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OVERVIEW  
 
This financial report completes the second quarter of 
2009-10 for the City of Santa Maria.  The report 
concentrates on the General and Water Resources 
Funds. 
 
Economists have reported that there are signs that the 
National economy may be on its way to recovery in 
2010.  In December 2009, the Consumer Confidence 
Index rose for a second consecutive month, which 
may suggest consumers are beginning to see some 
improvement in the economy.  However, the overall 
index remains very low and any increase in consumer 
spending is likely to be gradual and may be short-lived 
due to the state of the labor market.  Unemployment 
rates are expected to stay high, and some economists 
worry about a double-dip recession.  Inflation and 
wages remain low because employers can not or will 
not raise pay in an economy that has shed 7.2 million 
jobs since the recession began two years ago.  The 
National unemployment rate is 10 percent and the 
number of jobless has hit 15.3 million, up from 7.7 
million when the recession started in late 2007.   
 
Since then, Congress has passed two stimulus 
packages ($168 billion in February 2008 and $787 
billion in February 2009).  The economy has been 
growing for more than six months, yet job creation is 
sluggish.  The underemployment rate - the 
unemployed, those employed part-time, and those 
discouraged persons who have stopped looking for 
jobs – is at 17.3 percent. 
 
In 2010-11, the State of California faces at least a $20 
billion general fund budget deficit.  It is anticipated that 
legislators will once again seek to divert local tax 
revenues from cities to finance the State budget, as 
well as develop other funding schemes that will result 
in a direct reduction of vital local services to 
communities across California.  Cities across the State 
are uniting to make a stand against this scenario and 
the League of California Cities is leading this charge 
by pursuing a Statewide initiative to protect local 
revenues. 
 
The pain of the recession is felt by local governments.  
In 2010-11, for example, the City of Santa Barbara is 
facing an estimated $9 million budget shortfall, 
approximately nine percent of that City's General 

Fund.  The City of Santa Barbara’s sales tax has fallen 
for seven consecutive quarters and, from November 
2008 to November 2009, bed tax receipts were down 
11.9 percent. 
 
Santa Barbara County’s unemployment rate, as of 
January 2010, was at 9.3 percent and Santa Maria’s 
and Lompoc’s unemployment rates were at 14.4 
percent and 16.2 percent, respectively.  On a bright 
note, in November, the median selling price of a home 
in Santa Maria was $243,500, up 10.7 percent from a 
year earlier.  Though residential construction activity 
remains dismal, Marian Medical Center is erecting a 
new facility and Vallarta Market is proposed at 1875 
North Broadway and Federal stimulus money will 
eventually be pumping millions of dollars into Santa 
Maria through the levee repair, street overlay, and 
concrete projects. 
 
The City of Santa Maria is known to be fiscally 
responsible and live within its means.  However, the 
effects of the National and State economies have 
severely impacted the City’s finances and appears that 
recovery will be very slow. 
 
GENERAL FUND  
 
General Fund Balance.  The chart, on the following 
page, shows with 50 percent of the year complete,  
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revenues are at 31.2 percent of projections while 
expenditures are at 45.8 percent of appropriations: 

The chart also reports the audited fund balance of the 
General Fund at the start of 2009-10, which is $14.8 
million.  The budgeted projected balance of $12.9 
million is a calculation based on budgeted revenues 
and expenditures.  In past years, the year-end fund 
balance would exceed budget when actual revenues 
exceeded expected amounts, operational expenses 
were less than budgeted, and incomplete projects and 
contracts, were carried into a new fiscal year.  
However, this is an unusual year - revenues are 
significantly less than expected and expenditures have 
been reduced but still exceed current year revenues. 
 
Total revenues and transfers are less than budgeted 
and significantly less than the prior year.  Total income 
is approximately $2.4 million less than last year at this 
time, while departmental expenditures are $1.6 million 
less than the prior year.  The inability of current year 
revenues to meet current year expenses is a real 
concern and one that is not being dealt with lightly. 
 
