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FOR THE COUNCIL MEETING OF NOVEMBER 3, 2009 

COUNCIL AGENDA REPORT 

November 3, 2009 

TO: City Council 

FROM: City Manager 
Prepared By: Director of Administrative Services 

SUBJECT: FINANCIAL REPORT FOR THE FIRST QUARTER ENDING 
SEPTEMBER 30, 2009 

RECOMMENDATION: 

That the City Council receive and file the Financial Report for the First Quarter Ending 
September 30,2009. 

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. This financial report 
summarizes the first quarter financial analysis. 

DISCUSSION: 

The attached report 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 year-end adjustments, accruals, or disclosures the information does provide a 
picture of the City's activity and the developing financial trends. 

Overall, while General Fund revenues and expenditures are "in-line" with budget and 
historical norms, revenues are $1.5 million less than last fiscal year at this time. Should 
this decline in revenues continue for the remaining three quarters, total General Fund 
revenues could be reduced by as much as $6 million. Staff is closely monitoring 
revenues and any significant variances will be presented to the City Council in the 
Second Quarter Report. Both revenue and expenses variances, which are noted and 
explained, are the result of events and information that were unforeseen during the 
preparation of the 2009-10 Budget. Also, attached to this report are three budget 
amendments for City Council's consideration. 
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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. 

LYNDA SNODGRASS 
Director of Administrative Services 

Attachment: Quarterly Financial Report 
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OVERVIEW  
 
This quarterly report describes the financial 
activity for the City of Santa Maria during the first 
quarter of 2009-10.  The report concentrates on 
the General and Water Resources Funds and 
indicates no overall material budget variances. 
 
The United States entered the worst recession 
since World War II, when the housing market 
collapsed in December, 2007.  What began as a 
pricing correction in the housing market started a 
global credit crisis that created havoc at the 
National, State, and local levels.  Now, almost 
two years later, the experts announce that the 
recession is drawing to a close, at least on the 
National level.  While officially the recession is 
ending, improvements in the job, credit, and 
housing markets are projected to be painfully 
slow especially at the local level.  The National 
unemployment rate, which stands at a 26-year 
high of 9.8 percent, is expected to increase to 10 
percent during the last quarter of 2009 before 
returning to 9.5 percent in 2010.  In the housing 
market, prices are still often 40 to 50 percent less 
than the peak of three years ago and concerns 
about the increasing defaults in the commercial 
market may hamper the recovery.  While 
consumer confidence and spending are the keys 
to a full recovery, until workers are confident that 
their jobs are secure and consumers are 
confident that the dollar spent today will not be 
needed tomorrow, a full recovery is not possible. 
 
The State of California has a multitude of 
problems including a structural budget 
imbalance; a legislature whose first priority is 
gaining the upper hand over the other political 
party; and a Governor that uses debt to solve 
budget shortfalls.  While the politicians debated in 
Sacramento, the State unemployment rate 
reached 12.2 percent in August; 2.2 million 
displaced workers searched unsuccessfully for 
jobs; and State revenues continued to decline.  
Now, the State is poised to borrow $1.9 billion 
from local governments with promises of 
repayment in June, 2013 with the hope that there 
will be sufficient revenues in three years to repay 
the debt. 

The median home value of a California home is 
expected to rise modestly by 3.3 percent in 2010.  
This modest increase follows the sharpest 
decline in home values in history.  However, most 
activity will center on the distressed properties in 
the low-end of the market. 
 
The City’s housing market continues to struggle 
as the median sales value for homes slipped 
eight percent from last year to $235,000.  
Although residential real estate sales are slow, 
commercial and industrial activity is brisk.  Two 
notable projects are the revitalization efforts at 
the Town Center East Mall with a modernization 
of the food court and the construction of Windset 
Farms near Black and West Betteravia Roads.  
The Windset Farms project is a massive 
greenhouse facility, of 5.7 million square feet and 
a 130,000 square foot processing center that will 
create up to 400 new jobs once it’s complete.  
The creation of new jobs is important to Santa 
Maria’s recovery as the unemployment rate is 
currently 13.2 percent. 
 
While, the City of Santa Maria is known to be 
fiscally responsible, problems at the National and 
State level continue to impact City finances.  
Santa Maria, like most California cities, continues 
to experience a decline in sales tax revenues, 
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decreases in property tax values, and State raids 
on local revenues.  The City will “loan” the State 
a total of $1.5 million in property tax revenues in 
December and April.  Rather than wait for the 
State’s repayment, plus two percent interest, the 
City plans to “securitize” the loan by joining with 
other local municipalities to sell the receivable on 
the bond market. 
 
