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FINANCIAL REPORT FOR THE FOURTH QUARTER ENDING JUNE 
30,2011 

RECOMMENDATION: 

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

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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City of Santa Maria 
Quarterly Financial Report 
Fourth Quarter Ending June 30, 2011 

September 6, 2011 

OVERVIEW 

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

The U.S. economy grew less than forecasted in the second 
quarter of the calendar year, after almost coming to a halt at 
the start of the year, as consumers retrenched. 

Gross domestic product (GDP) rose at a 1.3 percent annual 
rate following a 0.4 percent gain the prior quarter that was 
less than previously estimated, Commerce Department 
figures showed in Washington. The median forecast of 
economists surveyed by Bloomberg News called for a 1.8 
percent increase. The slow recovery left GDP at $13.27 
trillion in the second quarter, below the $13.33 trillion peak 
of the fourth quarter of 2007. Household purchases, which 
account for about 70 percent of the economy, climbed 0.1 
percent. 
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Slower job and income gains raise the risk that a pickup in purchases, during the remainder of 
calendar year 2011, will fail to materialize. The nation's unemployment rate climbed to 9.2 
percent in June while payrolls grew by 18,000, the fewest in nine months, Labor Department 
figures showed. 

The housing market still remains depressed. Scott Simon, a real estate portfolio manager with 
Pimco, notes that three of ten homes are now sold at a loss. Homeowners have equity equal to 
38 percent of their homes' worth, down a third from 2005 and half what it was in 1950. He also 
points out that the afford ability index, which measures the ability of a family with the median 
national income to buy a median-price home is near an all-time high. The crux of the analysis is 
that loose lending practices during the housing bubble allowed five million renters to become 
homeowners, and that the market is in the protracted process of evicting this group. He 
believes housing prices will decline six to eight percent nationally; with six to seven million 
foreclosures yet to come. 

On June 29, the State passed its 2011-12 budget with several trailer bills, the most important 
included AB 1X 27, a companion bill to AB 1X 26, which calls for the elimination of 
redevelopment agencies (RDA) throughout the State. However, if the City adopts the provisions 
of AB 1X 27 and pays the "ransom" payment of $329,379 for 2011-12, the RDA will be allowed 
to exist. Future "ransom" payments are estimated to be approximately $80,000 per year 
beginning in 2012-13. On July 18th

, the League of California Cities and the California 
Redevelopment Association filed a joint lawsuit in the California Supreme Court requesting both 
a declaration that the two bills are unconstitutional and a stay of enforcement during the 
pendency of the litigation. 
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This is not the first time that the State has confiscated the RDA's revenues. In 2009-10 and 
2010-11, the State took $460,000 and $96,000, respectively, to balance their annual multi-billion 
dollar budget deficit. These State takeaways resulted in a direct reduction in General Fund 
reserves since the entire amount of RDA revenues are used for debt service payments on the 
2003 RDA Refunding Bonds. 

GENERAL FUND 

General Fund Balance, The chart, to the 
right, shows with 100 percent of the year 
complete revenues are at 95.2 percent of 
projections while expenditures are at 93.2 
percent of appropriations. The chart also 
reports the audited fund balance at the 
start of 2010-11, which is $15,078,970. 

_Fund 

Balance, Start of Year 
Revenues* 
Expenditures* 
Balance 

* Includes Transfers 

-$ 15,078,970 
53.764,720 
54.756,570 

$ 14.087,120 

4th QIr Pen:ont 

$ 15,078,970 
51.163,550 952% 
51.016,470 932% 

$ 15.226,050 

The budgeted projected balance of $14.08 million is a calculation based on budgeted revenues 
and expenditures. Although the chart shows the fund balance increasing by $147,000, these 
are unaudited numbers and many transactions are yet to be recorded. 

