
FOR THE COUNCIL MEETING OF FEBRUARY 15, 2011 

COUNCIL AGENDA REPORT 

February 15, 2011 

TO: City Council 

FROM: City Manager 
Prepared By: Director of Administrative Services 

SUBJECT: FINANCIAL REPORT FOR THE SECOND QUARTER ENDING 
DECEMBER 31, 2010 

RECOMMENDATION: 

That the City Council receive and file the Financial Report for the Second Quarter Ending 
December 31, 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 second 
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. 

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

£-- ~ {/~/ 
RENE M. VISE 
Director of Administrative Services 

Attachment: Quarterly Financial Report 
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OVERVIEW  
 
This financial report completes the second quarter of 2010-11 
for the City of Santa Maria.  The report concentrates on the 
General and Enterprise Funds. 
 
While the U.S. economy ended the year on an encouraging 
note, with all parts of the country showing improvements, risks 
still loom according to a survey on economic conditions released 
by the Federal Reserve.  Declining home prices and millions of 
foreclosures are depressing housing markets around the 
country the survey reports. 
 
Small business employment is lagging behind other drivers of 
the recovery.  Past rebounds were led by companies with fewer 
than 500 employees as the companies added full-time workers.  
Now, many owners say they’ll rely on part-time help and push 
their staff to be more productive as they wait as much as a year 
for demand to improve. 
 
In the first 12 months following the previous recession that ended in November 2001, small 
business added 81,000 workers.  After the most recent downturn, companies cut 480,000 
workers during a comparable period, according to data from ADP Employer Services.  
“Normally, we look to small firms to account for a lot of the job growth,” says Scott Brown, Chief 
Economist at Raymond James & Associates in St. Petersburg, Florida.1 
 
A positive note concerns retail sales.  ShopperTrak, the latest retail group to release holiday 
figures, said that U.S. retail sales rose a solid four percent for the crucial November-December 
period.  Foot traffic increased 1.8 percent.  Poor weather hurt shopping trends in December, but 
better-than-expected sales in November helped boost the season, ShopperTrak said.  Many 
retailers anticipated better Christmas sales and aggressively hired temporary workers to help 
out during the busiest time of year. 
 
On January 10, 2011 Governor Brown released his proposed 2011-12 State budget that relies 
on $12.5 billion in spending cuts over the next 18 months and higher taxes over the next five 
years to address the State’s anticipated $25.4 billion shortfall.  Spending cuts include an eight to 
10 percent cut in State worker pay which is estimated to save about $308 million annually.  The 
Governor also plans to shift about a dozen functions to counties such as services for psychiatric 
hospitals and outpatient mental health treatment.  The State’s Child Welfare Services, which 
includes foster care, adoptions and child abuse prevention programs, also would be turned over 
to counties.  The proposed budget plans on reducing funding for local libraries by eliminating the 

                                            
1 Article from Business Week, 1/10/2011 – “Small Businesses Keep a Lid on Hiring” 
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Public Library Funding (PLF), Transaction-Based Reimbursements (TBR) and State Grant for 
Literacy.  The potential revenue loss to the City’s Library Fund is approximately $160,000.  In 
the City’s 2010-11 Budget, the General Fund supports library services through operating 
transfers of $1,530,490. 
 
Governor Brown also proposes the elimination of the 425 redevelopment agencies in the State 
which receive approximately $5 billion in property tax revenue.  The money would initially be 
allocated to local successor agencies, which would pay redevelopment debts and obligations.  
Remaining revenue would be used to fund local services.  The entire amount of property tax 
increment, approximately $1.2 million received by the City’s Redevelopment Agency, is used to 
pay a portion of the annual debt service of the 2003 Redevelopment Bonds.  The General Fund 
pays the remaining amount of about $1.5 million annually.  The City of Santa Maria will address 
these State budget impacts in the upcoming mid-year review. 
 
In the upcoming June election, Governor Brown intends to ask voters to prolong a quarter 
percent surcharge on State income taxes, a half percent increase in the vehicle license fee, a 
one cent increase in the State sales tax rate and a reduction in the tax credit for dependents, 
from $300 to $99.  The Legislature passed these increases as part of the 2009 budget, and they 
will otherwise expire at the end of June.  Lawmakers’ approval would be needed to put the 
extension on the ballot. 
 