GENERAL FUND  
 
General Fund Balance. With 25 percent of the 
year complete, revenues are at 14.1 percent of 
projections, while expenditures are at 22.4 
percent of projections, as reflected in the 
following chart: 

Revenues are less than budgeted and $1.5 
million less than the prior year.  Should this 
decline in revenues continue for the remaining 
three quarters, total General Fund revenues 
could be reduced by as much as $6 million.  Staff 
is closely monitoring revenues and any significant 
variances will be presented to the City Council in 
the Second Quarter Report.  Because property 
tax is not received until December and April each 
year, as expected, the absence of this large 
revenue source is impacting first quarter 
revenues.  Decreases in mutual aid 
reimbursements are also responsible for a large 
portion of the revenue decrease.  A discussion of 
the changes in each category follows in the “Key 
Revenue Variance” portion of this report. 
 
Expenditures are approximately 2.6 percent less 
than the benchmark of 25 percent of budget and 
are approximately $1 million less than the prior 
year.  The decrease in expenditures is primarily 
in the Police Department, but reductions in all 
departments contributed to the overall tightening 
of the “budget belt.” 
 
The City adopted a relatively balanced budget, 
i.e., revenues equal to expenditures.  However, 
at the end of a fiscal year there are projects, 
contracts, and transactions that are not 
completed.  Appropriations for those projects, 
contracts, and transactions are brought forward 
into the current fiscal year, resulting in 
appropriations exceeding estimated revenues. 

The City’s annual audit has not been finalized so 
the beginning Fund Balance is an estimate, while 
the year-end balance is a projection. 
 
Key Revenue Sources. The top five revenue 
sources account for approximately 51 percent of 
total General Fund revenues received at first 
quarter and 60.1 percent of budgeted revenues. 
The top two revenues received, sales tax and 
transient occupancy tax (TOT) revenues, account 
for 44.9 percent of current revenues and are 
directly tied to the economy.  Because of the 
declining economy, both sales tax and TOT 
revenues are less than the prior year ($474,400 
and $102,400, respectively).  Total revenues are 
less than 25 percent of budget, primarily because 
property tax disbursements have yet to be 
received and because of the Triple Flip, the State 
has changed traditional municipal revenues to 
property tax, such as motor vehicle fees and 
sales tax. 

General Fund        Budget YTD Actual

Balance, Start of Year 14,029,855$      14,029,855$      
Revenues* 53,411,580        7,511,010          14.1%
Expenditures* 55,168,960        12,380,500        22.4%
Balance 12,272,475$      9,160,365$        

* Includes Transfers

Percent

        Budget
Received 

YTD Actual
Percent 

Received

Sales Tax 15,171,000$      2,761,150$        18.2%
Property Tax 7,593,310                                    0.0%
Vehicle License Fees 6,298,870          157,000             2.5%
Hotel/Bed Tax 2,300,000          612,680             26.6%
Licenses, Permits, & Fees 1,021,540          306,530             30.0%
Total Key Revenues 32,384,720        3,837,360          11.8%
All Other Revenues 21,026,860        3,673,650          17.5%
Total Revenues 53,411,580$     7,511,010$        14.1%

Key revenue variances include: 
 
 Sales Tax. The difficult economic climate 

and the closure of several major retail stores 
has caused a reduction in retail purchases 
and a decrease in sales tax to the City.  
Current sales tax is approximately $474,400 
less than the previous fiscal year and over 
$675,000 less than two years ago. 

 
 Vehicle License (VLF) Fees. Receipts are 

approximately $17,800 more than the prior 
year.  The $157,000 of VLF fees is paid 
directly by automobile purchasers, while the 
bulk of this revenue comes from (the Triple 
Flip) property tax that the State traded for 
VLF revenues. 

 
 Property Tax. Payments are received from 

Santa Barbara County in December and April 
of each year; therefore, the City has not 
received property tax as of September 30, 
2009. 

 



QUARTERLY FINANCIAL REPORT FIRST QUARTER OF 2009-10 

 

following table summarizes the results: 

 Fire.  The department is one-tenth of a 

 Administrative Services. Over budget by 

perating costs are on target by type as 

 Hotel/Bed Tax (TOT). Receipts are 
approximately $102,400 less than the prior 
year and 1.6 percent higher than budgeted. 

 
 Licenses, Permits and Fines. Receipts are 

$70,100 less than the prior year and 5 
percent higher than budgeted.  This revenue 
can fluctuate widely from quarter-to-quarter, 
as a result of the economy and development 
activity. 

 
 All Other General Fund Revenues. The 

total of all other General Fund revenues is 
approximately $889,600 less than the 
previous fiscal year.  There are many minor 
variations between individual accounts, but 
the significant changes are: (1) mutual aid 
response revenues from the State are 
$597,860 less; and (2) impacted soil 
revenues are $225,260 less than the 
previous year. 

