
FOR THE COUNCIL MEETING OF SEPTEMBER 7, 2010 

COUNCIL AGENDA REPORT 
September 7,2010 

TO: City Council 

FROM: City Manager 
Prepared By: Director of Administrative Services 

SUBJECT: FINANCIAL REPORT FOR THE FOURTH QUARTER ENDING 
JUNE 30,2010 

RECOMMENDATION: 

That the City Council receive and file the Financial Report for the Fourth Quarter Ending 
June 30, 2010, 

BACKGROUND: 

Four times each year, City staff completes a comprehensive analysis of City finances 
including projected fund balances, revenues to date, departmental budgets, expenditures, 
encumbrances, and potential adjustments, This financial report summarizes the fourth 
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 balances; 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, 

Also attached, for Council's consideration, is a budget amendment report requesting one 
capital-related purchase, 

Impact to the Communitv: 
The interim financial statement provides the community with an understanding of the 
financial activity of the City's primary funds, 

#'Jv?- to V ~ ~ 
RENE M. VISE 
Director of Administrative Services 

Attachment: Quarterly Financial Report 
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OVERVIEW  
 
This financial report completes the fourth quarter of 2009-10 for the City 
of Santa Maria.  The report concentrates on the General and Enterprise 
Funds. 
 
A fairly widespread national economic recovery – seen across most 
sectors and geography – has been proceeding for almost a year.  The 
pace of growth was strongest in the fourth quarter of calendar year 
2009, which helped achieve a growth rate of almost four percent in the 
second half of last year.  The economy has apparently downshifted in 
the first half of calendar year 2010.  In the second quarter, gross 
domestic product (GDP) slowed to a 2.4 percent annual pace from 3.7 
percent in the first quarter. 
 
The climb out of the recession is one of an evolving mix of factors.  Last 
year, the transition from recession to recovery was aided by Federal 
government stimulus spending, which is still at work in 2010, but much 
less forceful than in 2009.  In the first half of 2010, we’ve seen a slight 
rise in consumer spending, rather strong business investments, and 
very strong growth in manufacturing production. 
 
Consumer activity surprised many in the first quarter of the year, but in the second quarter, consumers, to a 
certain extent, cut back their spending habits.  According to some economists, the strong first quarter spending 
represented pent-up demand coming out of the recession and the apparent pause reflects the return of a more 
cautious attitude influenced by a volatile stock market and worrisome developments such as the European 
sovereign debt crisis and oil spill in the Gulf region.  The Conference estimate of consumer confidence, based on 
the attitudes of 5,000 households, fell sharply in June, wiping out confidence gains seen in the prior two months. 
 
Business spending on equipment and software has been strong in the first half of the year.  Again, economists 
have credited this as a sign of pent-up demand following deferrals in 2009 when so many businesses put a stop 
on everything but essential spending.  Shipments of nondefense capital goods excluding aircraft, a rough proxy 
for business spending on new capital, rose 1.6 percent in May alone, indicating an annualized double-digit rate of 
growth. 
 
Manufacturing production is up about eight percent over the past year through June.  Almost every manufacturing 
industry has posted strong growth during that period, with double-digit gains across a number of durable goods, 
including metals, machinery, computers, and motor vehicles.  These industries bore a significant portion of the 
share of the pain associated with the recession and current production is still well below peak levels. 
 
In addition to these factors, productivity growth has also had a significant impact on the recovery.  The pace of 
productivity growth in the broad economy has been very strong coming out of the recession – five to six percent 
annualized.  This increase explains, at lease partially, an improvement in output devoid of much progress on 
unemployment.  Employers have recently increased hours of work but have been hesitant to hire.  Businesses are 
making every effort to squeeze as much production as possible out of their downsized workforces and are 
pursuing productivity gains from reorganization, automation, and supply chain streamlining.  These strategies 
were formulated during the recession and continue. 
 