In May 2009, voters rejected a two-year extension of the same taxes in a special election called 
by Governor Arnold Schwarzenegger.  Brown wants to ask that they reconsider. 
 
GENERAL FUND  
 
General Fund Balance.  The chart, to the 
right, shows with 50 percent of the year 
complete revenues are at 31.6 percent of 
projections while expenditures are at 46.4 
percent of appropriations.  The chart also 
reports the audited fund balance at the start 
of 2010-11, which is $15,078,970. 

General Fund  Budget 2nd Qtr Percent

Balance, Start of Year 15,078,970$    15,078,970$    
Revenues* 53,670,920      16,965,530      31.6%
Expenditures* 54,315,280      25,228,780      46.4%
Balance 14,434,610$    6,815,720$      

* Includes Transfers

 
Revenues are less than budget primarily 
because property tax revenue in lieu 
amounts are not received until late 
January and late May each year.  It is 
anticipated that the first installment of this 
revenue will be $5.2 million.  A discussion 
of the changes in each category follows in 
the “Major Revenue Variance” section of 
this report. 

General Fund 2010-11 2009-10 Over (Under)
Revenues:
  Taxes 11,021,480$   10,636,350$   385,130$       
  Licenses & Permits 542,430          743,420          (200,990)        
  Use of money 364,620          461,740          (97,120)          
  Inter-governmental 746,820          560,170          186,650         
  Charges for services 1,039,880       1,313,970       (274,091)        
  Other revenue 1,756,680       1,837,740       (81,060)          
Operating revenues 15,471,910     15,553,390     (81,481)          
  Transfers-in 1,493,620       1,505,720       (12,100)          
Total revenues 16,965,530$   17,059,110$   (93,581)$        

Expenditures:
  Public Safety 14,144,770$   13,939,350$   205,420$       
  Recreation & Parks 3,594,820       3,920,750       (325,930)        
  Administration 3,538,890       3,484,560       54,330           
  Community Dev. 1,341,670       1,272,900       68,770           
  Public Works 1,192,680       1,190,660       2,020             
Operating Expenses 23,812,830     23,808,220     4,610             
  Debt service 275,920          325,630          (49,710)          
  Transfers-out 1,140,030       1,254,920       (114,890)        
Total expenditures 25,228,780$   25,388,770$   (159,990)$      

Year to Date Comparison to Prior Year

The City adopted the 2010-11 Budget 
using approximately $3 million in Local 
Economic Augmentation Fund (LEAF) 
reserves.  The chart to the left provides 
summary comparison information on 
revenues, expenditures, transfers and 
debt service for the second quarter 
ending December 2010 versus December 
2009. 
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Major Revenue Variances:  The following six revenue sources account for approximately 68 
percent of total General Fund revenues.  The sluggish economy has taken a heavy toll on the 
City’s revenues.  Revenues have remained stagnant, at low levels, since the recession officially 
ended. Though there are numerous differences between the individual revenues received 
during this year and prior years, a true picture of what is driving this revenue imbalance is 
below. 
 
Key variances include: 

General Fund         Budget
Received 

YTD Actual
Percent 

Received

Sales Tax 14,744,000$    4,131,500$      28.0%
Property Tax 14,061,400      4,208,250        29.9%
Hotel/Bed Tax 2,020,500        1,063,880        52.7%
NHIS 3,750,000        1,203,190        32.1%
Interest 1,050,000        275,270           26.2%
Licenses, Permits, & Fees 1,360,700        542,430           39.9%
Total Key Revenues 36,986,600      11,424,520      30.9%

All Other Revenues 16,684,320      5,541,010        33.2%
Total Revenues 53,670,920$    16,965,530$    31.6%

 
• Sales Tax.  Receipts are 

approximately $272,000 greater 
compared to the second quarter of 
2009-10.  However, receipts are 
$296,000 less than the second 
quarter of 2008-09.  This time frame 
includes sales tax revenue received in 
April through September.  The all 
important holiday quarter will not be 
known until the next quarter.  In addition, 25 percent of the City’s sales tax revenue is 
received in two installments:  half in January and half in May.  This was the result of the 
triple flip State budget balancing measures of 2004-05. 

