were found in 
these funds 

The Nation entered a recession 17 months ago 
when the gross domestic product first began to 
decline. The current decline is the longest 
downturn since the Great Depression; however, 
it falls far short of that 10 year, worldwide, 
depression. Though the economic decline is 
slowing, economists do not expect an increase 
in the gross domestic product until Fall of 2009 
or early 2010. To speed the Nation's recovery, 
the Federal government adopted the American 
Recovery and Reinvestment Act (ARRA). The 
purpose of the ARRA is to stimulate the 
economy on several fronts: by creating jobs and 
promoting economic recovery; by helping those 
impacted by the recession; by investing in 
transportation and infrastructure, and by 
attempting to stabilize State and local 
government budgets. 

In California, unemployment rose to 10.5 
percent in February; in March the Legislature 
adopted a budget to address the structural 
Imbalance in the 2008-09 existing budget and 
the expected 2009-10 budget deficit; and, in 
May 2009, six ballot measures will be 
presented to the voters. The 2009-10 budget 
will have an estimated $8 billion deficit even 
with the passage of the six budget-related ballot 
measures and if the voters reject the ballot 
measures, the budget deficit could be between 
$14 and $20 billion. There will be few options 
to resolve the structural deficit, should the ballot 
measures fail. 

Most local governments are struggling with 
declining revenues and increasing costs. To 
the south of Santa Maria, the City of Santa 
Barbara estimates a $10.7 million shortfall in 
2009-10 that will be solved, in part, With 
mandatory furloughs To the north, the City of 
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Arroyo Grande is solving a $2 million budget 
shortfall by restructuring departments, laying off 
personnel, and reducing parks and street 
maintenance. So far this year, the City of Santa 
Maria saw the closure of several major retailers 
resulting in reduced sales tax revenues, the 
large number of home foreclosures and the 
decline in median home values significantly 
reduced property tax revenues, and the 
collapse of the home market reduced 
construction permit revenues. However, the 
City does expect to end this fiscal year with 
revenues slightly exceeding expenses only 
because immediate reductions were made in 
hiring, capital purchases and travel expenses 
BalanCing next year's budget will be much more 
challenging 

On a brighter note, the Federal stimulus money 
IS expected to provide more than $20 million for 
countywide transportation projects and $40 
million for the Santa Maria River Levee repair. 

GENERAL FUND 

General Fund Balance. The chart on the 
follOWing page shows, with 75 percent of the 
year complete, revenues are 60.1 percent of 
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projections while expenditures are 70.4 percent 
of appropriations. 

$13,890,684 $ 13,890,684 
55,528,700 33,380,260 
56,643,500 39,867,010 

$ 12,775,884 $ 7,403,934 

60.1% 
70.4% 

Total revenues and transfers of $33.4 million 
are less than 75 percent of budget and are 
approximately $945,500 less than the prior 
year. Though a substantial number of revenues 
received in July and August will be accrued 
back to June, total year-end revenues are not 
expected to equal the budget primarily because 
of the decline in sales and property taxes during 
the first three quarters. However, the Citywide 
cost containment measures implemented in 
January are significantly reducing current costs 
and should result in revenues slightly exceeding 
expenses at year-end. 

The following chart provides summary 
information on revenues, expenditures, 
transfers, debt service, and a comparison with 
the prior fiscal year. Major variance details are 
presented later in this report. 

Taxes 
LIcenses & Pennlts 
Use of money 
Inter-governmental 
Charges for services 
o.her revenue 

l°f.~~:~~,~re;venues 
revenues 

E:.pendltures: 
Administration 
Community Oev. 
Recreation & Parks 
Public Safety 
Public WoOls 

EJ:penses 
Debt service 
Transrers-out 

expendltu res 

$ 17,831,290 $ 
988,710 

1,640,720 
<\447,660 
2,622, 190 

$ 5,637,270 $ 
1,991,090 
5,846,710 

19,192,830 $ 
1,447,120 
1,699,390 
4,364,260 
2,625,650 

5,320,280 $ 
2,005,870 
5,937,720 

(1,361,540) 
(458,410j 

(58,670) 
93,400 
(3,460) 

Key Revenue Sources. The top five revenue 
sources (sales tax, property tax, vehicle license 
fees, hotel/bed tax, and interest), that 
traditionally account for nearly two-thirds of total 
General Fund revenues, are each significantly 
less than the prior fiscal year. The receipt of 
NHIS revenues ($3 million) helped balance the 
loss of revenues in the key revenues. 
However, NHIS revenue is not considered an 
on-going revenue as the program may end at 
the discretion of the oil companies. It is 
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important that on-going, stable, revenue 
sources be found for the General Fund. 

The following chart, that compares the key 
revenues for the current and prior fiscal years, 
reports a total decrease of $1.6 million in key 
revenues and a modest increase in "All Other 
Revenues. 

