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RECOMMENDATION: 

That the City Council receive and file the Financial Report for the Third Quarter Ending 
March 31,2011. 

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 third 
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 



City of Santa Maria 
Quarterly Financial Report 
Third Quarter Ending March 31, 2011 

May 3, 2011 

OVERVIEW 

This financial report completes the third quarter of 2010-11 for 
the City of Santa Maria. The report concentrates on the General 
and Enterprise Funds. 

The U.S. economy grew at a 3.1 percent annual rate in the 
fourth quarter of last year, led by a jump in consumer spending 
that will be hard to match early in the year as energy prices 
mount. 

For the first time in many years, American manufacturing is 
doing better than the rest of the economy. The Institute for 
Supply Management's manufacturing index has risen for seven 
consecutive months, surging in February to the highest level 
since May 2004. While the labor market is "improving 
gradually," unemployment remains "elevated," according to the 
Federal Reserve. Payrolls increased by 216,000 in March after 
a revised 194,000 gain the prior month, the Labor Department 
said on April 1. Economists projected a March gain of 190,000, 
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according to the median estimate in Bloomberg News survey. The jobless rate dropped from 
8.9 percent in February to 8.8 percent in March, the fourth straight decrease.' 2 

Even though payrolls rose more than economists' median estimate of 190,000, that's "nowhere 
near the kind of growth we need to see," said Heide Shierholz, an economist at the Washington
based Economic Policy Institute. "We're still near the bottom of a very deep jobs hole from 
which we're just starting to climb out." More than eight million positions were cut as a result of 
the recession that began in December 20072 

While California only added a paltry 700 jobs in January, February brought a hiring surge led by 
high-tech, movies and tourism, which added 100,000 net new jobs. This offered the strongest 
sign yet that the State economy is on the mend. This was the biggest monthly increase since 
the current record system began in 1990. Despite the latest upbeat numbers, the State still has 
the second-highest jobless rate in February at 12.2 percent, down from 12.4 percent in January. 
California trails only to Nevada at 13.6 percent." 

, Bloomberg News Article 3/28/11 "Companies Lift Spending" 
2 Bloomberg News Article 4/1111 "U.S. Payrolls Grow 216,000" 
3 LA Times Article 3/27/11 "California Adds Nearly 100,000 Jobs in February as Hiring Accelerates" 
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Locally, the Santa Barbara County unemployment rate is 9.6 percent, down from 10.1 percent in 
February 2010. Santa Maria has the third highest unemployment rate in the County at 14.9 
percent, down from 15.5 percent in January' 

The already known State-related revenue loss to the City's Library Fund is approximately 
$160,000 as the Governor has called for the elimination of Transportation Based 
reimbursements and funding for Literacy. However, other State impacts are still unknown at this 
time. The current primary concern is the elimination of RDA funding which would negatively 
impact the City's General Fund by $1.1 million annually. 

The Governor's budget plan also relies on extending higher tax rates for five more years, 
generating $11.2 billion for the current budget. However, Democrats and Republicans have 
terminated budget negotiations and the tax measures will likely not appear on the June ballot. 
The tax extension proposals include continuation of: 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 the increases will otherwise 
expire at the end of June. 

GENERAL FUND 

General Fund Balance. The chart, to the right, 
shows with 75 percent of the year complete 
revenues are at 54.8 percent of projections while 

--Balance, Start of Year 
Revenues' 
Expenditures' 
Balance 

-$ 15.078.970 
53.750.420 

3ntQlr -$ 15.078.970 
29,460,510 54.8% 

expenditures are at 66.9 percent of 54.427.560 36.405.790 66.9% 
$ 14.401.830 $ 8.133,690 appropriations. The chart also reports the 

audited fund balance at the start of 2010-11, 
which is $15,078,970. 