 
Expenditures. Operating costs are lower than 
budgeted totaling 22.4 percent for the year.  The 

Key variances by department include: 
 


percent over budget as a result of the Fire 
and Life Safety Division responding to mutual 
aid emergencies.  These costs will be 
reimbursed, in full, at a later date. 

 


2.4 percent because of the issuance of the 
semi-annual allocation of TOT allocations to 
outside agencies during the first quarter 
rather than in four equal quarterly payments. 

 
O
summarized in the following chart.  “Total 

Departmental” costs are 23.1 percent of the 
budget: 

        Budget YTD Actual
Over 

(Under)

Staffing 40,724,990$      9,524,100$        23.4%
Materials & Supplies 2,695,630          628,770             23.3%
Maintenance & Operation 1,802,410          441,470             24.5%
Contracts & Services 5,157,820          1,107,950          21.5%
Capital Outlay 580,860             50,750               8.7%
Total Departmental 50,961,710        11,753,040        23.1%
Debt Redemption 1,499,110                                    0.0%
Transfers 2,708,140          627,460             23.2%
Total 55,168,960$      12,380,500$      22.4%

The only significant variance is in 
non-departmental costs: 
 

 Debt Redemption. Payments on debt are 
due on December 1st and June 1st of each 
year, which results in a figure of zero 
percentage spent at September 30th. 

 
The remaining categories are within budget and 
historical norms when compared with prior year 
expenditures. 
 
ENTERPRISE FUNDS  
 

       Budget YTD Actual
Percent 

Expended
Public Safety:
     Police 21,560,200$         4,786,520$           22.2%
     Fire 8,460,400             2,125,900             25.1%
Public Works 2,654,980             535,600                20.2%
Recreation & Parks 8,151,030             1,897,780             23.3%
Community Dev. 3,024,000             629,170                20.8%
Administration:
     Mayor & Council 170,890                36,050                  21.1%
     City Attorney 1,109,860             253,550                22.8%
     City Manager 2,358,690             538,000                22.8%
     Adminis trative Svcs. 3,471,660             950,470                27.4%
Total Departmental 50,961,710           11,753,040           23.1%
Debt Service 1,499,110                                          0.0%
Transfers 2,708,140             627,460                23.2%
Total 55,168,960$         12,380,500$         22.4%

Statement of Revenues and Expenses for the 
three months ending September 30, 2009: 

Water/ Solid Public
Wastewater Waste Transit

7,719,800$    3,719,550$   197,590$    
Interest Income 115,450 276,070 29,330
Other Revenue 102,050 4,830 307,880

7,937,300 4,000,450 534,800

7,197,420 3,392,100 485,560
2,004,470 471,000 70,620

596,780
9,798,670 3,863,100 556,180

(1,861,370)$   137,350$      (21,380)$     
Total Expenses
Profit (Loss)

Total Revenues

Revenues
Charges for Service

Expenses

Operating 
Capital Expenditures
State Water Payments

Water/Wastewater Fund. Expenses exceeded 
revenues by $1.9 million, primarily as a result of 
the wastewater treatment plant expansion 
project.  The expansion of the wastewater 
treatment plant is vital to the community as the 
current wastewater plant is operating at near 
capacity.  In addition, the July 2009 prepayment 
of $596,780 for State Water also contributed to 
expenses exceeding revenues.  However, it 
should be noted that there are sufficient funds in 
the Water/Wastewater Fund Balance to cover 
these costs. 
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The estimated total State Water Project (SWP) 
costs for the next 10 years is: 

Cash and investments held by the 
Water/Wastewater Fund at September 30, 2009, 
total $22.8 million.  The Water/Wastewater Fund 
is on track with revenue and expense projections.  
Currently, all bond restrictions and rate 
covenants are being met. 
 
Solid Waste Fund. The Solid Waste Fund 
reports refuse collection and disposal activities.  
Refuse revenues exceeded expenditures by 
$137,350 because capital projects, such as the 
landfill closure and the Las Flores Ranch project, 
are in the beginning stages of development. 
 