The most sobering aspect of current economic reality is the unemployment picture.  The National unemployment 
rate peaked to just over 10 percent last October and has remained high since then in spite of economic growth.  
The unemployment rate has since slightly declined to 9.5 percent.  California’s unemployment rate is currently 
12.4 percent.  In contrast, the local unemployment rate in Santa Maria is 14.2 percent. 
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In 2010-11, the State of California faces at least a $19.1 billion general fund deficit.  It is anticipated that State 
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 take a stand against this scenario.  The “Local Taxpayer, Public 
Safety and Transportation Protection Act of 2010” (otherwise known as Proposition 22) qualified for the November 
ballot on June 22, 2010.  If this measure is passed, it would prohibit the State from borrowing or redirecting cash 
from local government property taxes, gasoline taxes, local transit, redevelopment funds, and other locally-issued 
taxes to balance the State budget. 
 
In 2009-10, the State took $460,000 in RDA tax increment, which is a direct reduction in General Fund reserves 
since the entire amount of tax increment revenue is used for debt service payments. 
 
At the start of the 2010-11 budget process, the City faced an $8 million General Fund deficit.  On March 16, 2010, 
staff presented a budget review report to the City Council and sought direction on financing options to deal with 
this massive deficit.  City Council directed staff to reduce operating expenses in General Fund departments (three 
percent in public safety departments and six percent in non-public safety departments); continue to engage 
employee groups in discussing salary and benefit concessions; reduce the financial contributions made to outside 
agencies by six percent; and use one-time Local Economic Augmentation Fund (LEAF) financing to help balance 
the 2010-11 General Fund Budget.   
 
GENERAL FUND  
 

General Fund        Budget YTD Actual Percent

Balance, Start of Year 14,812,102$         14,812,102$            

Revenues* 53,733,580           52,597,900              97.9%

Expenditures* 55,868,530           52,846,330              94.6%

Balance 12,677,152$         14,563,672$            

* Includes Transfers

General Fund Balance.  The chart, on the left, shows 
that with 100 percent of the year complete, revenues 
are at 97.9 percent of projections while expenditures 
are at 94.6 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 $12.7 million is a 

calculation based on budgeted revenues and expenditures.  Although the chart shows the fund balance declining 
by $248,000, these are unaudited numbers and many transactions are yet to be recorded.  Also, the revenues 
include transfers from the LEAF of $2.6 million leaving a balance of $7.7 million at June 30. However, $3 million in 
LEAF financing has been appropriated in 2010-11, resulting in an anticipated LEAF balance of $4.7 million at the 
end of 2010-11.  

The chart to the left provides summary comparison 
information on revenues, expenditures, transfers 
and debt service for fiscal year ending June 30, 
2010 versus June 30, 2009.  Details on major 
variances are presented later in this report. 

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

Revenues:

  Taxes 33,818,110$        37,046,180$        (3,228,070)$          

  Licenses & Permits 1,456,790            1,241,460            215,330                

  Use of money 1,773,450            2,693,610            (920,160)               

  Inter-governmental 1,791,060            2,333,680            (542,620)               

  Charges for services 2,462,000            3,514,300            (1,052,300)            

  Other revenue 4,749,890            7,544,626            (2,794,736)            

Operating revenues 46,051,300          54,373,856          (8,322,556)            

  Transfers-in 6,546,600            4,033,158            2,513,442             

Total revenues 52,597,900$        58,407,014$        (5,809,114)$          

Expenditures:

  Public Safety 28,535,120          29,284,804          (749,684)               

  Recreation & Parks 7,959,630            8,011,045            (51,415)                 

  Administration 7,019,650$          8,381,046$          (1,361,396)$          

  Community Dev. 2,701,220            2,621,093            80,127                  

  Public Works 2,460,180            2,504,886            (44,706)                 

Operating Expenses 48,675,800          50,802,874          (2,127,074)            

  Debt service 1,626,660            1,379,370            247,290                

  Transfers-out 2,543,870            3,596,338            (1,052,468)            

Total expenditures 52,846,330$        55,778,582$        (2,932,252)$          

 
Total revenues and transfers-in are less than 
budgeted and significantly less than the prior year.  
Total income is approximately $5.8 million less than 
last fiscal year, while total expenditures are $2.9 
million less than the prior year. 
 