 
• Property Tax.  Payments are received from Santa Barbara County in December and April of 

each year.  Property taxes received to date are greater than last fiscal year by $30,000, but 
are $363,000 less than in 2008-09.  Declining property tax revenue is due to the high rate of 
foreclosures and reassessments downward by the County Assessor’s Office. 

 
• Hotel/Bed Tax.  Through December, receipts are about $110,000 greater than last fiscal 

year and $25,000 greater than in 2008-09.  This is a good trend since hotel/bed tax is 
normally cyclical with the majority of revenue coming in the summer months. 

 
• Non-Hazardous Impacted Soils Program (NHIS).  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 32.1 
percent of budget and $134,000 less than last year.  This revenue is not considered a long 
term revenue source as oil companies may, at any time, curtail current operations, which 
would have a substantial impact on City finances. 

 
• Interest.  Interest earned is under forecast at $275,270.  Currently, the City earns less than 

one percent (0.5 percent) on cash required for operations, whereas rates on longer term 
investments earn approximately 3.2 percent.  The combined yield is 1.96 percent. 

 
• License, Permits, & Fees.  Permit revenue is at 40 percent of budget or approximately 

$542,000, which is $181,000 less than received in the second quarter of 2009-10.  By 
comparison, this is about $867,000 less than the second quarter of 2006-07, during the 
peak of the construction boom. 

 
Expenditures.  For the second quarter ending December 31, 2010 expenditures are at 46.4 
percent of budget. The chart on the following page summarizes the results. 
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Key variances include: 
General Fund        Budget YTD Actual

Percent 
Expended

Police 21,604,810$    10,113,150$    
Fire 8,256,460        4,031,620        
Recreation & Parks 7,930,850        3,594,820        
Administrative Svcs 3,783,210        1,944,840        
Community Dev. 2,866,670        1,341,670        
Public Works 2,486,380        1,192,680        

        Budget YTD Actual
Over 

(Under)

Staffing 39,680,450$    19,266,340$    48.6%
Contracts & Services 5,631,870        2,297,000        40.8%
Materials & Supplies 2,650,410        1,193,500        45.0%
Maintenance & Operations 1,916,970        915,940           47.8%
Capital Outlay 391,850           140,050           35.7%
Total Departmental 50,271,550      23,812,830      47.4%
Debt Redemption 1,570,460        275,920           17.6%
Transfers 2,473,270        1,140,030        46.1%
Total 54,315,280$    25,228,780$    46.4%

46.8%
48.8%
45.3%
51.4%
46.8%
48.0%

City Manager 2,113,840        926,710           43.8%
City Attorney 1,073,970        593,340           55.2%
Mayor & Council 155,360           74,000             47.6%
Total Departmental 50,271,550      23,812,830      47.4%
Debt Service 1,570,460        275,920           17.6%
Transfers 2,473,270        1,140,030        46.1%
Total 54,315,280$    25,228,780$    46.4%

 
• Administrative Services.  Over budget by 1.4 

percent or $53,000, due primarily to the annual 
payments to the Chamber as well as other 
outside agencies. 

 
• City Attorney.  Over budget by 5.2 percent or 

$56,000, primarily due to defending the City 
against litigation brought by the Santa Maria 
Police Officers’ Association. 

 
• City Manager. Under budget primarily due to expenditures associated with yet to be paid 

second quarter contractual services with Santa Barbara County for animal control services. 
 
• Debt Service.  Payments on debt are due on December 1st and June 1st each year.  The 

December 1st payment is interest only. 
 

The chart to the left summarizes the 
operating costs, by type and shows that 
each type of operating cost is within 
budget. 
 
It should be noted that each category of 
costs are under budget.  Staffing is under 
budget by approximately $574,000, or 1.4 
percent. 