To put this in perspective, should this decline in 
revenues continue for the remaining two quarters, total 
General Fund revenues could come in as much as 
$1.5 million less than anticipated.  This is quite 
alarming given the fact that going into this fiscal year, 
revenues were already reduced $2.9 million. 
 
The following chart provides summary information on 
year-to-date revenues, expenditures, transfers, and 
debt service. 

Major Revenue Variances:  The following seven 
revenue sources, which account for approximately 60 
percent of total General Fund revenues, have the 
greatest variances when compared to last year’s 
totals.  The sluggish economy has taken a heavy toll 
on the City’s revenues.  Nearly every key revenue 
source is down compared to the same period last year.  
The $2.4 million reduction in revenue is especially 
troubling because this reduction is almost four times 
the $572,060 reduction reported in the prior year’s 
second quarter report.  Though there are numerous 
differences between the individual revenues received 
during the first half of this year and last year, a true 
picture of what is driving this revenue imbalance is 
below. 

General Fund        Budget YTD Actual Percent

Balance, Start of Year 14,812,102$    14,812,102$    
Revenues* 53,432,070      16,655,840      31.2%
Expenditures* 55,380,820      25,388,770      45.8%
Balance 12,863,352$    6,079,172$      
* Includes Transfers

FY 2009-10 FY 2008-09
Additional 

(Reduction)
Property Tax 3,776,480$        4,571,690$     (795,210)$       
Sales Tax 3,777,450          4,326,820       (549,370)         
Impacted Soils 1,337,140          1,862,420       (525,280)         
Mutual Aid Reimbursements 413,230             749,720          (336,490)         
Interest 376,500             611,760          (235,260)         
Bed Tax 952,390             1,037,800       (85,410)           
Construction Permits 723,030             640,660          82,370             

11,356,220$      13,800,870$   (2,444,650)$    

Key variances include: 
 
• Property Tax.  Property tax revenues are at 49.7 

percent of budget and are $795,210 less than last 
year.  This primarily is attributed to a timing issue 
due to the State’s suspension of Proposition 1A, 
resulting in the City “loaning” eight percent or 
approximately $1.6 million of the City’s property tax 
to the State.  However, the City received, in January 
2010, the first of two installments of $777,646 
pursuant to the Proposition 1A Securitization 
Program.  The second installment will be received in 
May.   Accounting for the delayed receivable of 
$777,646, property tax revenues are only down 
$17,564 compared to last year at this time.  This 
loss in revenue is caused by the high rate of 
foreclosures and reassessments of properties over 
the last few years by the Santa Barbara County 
Assessor’s Office.  This loss of revenue will 
negatively affect revenues in the long-term. 

FY 2009-10 FY 2008-09 Over (Under)

Revenues:
  Taxes 10,233,080$      11,578,330$      (1,345,250)$        
  Licenses & Permits 787,920             729,680             58,240                
  Use of money 461,740             739,410             (277,670)             
  Inter-governmental 560,170             653,090             (92,920)               
  Charges for services 1,313,970          1,614,740          (300,770)             
  Other revenue 1,793,240          2,266,200          (472,960)             
Operating revenues 15,150,120        17,581,450        (2,431,330)          
  Transfers-in 1,505,720          1,448,340          57,380                
Total revenues 16,655,840$      19,029,790$      (2,373,950)$       

Expenditures:
  Administration 3,484,560$        3,935,930$        (451,370)$           
  Community Dev. 1,272,900          1,323,950          (51,050)               
  Recreation & Parks 3,920,750          3,923,750          (3,000)                 
  Public Safety 13,939,350        15,121,830        (1,182,480)          
  Public Works 1,190,660          1,215,340          (24,680)               
Operating Expenses 23,808,220        25,520,800        (1,712,580)          
  Debt service 325,630             221,730             103,900              
  Transfers-out 1,254,920          1,249,030          5,890                  
Total expenditures 25,388,770$      26,991,560$      (1,602,790)$       

 
• Sales Tax.  Receipts are 24.9 percent of budget and 

are $549,370 less than the prior year.  This time 
frame includes sales tax revenues received in April 
through September.  However, the City historically 
receives over 35 percent of sales tax revenues 
during the all important “holiday quarter,” from 
October through December.  The revenue amounts 
and details of those sales transactions will not be 
available for another few weeks.  However, the 
fourth quarter sales are not expected to be as strong 
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as past years because of low consumer confidence 
and spending, as well as the closure of Linen ‘n’ 
Things, Circuit City, Mervyns, Gottschalks and other 
businesses.  If the current trend continues, sales tax 
revenues may be $1.3 million less than budgeted, 
which is substantial because staff had already 
projected sales tax receipts to be $2.9 million less 
going into this year. 