• Includes Transfers 

V..-too.. _F .... 
2010-" 

Revenues: 
Taxes $ 20,434,590 
Licenses & Permits 760,570 
Use of money 742,330 
Inter-governmental 1,153,680 
Charges for services 1.432.110 
Other revenue 2,686.930 

Operating revenues 27,210,210 
Transfers-in 2,250,300 

Total revenues $ 29.460,510 

Expenditures: 
Pu blic Safety $ 20,411,170 
Recreation & Parks 5,305,680 
General Government 4,963,170 
Community Dev. 1,938,580 
Public Works 1,801,220 

Operating Expenses 34.419,820 
Debt service 275,920 
Transfers-out 1,710,050 

Total expenditures $ 36,405.790 

.. _-2000-,. 0-_ 
$ 19.442.930 $ 991,660 

1.097.470 (336,900) 
888.370 (146,040) 

1,018,380 135,300 
1,828,930 (396,820) 
3,207,710 (520,780) 

27,483,790 (273,580) 

2,309,980 (59.680) 
$ 29,793,770 $ (333,260) 

$ 21,272,110 $ (860,940) 
5,790,090 (484,410) 
5,106,550 (143,380) 
1,955,950 (17,370) 
1,755,980 45,240 

35,880,680 (1,460,860) 
325,630 (49,710) 

1.882,380 \1 72 ,330) 
$ 38.088,690 $ (1,682,900) 

Revenues are less than budget primarily 
because property tax revenue in lieu amounts 
are not received until late January and late May 
each year. The first installment of this revenue 
was $5.2 million. A discussion of the significant 
changes in each category follows in the "Major 
Revenue Variance" section of this report. 

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 third quarter ending 
March 2011 versus March 2010. 

4 Santa Maria Times 3/31/11 "Unemployment Rates Down in Santa Barbara and San Luis Obispo 
Counties" 
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--Sales Tax 
Property Tax 
HotellBed Tax 
NHIS 
Interest 

-$ 14.744.000 $ 9.070.390 615% 
14.061.400 7,443,820 52.9% 
2.020,500 1.503.300 744% 
3.750.000 1.607,170 429% 
1.050.000 628.450 599% 
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,Licenses, Permits, & Fees =:::E'.~36ifO·E70ifO =JI~76~O.51Q7tO =j5it5.~9% 
,Total Key Revenues 36.986,600 21.013,700 56.8% 

Major Revenue Variances: The six revenue 
sources to the left 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. Sales tax and hotel tax are the 
sources showing increased revenue. Though 
there are numerous differences between the 

All Other Revenues 16.763.820 8.446.810 50.4% 
Total Revenues $ 53,750,420 $ 29.460,510 54 8% 

individual revenues received during this year and prior years, a true picture of what is driving 
this revenue imbalance is below. 

Key variances include: 

• Sales Tax. Receipts are approximately $832,000 greater compared to the third quarter of 
2009-10. However, receipts are $375,000 less than the third quarter of 2008-09. This time 
frame includes sales tax revenue received in April through December. In addition, 25 
percent of the City's sales tax revenue is received in two installments: half in January and 
half in May. This is known as Property Tax in lieu of Sales Tax. This was the result of the 
triple flip State budget balancing measures of 2004-05. Property tax in lieu of sales tax is 
$360,000 greater than last year. Total Property Tax in lieu of Sales Tax receipts are 
$1,932,905 versus $1,572,586. 

• Property Tax. Payments are received from Santa Barbara County in December and April of 
each year. Property taxes received to date are $79,000 less than last fiscal year and are 
$549,000 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 March, receipts are about $175,000 greater than last fiscal year 
and $90,000 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 revenue has been 
declining primarily due to a slow down of the Guadalupe Restoration Project in January. 
The initial phase of the project has been completed and continuation of the project has been 
delayed and is likely to start back up come Summer. Staff is including the reduced 
revenues in the City's revenue projections. Revenues received are $1,607,170 and are 43 
percent of budget. It should be noted that this revenue is not considered a long term 
revenue source. 