Operating revenues are $8.3 million less than in the 
prior year while departmental expenses are $2.1 
million less. 
 
Total expenditures are greater than revenues by 
approximately $248,000. However, this includes 
$2.6 million in one-time LEAF transfers. 
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Major Revenue Variances:  The following seven revenue sources, which account for approximately 68 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 
last year.  Though there are numerous differences between the individual revenues received during this year and 
last year, a true picture of what is driving this revenue imbalance is below. 
 
Key variances include: 
 
 Sales Tax.  Receipts are approximately $1.5 

million less or 90.3 percent of budget. And 
compared to the prior year, sales tax receipts are 
$2 million less.  The large decline in sales tax 
revenue is a direct result of the downturn in the 
economy resulting in low consumer confidence 
and high unemployment. 

 
 Property Tax.  Property tax revenues are at 101.8 

percent of budget, but are $914,000 less than last year.  In 2009-10, the County Assessor’s Office reviewed 
approximately 25,000 parcels and enrolled 19,429 with Section 51 temporary reductions.  Section 51 of the 
Revenue & Taxation Code requires the Assessor to annually enroll either a property’s Proposition 13 base 
year value factored for inflation up to two percent, or its market value as of January 1st, whichever is less.  
The majority of parcels (13,715) with this temporary reduction are located in the north County resulting in an 
assessed value decline of $930 million. 

General Fund         Budget
Received 

YTD Actual
Percent 

Received

Sales Tax 15,400,030$         13,913,753$            90.3%
Property Tax 13,692,180           13,948,950              101.9%
Hotel/Bed Tax 2,300,000             2,116,310                92.0%
NHIS 4,000,000             2,696,923                67.4%
Interest 1,230,120             1,653,770                134.4%
Licenses, Permits, & Fees 1,021,540             1,456,790                142.6%
Total Key Revenues 37,643,870           35,786,496              95.1%
All Other Revenues 16,089,710           16,811,404              104.5%
Total Revenues 53,733,580$        52,597,900$           97.9%

 
 Bed Tax.  Receipts are 92 percent of budget and approximately $85,000 less than the prior year.  Bed tax 

peaked in fiscal year 2007-08 at $2.4 million and since then, has declined 11.7 percent.  
 
 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 67.4 percent of budget and $2.8 million less than last year.  
Delays in existing and pending clean-up and hauling contracts were the reason for this variance.   

 
 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 (.53 percent) on 
cash required for operations, while rates on long-term investments are approximately 3.40 percent.  The 
reduction in interest rates has resulted in the City receiving $780,000 less in interest income than last year, 
but is $424,000 greater than budget.  The increase in interest earnings over budget in the General Fund is 
primarily due to greater cash balances available for investment than projected, and also due to 
underestimation of anticipated earnings. 

 
 Construction Permits.  A positive variance on the chart above is due to a $215,000 increase in construction 

permits over the prior year.  This increase is relatively small compared to significant declines in construction-
related permit revenues in recent years. Commercial activities, rather than new home construction activities 
have generated the greatest permit revenue this past year.  Permit revenue is almost $1.1 million less than 
the City received in 2006-07 during the height of the construction boom.  During that fiscal year, the City 
received $2.5 million in building permit revenue. 

 
Expenditures.  For the fiscal year, expenditures are at 94.6 percent of budget, resulting in expenses being $3 
million less than appropriations. The decline in expenditures is a direct result of departments controlling costs.  
The chart, on the following page, summarizes the results: 
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Key variances include: 

Water/ 
Wastewater Solid Waste

Public 
Transit

29,993,600$     16,328,960$   905,300$     
859,240 1,537,750 218,080

1,610,920 63,300 11,113,030
32,463,760 17,930,010 12,236,410

16,001,190 14,365,520 6,558,780
13,991,090 5,433,500 13,860
16,730,980
46,723,260 19,799,020 6,572,640

(14,259,500)$    (1,869,010)$   5,663,770$   

Other Revenue

Total Expenses

Profit (Loss)

Total Revenues

Revenues
Charges for Service

Expenses
Operating 
Capital Expenditures

Interest Income

State Water Payments

 

 Mayor & Council. Under budget by 7.1 
percent is due primarily to a decrease in travel 
and business expenses.  