1,413,430 1,484,100 

1,640,720 1,699,390 
20,740,510 22,363,700 
12,639,750 11,962,040 677 ,710 

$ 33,380,260 34,325,740 $ t945,4801 

• Sales Tax. Receipts are approximately $1.1 
million less than the prior year and only 52.5 
percent of the yearly expected amount. 
During the remaining three months of this 
fiscal year and during the first two months of 
the new fiscal year beginning on July 1 ", 
approximately $6.6 million of in-lieu (Triple 
Flip) sales tax and April to June sales tax will 
be accrued. These receipts will increase the 
percent of revenue received, however, actual 
receipts are expected to be $1.6 million less 
than budgeted at year-end. The reduction in 
sales tax revenue resulted from the sharp 
decline in consumer confidence. 

• Vehicle License Fees (VLF). Receipts are 
$184,300 less than the prior year and are 
48.1 percent of budget. The State of 
California tied these revenues to property 
taxes with the Triple Flip. The collapse of the 
housing market significantly reduced property 
tax and VLF revenues. The most recent 
projections estimate that VLF revenues will be 
$7 million at year-end or $375,400 under 
budget. 

• Property Tax. Under Proposition 13, property 
tax may not exceed one percent of market 
value, may increase by no more than two 
percent a year, and may be reassessed when 
property values decrease. The housing 
market collapse, bank foreclosures, and short 
sales of homes for less than loan amounts 
significantly reduced property values and 
property tax revenues. Property tax receipts 
are 56.5 percent of budget, $192,000 less 
than the previous year, and are expected to 
end the fiscal year at approximately $83,200 
less than budget. 

• 

• 

• 
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• Hotel/Bed Tax. Receipts are almost $70,700 
less than the prior year, and are 17.2 percent 
lower than budgeted at third quarter. The 
decline in consumer spending and travel will 
likely result in year-end revenues of $139,000 
less than budgeted. 

• Use of Money (Interest). Receipts are 
$58,700 less than the prior year; are 92.4 
percent of budget for the third quarter; and 
will exceed budget by year-end. Even though 
interest rates are currently very low, this 
revenue category will exceed budget because 
the City received $314,800 in rental income 
for 1111 West Betteravia. 

• All Other Revenues. During the first nine 
months of 2008-09, the City received $12.6 
million in all other revenues, which included 
$3 million in impacted soils, $2.4 million in 
charges for services, $2.2 million in transfers 
from other funds for General Fund support, 
and $1.9 million in franchise fee revenues. 

Expenditures. Overall, expenditures are at 
70.4 percent of budget with 75 percent of the 
fiscal year complete, the operating costs are 4.6 
percent less than expected at the end of the 
third quarter. The reduction in departmental 
spending is attributed to the City Manager's 
directive to implement a hiring chill, defer 
capital purchases, and to suspend travel 
requests. This directive was issued to 
compensate for the expected $2 million 
reduction in revenues. 

The following chart summarizes the results: 

625% 
4,094,660 3,1£i6,880 77.3% 
3,178,000 1,991,090 62,7% 
8,394,6:1) 5,6«>,710 69.6% 
8,71~21O 6,923,450 79.4% 

21,386,700 15,542,830 72.1% 
2,107,D> 1,8:Jl,380 65.2% 

52,«l&, 73IJ 37,11'1,730 72.1% 
1,528, 710 21'1;730 14.5% 
:nu8,OOl 1.873 !loO 69.2% 

56,643,!Dl • 39,861,010 70.4% 

Key variances include: 

• Administrative Services. Over budget by 2.3 
percent because issuance of the semi-annual 
allocation of TOT allocations to outside 
agencies is completed during the first quarter 
rather than in four equat quarterly payments. 
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• Fire, Over budget by 4.6 percent for 
expenses incurred in response to mutual aid 
requests. These expenses will be fully 
reimbursed. 

A third quarter comparison of operational 
expenses, by type, for 2008-09 and 2007-08 
are summarized in the chart below. The 
following chart shows that increased expenses 
are primarily due to current year staffing costs. 
The increase res'ulted from negotiated 
compensation adjustments and Fire personnel 
responding to mutual aid requests. 

:1),416,990 $ 
1,885,320 
1,334,330 
3,741,200 
39~890 

22\730 
37,993,460 
',873,650 

39,867,010 S 

28,706,620 S 
1,837,970 
2,124.670 
4,059,910 

478,730 
409 610 

37,617,510 
1.471,360 

39.094,870 

1,710,370 
47,350 

1190,340) 
131 8,710) 

184,840} 
1187,880) 
375,950 
396, 190 

711,140 

Year-End. City staff monitors incoming 
revenues, watches economic trends, and 
attempts to predict total revenues that will be 
received before year-end. As the year draws to 
a close, it appears that the City will receive 
approximately $1.6 million less than anticipated 
in sales tax revenues; that vehicle license fee 
revenues and property tax revenues will be 
reduced by almost half a million dollars; that 
construction permit revenues are approximately 
$1 million less than budgeted; and that NHIS 
revenues are almost $1.3 million more than 
expected. In total General Fund revenues are 
expected to be around $2 million less, or 96.3 
percent of budget. 