• Interest. Interest earned is under forecast at $628,450. Currently, the City earns less than 
one 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 56 percent of budget or approximately 
$761,000, which is $337,000 less than received in the third quarter of 2009-10. By 
comparison, this is about $1,301,000 less than the third quarter of 2006-07, during the peak 
of the construction boom. 
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Expenditures. For the third quarter ending March 31, 2011 expenditures are at 66.9 percent of 
budget. The chart below summarizes the results. 

Key variances include: 

o Administrative Services. Under budget by 9.3 percent or $362,000, due primarily to the 
annual payments of property tax administration fees that are made in the last quarter of the 
year and to less than anticipated payments for NHIS program expenses. 

o City Attorney. Over budget by 8.0 percent or $84,000, primarily due to defending the City 
against litigation brought by the Santa Maria Police Officers' Association. 

t E_ o City Manager. Under budget primarily .- YYD_ due to expenditures associated with yet 
Police $ 21.604.813 $ 14,516.190 67.2% to be paid third quarter contractual 
Fire 8,310,413 5,894,980 709% services with Santa Barbara County for Recreation & Parks 7.930.853 5,305680 66.9% 
Administrative Svcs 3}94.103 2,492.090 65.7% animal control services. 
Community Dev. 2.868.865 1,938.580 67.6% 
Public Works 2.552.782 1,801,220 70.6% 0 Debt Service. Payments on debt are 
City Manager 2.113,840 1,482,090 70,1% 

due on December 1 st and June 1 st each City Attorney 1,052.801 873,350 83.0% 
Mayor & Council 155.360 115.640 744% year. The December 1st payment is 
Total Departmental 50,383,830 34,419.820 68.3% interest only. Debt Service 1,570,460 275,920 176% 
Transfers 2,473,270 1,710.050 691% 
Total $ 54,4~7,560 $ ~6,405.7~O 66.9bJo 

Over 
The chart to the right summarizes the Budgot YYD_ ~ 
operating costs, by type and shows that Staffing $ 39,674,450 $ 27,632,540 696% 
each type of operating cost is within Contracts & Services 5.669.300 3,467.510 612% 

budget. Materials & Supplies 2,676.310 1,712,300 64.0% 
Maintenance & Operations 1.917,970 1,386,100 72.3% 

It should be noted that each category of 
Capital Outlay 445,800 221.370 49.7% 
Total Departmental 50.383.830 34,419,820 68.3% 

costs are under budget. Staffing is under Debt Service 1.570.460 275.920 176% 

budget by approximately $2,142,000, or Transfers 2,473.270 1,710.050 69.1% 

5.4 percent. Total $ 54,427,560 $ 36,405.790 66.9% 

ENTERPRISE FUNDS 

The Statement of Revenues and Expenses for the quarter ended March 31,2011 are shown on 
the below chart. 

', .. 1. , 
Revenues 

Charges for Service 
Interest Income 
Other Revenue 

Total Revenues 

Expenses 
Operating 
Capital Expenditures 
State Water Payments 
Debt Service 

Total Expenses 
Profit (Loss) 

- -w. .. I -- T_ 
$ 23,508.760 $ 12,005.750 $ 1,412,710 

300.630 424.510 47,220 
1,452.990 46.020 10,724,600 

25,262.380 12.476.280 12.184,530 

7,274,090 11,093.810 3,590,460 
2,732,300 3,882.990 5,116,350 

13,870,040 
6626,800 

30.503,230 14,976,800 8,706,810 
$ (5.240.8501 $ 12,500.5201 $ 3.477,720 

WaterlWastewater Fund. Expenditures 
exceeded revenues by $5.2 million. This is 
due in large part to large capital project 
expenses and payments for State Water and 
debt service. State Water expenses were 
prepaid for water deliveries in future periods. 
In the first three quarters of the year, the 
WaterlWastewater Fund spent $2.7 million 
on capital projects such as the fixed base 
metering project for $1.7 million and 
$449,000 on water main replacements. 
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Also, both semi-annual debt service payments were made on the '93 and '97 Water Bonds for 
$6.6 million. There are sufficient reserves in the combined WaterlWastewater Fund to cover the 
anticipated negative cash flow resulting from the quarterly loss. 