 

 Administrative Services.  Under budget by 
7.2 percent or $259,000 is largely due to a 
decrease in the NHIS Program-related 
expenses and salary and benefit savings in the 
Information Technology Division as a result of 
staff vacancies, and reductions in departmental 
business travel and training expenses.  

General Fund        Budget YTD Actual
Percent 

Expended

Mayor & Council 170,890$                158,730$                 92.9%

City Attorney 1,253,860               1,224,160                97.6%

City Manager 2,400,890               2,322,750                96.7%

Administrative Svcs 3,572,550               3,314,010                92.8%

Community Dev. 3,094,000               2,701,220                87.3%

Recreation & Parks 8,151,030               7,959,630                97.7%

Fire 8,731,840               8,199,190                93.9%

Police 21,616,100             20,335,930              94.1%

Public Works 2,654,980               2,460,180                92.7%

Total Departmental 51,646,140             48,675,800              94.2%

Debt Service 1,499,110               1,626,660                108.5%

Transfers 2,723,280               2,543,870                93.4%

Total 55,868,530$           52,846,330$            94.6%
 

 Community Development.  Under budget by 12.7 percent or $393,000 is due primarily to the delay in 
expenditures for the Land Use and Circulation Element, Sphere Area 9, and the environmental impact report 
for the Downtown Specific Plan. 

 

 Fire.  Under budget by 6.1 percent or $532,000. These savings were achieved by full-time salary savings 
attributed to vacancies as well as reduced capital outlay expenditures. 

 

 Police.  Under budget by 5.9 percent or $1.2 million, also due in large part to salary and benefit savings 
associated with vacancies as well as significantly less overtime costs being incurred. 

 

 Public Works.  Under budget by 7.3 percent or $195,000. And like other departments, salary and benefit 
savings associated with not immediately filling vacancies coupled with a reduction in contractual services 
expenses account for this variance.  

 
The following chart, summarizes the operating costs, by type and shows that each type of operating cost is within 

budget. 
 

        Budget YTD Actual Over (Under)

Staffing 40,753,480$        38,979,330$         95.6%
Materials & Supplies 2,692,550            2,502,880             93.0%
Maintenance & Operation 1,802,410            1,766,440             98.0%
Contracts & Services 5,631,150            5,089,570             90.4%
Capital Outlay 766,550               337,580                44.0%
Total Departmental 51,646,140          48,675,800           94.2%
Debt Redemption 1,499,110            1,626,660             108.5%
Transfers 2,723,280            2,543,870             93.4%
Total 55,868,530$        52,846,330$         94.6%

It should be noted that each category of costs are 
under budget.  Staffing is under budget by $1.8 
million or 4.4 percent.    
 
The expenditures by type are all below budget.  
However, some expenditure categories will 
increase as audit adjustments are recorded.  
Though changes are anticipated, total expenditures 
are not expected to exceed the budget when the 
audit is finalized. 
 

 

ENTERPRISE FUNDS 
 
Statement of Revenues and Expenses for the fiscal year ended June 30, 2010 are shown below: 

Water/Wastewater Fund.  The chart to the left shows 
water/wastewater expenditures exceeded revenues by 
$14.3 million. This is due in large part to large capital 
project expenses and payments for State Water.  
Approximately $17.4 million was expended for the 
Wastewater Expansion Project.  The majority of the 
costs, $10.1 million, was paid from the Wastewater 
Fund and the remainder from the Growth Mitigation 
Fund.  This project is vital to the community because 
the current wastewater plant is operating at near 
capacity.  In addition, over $712,000 was spent on 
water main replacements, also contributing to 
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expenditures exceeding revenues.  State Water expenses of $16.7 million were prepaid for water deliveries in 
future periods.  It should be noted that Water Fund operating cash at June 30 was negative ($2.9 million), 
whereas Wastewater Fund operating cash was $21.3 million.  The negative Water Fund cash was primarily due to 
declining revenue.  Total revenues were $25.8 million versus a budget of $28.5 million.  Total water consumption 
is 8.5 percent less than the prior year.  Water Fund expenditures are under budget by $6 million due in large part 
to less than forecast State Water payments and deferred capital projects. 
 