 
• Non-Hazardous Impacted Soils Program (NHIS).  

Though the City’s NHIS continues to be a win-win 
for the community (oil companies dispose of 
non-hazardous soils and the City’s General Fund 
receives revenues to supplement operations) 
revenues received are $525,280 less than last year 
and are at 33.4 percent of budget.  Delays in 
existing and pending contracts have caused the 
variance; however, staff anticipates a turn-around 
and that revenue should be on track with budget by 
year-end.  This revenue is not considered an 
“on-going” revenue as oil companies may, at any 
time, curtail current operations, which would leave a 
tremendous negative impact on City finances. 

 
• Mutual Aid Reimbursements:  The Fire 

Department provides mutual aid support to other 
communities during natural disasters.  The costs 
associated with providing this mutual aid support is 
reimbursed to the City by State or Federal 
governments.  Over the past five fiscal years, the 
City, on average, has received $1 million in mutual 
aid reimbursements.  However, these revenues are 
primarily cost recovery and are not an on-going 
source of operating income.  So far this year, the 
City has received $413,230 in reimbursements 
which is $336,490 less than last year.  And while 
revenues are down so are the associated expenses 
down a proportionate amount as well.  Like NHIS 
revenues, the City can not continue to rely on this 
revenue stream as a long-term financing mechanism 
to finance on-going operational expenses. 

 
• Interest.  The credit freeze by the banking industry 

and the slow down in the economy has reduced 
interest rates for all investments.  At this time last 
year, the City was earning 2.35 percent on cash 
balances and approximately 4.21 percent on 
investments.  Currently, the City earns less than one 
percent (.57 percent) on cash required for 
operations, while rates on long-term investments are 
approximately 3.80 percent.  The reduction in 
interest rates has resulted in the City receiving 
$235,260 less in revenues to date. 

 
• Bed Tax.  Receipts are approximately $85,410 less 

than the prior year and 41.4 percent of budget. 

• Construction Permits.  The only positive variance 
shown on the chart above is a $82,370 increase in 
construction permits.  Construction permits collected 
in the past six months total $723,032 and are 72 
percent of budget.  This increase is small compared 
to declines in recent years and primarily attributable 
to commercial activities, as new home construction 
activities have been minimal. 

 
Expenditures.  Halfway through the fiscal year, 
expenditures are at 45.8 percent of budget, while 
operating costs are 4.2 percent less than expected.  
Actual expenses are $1.6 million less than the prior 
fiscal year.  The following chart summarizes the 
results: 

       Budget YTD Actual

Mayor & Council 170,890$           73,100$              42.8%
City Attorney 1,109,860          521,320              47.0%
City Manager 2,358,690          942,290              39.9%
Administrative Svcs 3,498,270          1,947,850           55.7%
Community Dev. 3,024,000          1,272,900           42.1%
Recreation & Parks 8,151,030          3,920,750           48.1%
Fire 8,624,160          4,180,930           48.5%
Police 21,566,550        9,758,420           45.2%
Public Works 2,654,980          1,190,660           44.8%
Total Departmental 51,158,430        23,808,220         46.5%
Debt Service 1,499,110          325,630              21.7%
Transfers 2,723,280          1,254,920           46.1%

Total 55,380,820$      25,388,770$       45.8%

Percent 
Expended

Key variances include: 
 
• Administrative Services.  Over budget by 5.7 

percent because the majority of outside agency 
contractual obligations are allocated in the first two 
quarters of the fiscal year. 

  
• Debt Service.  Under budget by 28.3 percent as the 

December debt service payment is for interest only, 
while the remaining interest and principal are paid in 
June. 