Solid Waste Fund. The Solid Waste Fund reports refuse collection and disposal activities. 
Through the nine months of the year, Solid Waste expenditures exceeded revenues by $2.5 
million. Expenditures included $3.8 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 (SMA T) 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 $1,413,000, which includes $744,000 from the Clean Air 
Express. 

Excluding Clean Air Express, fare revenue is approximately $5,381 less than last fiscal year at 
this time. In the nine months 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 MAY 3,2011 

COUNCIL AGENDA REPORT 

May 3, 2011 

TO: City Council 

FROM: City Manager 
Prepared by: Director of Administrative Services 

SUBJECT: BUDGET AMENDMENTS - OPERATIONAL CHANGES RELATED TO 
THE 2010-11 THIRD QUARTER BUDGET REPORT 

RECOMMENDATION: 

That the City Council adopt a resolution approving operational changes for the third 
quarter ending March 31,2011, 

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 report. Staff is presenting the following operational 
recommendations for incorporation into the 2010-11 Budget. 

DISCUSSION: 

GENERAL GOVERNMENT 

City Attorney's Office 

Increase appropriations in the City Attorney's Office by $177,000 to cover legal defense 
costs. 

The continuing costs of defending legal matters, attributed to Santa Maria Police 
Officers' Association (SMPOA) lawsuits, grievances and personnel actions, thus far, 
have exceeded the department's appropriation authority. During the fiscal year, these 
types of costs are specifically tracked. Staff cannot accurately budget for these 
unknown costs so, toward the end of the fiscal year, a request for an increase in 
appropriation is brought forward as a budget amendment. Staff requests an 
appropriation of $177,000 to cover legal defense costs, the majority of which are 
attributed to defense costs for lawsuits brought against the City by members of the 
SMPOA. 



City Manager's Office 

Increase appropriations in the City Manager's Office by $44,375 to cover legal costs 
associated with personnel matters in the Police Department and other personnel costs. 

Over the last year, the City has incurred expenses associated with a number of police 
officer disciplinary actions and appeal expenses. Due to the costs involved in 
investigating and defending the City, the contractual and professional services account 
in the Human Resources Division has exceeded its original appropriation authority. 
Also, when the original target budget was developed, there was an insufficient 
appropriation placed in the department's budget to cover existing personnel costs. 
Consequently, the requested appropriation increase of $44,375 will provide sufficient 
resources to cover the aforementioned contractual and professional services costs and 
other personnel costs. 

Administrative Services 

Increase appropriations in the General Fund for property tax administration fees 
charged by Santa Barbara County. The budgeted amount was $270,000. Amount to 
be deducted from property tax receipts is $360,938, an increase of $90,938. 

In prior years, property tax administration fees were offset or netted against current 
secured property tax receipts. In the first quarter of this year, staff separated the 
administration fees from revenue and established an expenditure line to track the fees. 
The expenditure line was established with an appropriation of $270,000. Current 
secured property tax revenue was also increased by $270,000. Actual fees calculated 
by Santa Barbara County were $360,938 for the 2010-11 tax year. Staff was notified of 
the fees in December. 

Increase appropriations by $27,059 in the contractual and professional services account 
of the Information Technology Division's budget to cover the cost of contracting with a 
network services consultant. 

In July 2010, the City experienced a vacancy with the Senior Systems Analyst position. 
Although, staff is actively seeking to fill the vacancy, the position remains unfilled. To 
maintain business continuity and ensure the efficient operation and performance of the 
City's network servers and switches, the Information Technology Division contracts with 
a network services consultant. The continuing cost of contracting with this consultant 
has exceeded the current budget appropriation. Staff requests an appropriation of 
$27,059 to cover the cost of contracting with a network services consultant. 

Fiscal Considerations: 
The recommended budget amendments require appropriating fund balance reserves from 
the General Fund. The increase in property tax administration fees will increase 
General Fund expenditures by $90,938 reducing the fund balance by the same amount. 



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. 

RENEM. VISE 
Director of Administrative Services 