Solid Waste Fund.  The Solid Waste Fund reports refuse collection and disposal activities.  Refuse expenditures 
exceeded revenues by $1.9 million with $5.4 million of capital expenditures being the primary reason for the 
annual loss.  Noteworthy capital projects for this last year included:  $2.5 million for the Los Flores Ranch 
Development Plan; $1.02 million for the Santa Maria Recycling Park; and over $598,000 for landfill closure costs.  
There are, however, sufficient reserves in the solid waste fund to cover the anticipated 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 for the fiscal year ended June 30, 2010, user fares increased approximately $41,000 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. 
 
The following chart shows the increase in fare box revenues. 
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FOR THE COUNCIL MEETING OF SEPTEMBER 7, 2010 

COUNCIL AGENDA REPORT 

September 7,2010 

TO: City Council 

FROM: City Manager 
Prepared by: Director of Administrative Services 

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

RECOMMENDATION: 

That the City Council adopt a resolution approving operational changes for the fourth 
quarter ending June 30,2010. 

BACKGROUND: 

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

DISCUSSION: 

Utilities 

Authorize the purchase of a medium tracked bulldozer and implements to improve 
operations at the Santa Maria Regional Landfill. 

In 2002, the first lined landfill cell was built at the Santa Maria Regional Landfill (landfill) 
that featured a state-of-the-art liner system. This lined cell is expected to fill to capacity in 
2015, which is prior to Solid Waste Division moving to the new Integrated Waste 
Management Facility at Los Flores Ranch. Efficient landfill operations can help reduce 
and prolong the life of the landfill. Utilities' staff has implemented several new landfill 
components such as the new Recycling Park located at the landfill and operational audits 
to maintain efficient landfill operations. 

Operationally, numerous types of equipment are used to operate the landfill. The major 
components of the landfill's operation are two large track D8 Caterpillar bulldozers 
(dozers). These dozers are used to push and spread incoming trash loads into the 
disposal active face and, to comply with regulatory cover standards, the dozers are used 



to push cover soil over the compacted trash. These large track dozers work well for 
pushing trash loads and moving large piles of soil. However, these dozers do not allow 
the fine placement of cover soil and, a majority of the time, use more cover soil then 
required by regulations. 

Pushing cover soil with a smaller and lighter, medium tracked dozer offers 6-way dozer 
blade movement, helps minimize the finer placement of cover soil, takes in less time to 
place the cover soil, and uses less fuel when compared to the large, 08 dozers that have 
only a 2-way dozer blade movement. This is especially evident on the finished outside 
slopes of the landfill where control of grade is essential to maximize landfill space. Using 
less cover soil in the landfill will result in more landfill space for placement of refuse. 
Operating the medium track dozer will increase work production, improve fuel efficiency 
and reduce fuel costs. Decreasing the operational use of the 08 dozers will potentially 
extend service life of the equipment past the seven year benchmark. 

City Council'S authorization to purchase one dozer and implements for use at the landfill 
will provide the best long-term fiscal and operational approach for maximizing landfill 
space, increasing production, and judiciously managing operational costs. 

Fiscal Considerations: 
The estimated cost of the dozer and implements is $200,000. There are sufficient 
reserves in the Capital Project Fund to finance this request. 

Impact to the Community: 
The purchase of this equipment will maximize efficiency, prolong the life of the existing 
landfill and, help defer construction costs of the Integrated Waste Management Facility at 
Los Flores Ranch. 

RENE M. VISE 
Director of Administrative Services 