18,008,660 • 16,464,760 91.4% 

1,401,680 7,026,200 94.9% 

8,283,160 8,1S9,S90 99.0°,4 

2,444,360 2,306,300 94.3% 

1,n6,l1 0 1,638,800 86.7% 
37,912,920 36,626,040 93.7% 

17,616,780 17,966,410 102.0% 

66,628,700 • 63,490,460 96.3% 

41,184,616 40,264,188 91.1% 

13,211,614 11,109,613 84.1% 

141,110 496,312 66.4% 

1,493,700 770,000 61.6% 
66,643,600 • 62,630,233 '2.9% 

(1,114.80 0) S 860.211 0% 

When the City Council adopted the 2008-09 
Budget, estimated revenues and appropriations 
were equal, though a transfer of $324,900 from 
the LEAF was required to balance the budget. 
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At the start of the fiscal year, appropriations for 
projects, goods, and services began, but not 
completed in 2007-08, were carried-over into 
the current year. These carry-overs resulted in 
appropriations exceeding revenues. It is 
expected that many projects and purchases will 
not be completed at the end of this year, and 
just as last year, there will be unused 
appropriations at year-end. 

The chart on the previous page shows that if all 
budgeted revenues were received and all 
budgeted appropriations were spent, the 
General Fund would have a $1.1 million 
shortfall. However, 96.3 percent of revenues 
are expected to be earned by year-end while 
only 92.9 percent of budgeted appropriations 
are expected to be spent by June 301

0. Current 
projections are that the General Fund will have 
$860,217 in excess revenues that may be used 
for next year's shortfall. 

ENTERPRISE FUNDS 

The Statement of Revenue and Expense for the 
Third Quarter Ending March 31, 2009 are 
shown on the following chart: 

Charges for Service $ 22,564.7110 $ 11,902,630 $ 861,970 
Interest Income 562,490 699,520 39,780 
Other Revenue 

Operating 11,703,410 9,992,850 2,621,440 
State Water Payments 12,888,880 
Capital Outlay 10,666,320 4,758,430 1,347,000 

35.258,610 14,751,280 3,968,440 
$ 111.144.630) $ 12.059,840) $ 3,415,330 

Water Resources. Expenditures exceed 
revenues by $11.1 million primarily from 
payments for State Water and capital projects. 
The capital expenses significantly increased 
this year as the wastewater expansion project 
moved forward. So far this year, $9.2 million 
was expended for the wastewater expansion 
project. This project is vital to the community 
as the current wastewater plant is nearing 
capacity. 

The Water and Wastewater Funds have long
term commitments for State Water through the 
year 2035. City staff monitors cash 
requirements to ensure that the fund has 
adequate resources to meet debt service 
obligations. Current reserves are sufficient in 
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the two funds to cover this year's negative cash 
flow. 

The projected cost of State Water, over the next 
ten years is shown on the following chart. The 
costs include commitments to the Department 
of Water Resources (DWR), Central Coast 
Water Authority (CCWA), and Debt Service. 

2010 $ 17,563,672 $ 6,000,286 $ 23,563,958 
2011 17 ,346,006 6,550,088 23,896,094 
2012 17,515,623 6,557 ,813 24,073,436 
2013 11,711,405 6,557,540 24,268,945 
2014 17,921,503 6,544,039 24,465,542 
2015 18,136,068 6,538,924 24,674,992 
2016 18,344,585 6,539,658 24,884,243 
2017 18,525,075 6,537,625 25,062,700 
2018 18,653,507 6,543,934 25,197,441 
2019 1 934 25,397,295 

Solid Waste Fund, The Solid Waste Fund 
reports refuse collection and disposal activities. 
Refuse expenditures exceed revenues by $2.1 
million. The $4.7 million of capital 
outlay/projects is responsible for third quarter 
losses. The majority of capital costs are from 
$1.1 million for the impacted soil disposal 
management site and $2.1 million for the Los 
Flores Plan. The Solid Waste Fund is using 
reserves to pay for capital projects in much the 
same manner that residents use savings 
accounts for major purchases. Current 
reserves a re sufficient to cover the negative 
cash flow. 

Transit Funds. The City operates Santa Maria 
Area Transit (SMAT) and Breeze transit 
systems, which are funded by a combination of 
Federal grants, State transportation funds, and 
user fares. The transit systems are required to 
recover, through user fees, approximately 20 
percent of operating costs. The Transit Funds 
show a substantial increase in the number of 
passengers and fare revenues during the last 
five years, as shown in the chart below. At the 
end of the third quarter, the SMAT and Breeze 
systems recorded an estimated fare box ratio of 
24.2 percent. 

2004-05 
2005-06 
2006-07 
2007-08 
2008-09 

67,030 
115,680 
401,380 
667,900 
861 970 

72.6% 
247.0% 

66.4% 
29.1% 
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