Public Transit Funds. The Public Transit Funds 
report revenues and expenses for the Santa 
Maria Area Transit (SMAT) Fund and the 
Intercommunity Transit Service (Breeze) Fund.  
These funds provide for a fleet of buses and 
grant and system management, which includes 
contracting with a transit service provider.  
Payments to the transit service provider and 
supplies and services to operate the buses are 
responsible for expenses exceeding revenues by 
$21,380.  Though the ideal goal for these two 
funds is for the revenues to exceed expenses, 
service to the public, as well as the fare box 
recovery ratio are the greater goals.  The 
ridership of both SMAT and Breeze has 
increased dramatically over the last few years, as 
shown on the following chart: 

The Public Transit Funds are supported 80 
percent by Federal grants and State 
transportation funds and by 20 percent of fares 
received from users of the transit system. FY Ending 

June 30
DWR &
CCWA

Debt
Service

Total SWP
Cost

2011 19,720,907$      6,550,088$        26,270,995$      
2012 19,766,751        6,557,813          26,324,564        
2013 19,954,246        6,557,540          26,511,786        
2014 15,994,284        6,544,039          22,538,323        
2015 16,185,815        6,538,925          22,724,740        
2016 16,313,830        6,539,659          22,853,489        
2017 16,385,478        6,537,626          22,923,104        
2018 16,312,103        6,543,934          22,856,037        
2019 16,231,837        6,543,361          22,775,198        
2020 16,354,260        6,544,153          22,898,413        
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November 3, 2009 

TO: 

FROM: 

City Council 

City Manager 

FOR THE COUNCIL MEETING OF NOVEMBER 3, 2009 

COUNCIL AGENDA REPORT 

Prepared by: Director of Administrative Services 

SUBJECT: BUDGET AMENDMENTS - OPERATIONAL CHANGES RELATED TO 
THE 2009-10 FIRST QUARTER BUDGET REPORT 

RECOMMENDATION: 

That the City Council adopt a resolution approving operational changes for the first 
quarter ending September 30, 2009. 

BACKGROUND: 

As part of the City's budget process, staff periodically brings forward for City Council's 
consideration, various operational recommendations in conjunction with the quarterly 
budget review. Staff is presenting for City Council's consideration, as part of this 
quarterly budget review, the following operational adjustments for incorporation into the 
2009-10 Budget. 

DISCUSSION: 

Utilities 

Re-appropriate $459,100 for Water Fund operational expenses, 

During the Mid-Cycle Budget Review, all departments were requested to reduce 
appropriations by predetermined percentages. Unfortunately, when the calculation was 
performed, the Water Fund included both State Water appropriations and Central Coast 
Water Authority (CCWA) payments in the calculation of budget reductions of which 
$15,112,600 and $3,249,790, respectively were used. Consequently, staff recommends 
that the State Water and CCWA expenses be removed from the calculation of 
appropriation reductions and that $459,100 be re-appropriated into the Water Fund budget 
in order to meet operational demands and expenses. Sufficient funds are available in the 
Water Fund to accommodate this re-appropriation. 

Other City Funds 

Increase transfers, in the amount of $10,589, from the Community Development Block 
Grant Funds to the General Fund to reflect General Fund administrative support 
provided to Community Development Block Grant activities. 



The City receives Community Development Block Grant (CDBG) funds through the 
Federal government. A small portion of CDBG funds is allocated for administrative 
support. After the City Council meeting to allocate the 2009-10 CDBG funds, it was 
learned that the CDBG amount actually increased, thereby, the amount allocated for 
administrative support expenses increased by $10,589. It is recommended that transfer 
revenue in the General Fund be increased by $10,589 and transfer appropriations in the 
CDBG Fund be increased by $10,589. 

Decrease estimated revenues and appropriations in the Measure D Fund by $169,545 and 
increase estimated revenues and appropriations in the Street Grant Fund by $169,545 to 
reflect the exchange of Measure D Funds for Federal Stimulus Funds with the City of 
Guadalupe. 

Cities in Santa Barbara County participate in the Santa Barbara County Association of 
Governments (SBCAG), The SBCAG Board allocates street related funds among the 
cities, including Federal Stimulus Funds, which are allocated based on population, 
Because the smaller cities' portion of Federal Stimulus Funds is too small to finance a 
meaningful project, SBCAG requested that the City of Santa Maria exchange $169,545 of 
Measure D Funds for the City of Guadalupe's Federal Stimulus Funds. The City of Santa 
Maria can apply the $169,545 of Federal Stimulus Funds to larger stimulus projects, 
thereby, achieving economy of scale. However, Measure D monies are received in the 
Measure D Fund and Federal Stimulus monies will be recorded in the Street Grants Fund. 
To record this exchange, the revenues and appropriations in the Measure D Fund will be 
reduced and the revenues and appropriations in the Street Grants Fund will be increased 
by $169,545. There will be no change to the fund balance of either fund. 

Fiscal Considerations: 
The appropriation requests are either cost neutral or will be appropriated from the fund 
balance of each fund. Currently, each fund balance has sufficient financing to cover the 
proposed recommendation. 

Impact to the Community: 
The budget adjustments contained in this staff report are recommended to continue 
service delivery without decreasing the level of service to the public. 

LYNDA SNODGRASS 
Director of Administrative Services 
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