 
ENTERPRISE FUNDS 
 

The Statement of Revenues and Expenses 
for the quarter ended December 31, 2010 
are shown on the chart to the left: 
 
Water/Wastewater Fund. Expenditures 
exceeded revenues by $4.6 million.  This is 
due in large part to large capital project 
expenses and payments for State Water.  
State Water expenses were prepaid for 
water deliveries in future periods.  In the 
first half of the year, the Water/Wastewater 
Fund spent $2.5 million on capital projects 

such as the fixed base metering project for $1.7 million and $449,000 on water main 
replacements.  Also, one semi-annual debt service payment was made on the ‘93 and ‘97 Water 
Bonds for $5.2 million.  This debt service payment included the annual principal payment of $2 
million.  There are sufficient reserves in the Water/Wastewater Fund to cover the anticipated 
negative cash flow resulting from the quarterly loss. 

Water/ 
Wastewater Solid Waste

Public 
Transit

16,491,170$  7,888,830$    911,780$      
Interest Income 174,240 235,660 24,690
Other Revenue 895,460 21,850 8,501,750

17,560,870 8,146,340 9,438,220

10,339,010 7,511,770 1,916,760
2,594,840 3,101,560 3,462,730
9,246,700

22,180,550 10,613,330 5,379,490
(4,619,680)$   (2,466,990)$   4,058,730$   

Total Expenses
Profit (Loss)

Total Revenues

Revenues
Charges for Service

Expenses
Operating 
Capital Expenditures
State Water Payments

Solid Waste Fund.  The Solid Waste Fund reports refuse collection and disposal activities.  
Through the first half of the year, Solid Waste expenditures exceeded revenues by $2.5
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million.  Expenditures included $3 million of capital, which contributed to the quarterly loss.  The 
most significant capital expenditure was $2.6 million for the Los Flores Ranch Development 
Plan.  The annual budget for this capital item is $9.3 million.  There are sufficient reserves in the 
Solid Waste Fund to cover the anticipated negative cash flow resulting from the quarterly loss. 
 
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.  In the current fiscal year, user fares include Clean Air 
Express Service fares as the City took over the service beginning July 1st.  Fare revenue 
through the second quarter was $912,000, which includes $454,000 from the Clean Air Express.   
 
Excluding Clean Air Express, fare revenue is approximately $8,000 more than last fiscal year, at 
this time.  In the first half of the year, the Transit Fund received one-time capital  
reimbursements from local transportation funds used primarily for construction of the Transit 
Center and bus purchases. 



FOR THE COUNCIL MEETING OF FEBRUARY 15, 2011 

COUNCIL AGENDA REPORT 

February 15, 2011 

TO: City Council 

FROM: City Manager 
Prepared by: Director of Administrative Services 

SUBJECT: BUDGET AMENDMENTS - OPERATIONAL AND PERSONNEL 
CHANGES RELATED TO THE 2010-11 SECOND QUARTER BUDGET 
REPORT 

RECOMMENDATION: 

That the City Council adopt a resolution approving operational and personnel changes 
for the second quarter ending December 31,2010. 

BACKGROUND: 

As part of the City's budget process, staff periodically presents to City Council for 
consideration, various operational and personnel recommendations in conjunction with 
the quarterly budget review. Staff is presenting the following operational and personnel 
adjustments for incorporation into the 2010-11 Budget. 

DISCUSSION: 

Public Utilities 

Convert the vacant Water Meter Reader position ($1,467.69 - $1, 784.01/bi-weekly) to a 
Water System Operator I ($1,467.69 - $1 ,784.01/bi-weekly). 

As staff continues to convert the City's water system to fixed base meter reading 
technology, the need to have traditional meter reading staff is slowly being phased out. 
Consequently, while staff expects the need for traditional meter reading duties during 
the next two years, it does not make sense to fill a position with a staff person whose 
duties are in the process of being phased out. While the Water Meter Reader position, 
which has been vacant since June 2010, focuses on meter reading and includes less 
complex minor maintenance related to meters, the Water System Operator I position 
includes maintenance and repair of all water distribution system components, not just 
meters, and includes certification requirements. The Water System Operator I duties 
listed in the job description are more closely aligned with the tasks that need to be 
addressed; due to conversion to the fixed base technology the current vacancy would 



best be filled with a Water System Operation I position. Furthermore, since there is 
currently a need for additional personnel resources in the Water Resources Division and 
given the fact that this personnel change is cost-neutral, staff recommends this 
conversion. 