 
The following chart, summarizes the operating costs, 
by type and shows that each type of operating cost is 
within budget.  It should be noted that all types of costs 
have decreased from the prior year with staffing costs 
having the largest decrease of $1.2 million. 

        Budget YTD Actual
Over 

(Under)

Staffing 40,685,230$     18,987,720$      46.7%
Materials & Supplies 2,701,980         1,265,610          46.8%
Maintenance & Operation 1,802,410         901,350             50.0%
Contracts & Services 5,250,670         2,551,970          48.6%
Capital Outlay 718,140            101,570             14.1%
Total Departmental 51,158,430       23,808,220        46.5%
Debt Redemption 1,499,110         325,630             21.7%
Transfers 2,723,280         1,254,920          46.1%
Total 55,380,820$     25,388,770$     45.8%
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Though the expenditures are below 50 percent, 
departments are being encouraged to make a 
concerted effort to reduce all expenditures, including 
staffing, supplies and services, and capital outlay 
during the remainder of 2009-10.  Due to the shortfall 
in revenues, it is highly likely the City will have to use 
its one-time reserves to finance ongoing operating 
expenditures this fiscal year.  The City spent a number 
of years building those reserves and if “on-going” 
expenditures are not reduced or if revenues continue 
to fall, reserves will need to be used to finance 
operational expenses during 2009-10. 
 
ENTERPRISE FUNDS 
 
Statement of Revenues and Expenses for the Six 
Months Ended December 31, 2009 are shown below: 

Water/Wastewater Fund.  The above chart shows 
water/wastewater expenditures exceed revenues by 
$17.4 million.  The expenditures exceed revenues 
primarily as a result of large capital projects and from 
payments for State Water.  Approximately $16 million 
was expended for the Wastewater Expansion Project.  
This project is vital to the community since the current 
wastewater plant was operating at near capacity.  In 
addition, $518,708 spent on water main replacements 
has contributed to expenditures exceeding revenues.  
State Water expenses of $16.6 million were prepaid 
for water deliveries in future periods.  However, one 
quarter of these expenses is recorded in each quarter, 
rather than reporting the full expense when paid.  
Accounting, in this manner, for State Water costs 
results in $8.3 million of State Water expenses 
deferred until the third and fourth quarters.  However, it 
should be noted that there are sufficient funds in the 
Water/Wastewater Fund Balance to cover these 
planned expenses. 
 
Solid Waste Fund.  The Solid Waste Fund reports 
refuse collection and disposal activities.  Refuse 
expenditures exceed revenues by $2.6 million.  The 
$4.4 million of capital outlay/projects is responsible for 
the second quarter loss.  The four primary capital 

projects include:  $2.4 million for the Los Flores Ranch 
Development Plan; $519,076 for landfill closure costs; 
$463,259 for the Santa Maria Recycling Park; and 
$216,130 for the purchase of a refuse truck.  However, 
like the Water/Wastewater Fund Balance, current 
reserves are sufficient to cover the planned negative 
cash flow. 
 
Transit Funds.  The City operates the 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 City 
has endeavored to meet the transportation needs of 
the community by providing numerous routes and 
services.  Staff is pleased to report that during the first 
half of the fiscal year, user fares increased 
approximately $67,310 over the prior fiscal year.  This 
increased use of transit buses (and increased user 
fares) could be driven by the current recession and the 
residents need for inexpensive transportation. 

Water/ Solid Public
Wastewater Waste Transit

16,810,200$   8,070,340$   683,690$     
Interest Income 104,780 262,890 34,790
Other Revenue 1,196,680 15,220 7,529,990

18,111,660 8,348,450 8,248,470

9,733,490 6,557,620 3,475,170
17,501,930 4,407,650
8,298,650

35,534,070 10,965,270 3,475,170
(17,422,410)$  (2,616,820)$  4,773,300$ 

Total Expenses
Net Income/(Loss)

Total Revenues

Revenues
Charges for Service

Expenses

Capital Expenditures
State Water Payments

Operating 

 
The following chart shows the increase in fare box 
revenues. 
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