Leisure and Cultural Services 

Increase the personnel allocation by one part-time Park Services Officer ($16.75 -
$20.36/hour) and decrease the personnel allocation by two limited-service Park Services 
Aide positions ($12.77 - $14.08/hour). 

Currently, the complement of staff in the Park Services Program, under the supervision 
of the Director of Recreation and Parks, is three full-time Parks Services Officer II's; one 
32-hour part-time Park Services Officer; three 19-hour limited-service Park Services 
Aides; and one 19-hour limited-service Provisional Officer. At the present time, the 
Provisional Officer assists the Director with regular supervision, scheduling and training, 
and performing administrative functions. Program staff provides patrol services related 
to parks and other City facility security, in addition to patrol services currently provided 
to the Main Library adjacent to City Hall. 

Overall the Park Services Program has been very successful. However, it continues to 
be a challenge to fill the limited-service Park Services Program positions and retain 
qualified individuals at that level due to a lower salary and less hours. The additional 32 
hour-per-week Park Services Officer position would better serve the residents of the 
City and the security demands of the department. Furthermore, there is a desire for 
Park Services Officers' patrol services near and around the new transit center. Staff 
intends to use the proposed Park Services Program staff to help with the 
aforementioned patrol duties in addition to patrolling the new transit center on a daily 
basis. This new service level will enable staff to finance a portion of this part-time 
position utilizing transit funding. Thus, this new funding, coupled with anticipated 
operational savings will enable this personnel change to be cost and/or revenue neutral 
to the General Fund. 

OTHER CITY FUNDS 

Appropriate $400,000, from Measure D funds that were received in prior years, plus all 
residual interest earned from those funds to be used for improvements, materials, and 
supplies within the City's rights-of-way. 

The Y, cent transportation sales tax, known as Measure D, was approved by voters in 
1989 for a 20-year period and ended in 2010. All funding through the Measure D 
Program must be used on street-related activities. 

The Public Works Department requests that $400,000 from Measure D funds that were 
received in prior years, plus all residual interest earned from those funds, be 
appropriated for improvements within the City's right-of-ways. Improvements shall 



include, but not limited to, the following: Northeast Fire Station public improvements; 
pedestrian accessibility improvements; traffic safety and street lighting enhancements; 
concrete and street maintenance; emergency response safety materials; and street 
related supplies. 

GENERAL GOVERNMENT 

City Attorney's Office 

Increase appropriations by $10.000 to the contractual service account of the City 

To improve efficiency and performance in the City Attorney's Office, the City Attorney's 
Office contracts with outside counsel which allow the City's attorneys to address 
extensive and diverse municipal legal work. 

In the beginning of 2010-11, the Santa Maria Police Department advised the City 
Attorney's Office of a new enforcement effort targeted at homeless persons. This new 
effort results in a significant increase in the number of criminal citations that must be 
handled by the City Attorney's Office. The City Attorney's Office contracts with outside 
counsel to handle these criminal citations, the Criminal Court calendar, and Pitchess 
motions. The continuing costs of handling this caseload has exceeded the current 
budget appropriation. The City Attorney's Office requests an appropriation of $10,000 
to cover the cost for contracting with outside counsel. 

Fiscal Considerations: 
The conversion the vacant Water Meter Reader position to a Water System Operator I 
position is cost-neutral. The increase of the personnel allocation of the Park Services 
Program will be cost and/or revenue neutral to the General Fund. The appropriation 
request for Measure D funds is cost neutral and will be appropriated from funds 
received in prior years ($400,000 plus all residual interest earned). The request, from 
the City Attorney's Office, will require an appropriation from fund balance reserves from 
the General Fund ($10,000). 

Impact to the Community: 
The budget adjustments contained in this staff report are recommended to maintain 
service levels to the community, enhance Citywide public right-of-ways and continue 
service delivery by efficiently addressing the City's criminal matters. 

RENEM. VISE 
Director of Administrative Services 