For 2010-11, the City budgeted $54.7 million in appropriations for the General Fund, and 
(preliminarily) spent only $51 million - which is $3.7 million under budget. On the revenue side, 
the City budgeted to receive $53.7 million. The City actually collected $51.1 million which is 
$2.6 million under budget. $1.2 million of that revenue was one-time in nature. Everything 
considered, the City ended the year (again, preliminarily) "breaking even" with a surplus of 
$147,080 (.0029% variance). As a result of this hard work, it was not necessary to transfer any 
money from the Local Economic Augmentation Fund (LEAF) for 2010-11. This feat was able to 
be accomplished by City staff because everyone worked very, very hard to keep ALL expenses 
down during the year. Staff was able to save $3.7 million during the fiscal year by not filling 
positions when the position became vacant, reducing overtime expenses to bare minimums, 
decreasing travel expenses to mission critical purposes, and deferring all but the essential 
capital projects, etc. For example, the Police Department came in under budget by over $2 
million alone. Recreation and Parks finished the year $542,000 under budget. Without the 
substantial efforts of staff to reduce expenses during the year, the savings would never have 
materialized. This herculean effort allows the City to enter the 2011-12 year on a more positive 
note. 

General Fund 201G-11 
Revenues: 

Taxes 
Licenses & Permits 
Use of money 
Inter-governmental 
Charges for s8IVices 
Other revenue 

Operating revenues 
Transfers-in 

Total revenues 

Expenditures: 
Public Safety 
Recreation & Parks 
General Government 
Community Dev. 
Public Works 

Operating Expenses 
Debt service 
Transfers-out 

Total expenditures 

S 35.969.180 
905.780 

1.393.660 
1.837.030 
5.502.010 
1.407.500 

47.015.160 
4.148.390 

S 51.163.550 

$ 27,615,410 
7.388.720 
7.065.740 
2.624.010 
2.510.840 

47,204.720 
1.390.270 
2.421,480 

S 51.016.470 

Io,"-y_ 
_10 

$ 34,050,910 $ 
1.553.230 
2.855.430 
1.994.430 
6.638.600 

867.580 
47.960.180 

6.671.790 
$ 54.631.970 $ 

$ 28.576.570 S 
7.918.970 
7.172.690 
2.710.500 
2.470.220 

48.848.950 
1.731.970 
2.814.790 

S 53.395.710 $ 

0Wer(u..r) 

1,918,270 
(647.450) 

(1.461.770) 
(157.400) 

(1.136.590) 
539.920 

(2.523.400) 
(3.468.420) 

(961.160) 
(530.250) 
(106.950) 

(86,490) 
40,620 

(1.644.230) 
(341700) 
(393.3101 

(2.379.240) 

The chart to the left provides summary 
comparison information on revenues, 
expenditures, transfers and debt 
service for the fourth quarter ending 
June 30, 2011 versus June 30, 2010 

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. The majority of 
revenues have remained stagnant, at 
low levels, since the recession 
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officially ended. Sales and hotel taxes are the sources showing increased revenue. However, 
these increases are offset by declining NHIS revenue. 
Though there are numerous differences between the individual revenues received during this 
year and prior years, fOllowing is a true picture of what is driving this revenue imbalance: 

Key variances include: 

• Sales Tax. While receipts are approximately $1.46 million greater compared to last fiscal 
year, receipts are significantly less than 2008-09. However, sales tax revenues are a 
surprisingly bright spot in the budget with revenues exceeding budgeted projections by 5.9 
percent or $864,000. 

• Property Tax. Payments are received from Santa Barbara County in December and April of 
each year. Property taxes received to date are $135,000 greater than last fiscal year but 
are $779,000 less than in 2008-09. Declining property tax revenue is due to the high rate of 
foreClosures and downward reassessment of properties by the County Assessor's Office. 

_Fund IIudgot 

Sales Tax $ 14,744.000 
Property Tax 14,061,400 
Hotel/Bed Tax 2,020,500 
NHIS 3,750,000 
Interest 1,050,000 
licenses, Permits, & Fees 1,360,700 
Total Key Revenues 36,986,600 

All Other Revenues 16.778,120 
Total Revenues $ 53,764.720 

RlClto.d YlD_ 
$ 15.608,490 

14,083,720 
2,276,500 
2,263,240 
1,194,250 

905,780 
36,331,980 

14,831,570 
$ 51.163,550 

---105.9% 
100.2% 
112.7% 
60.4% 

113.7% 
66.6% 
98.2% 

88.4% 
95.2% 

• Hotel/Bed Tax, Through 
June, receipts are about 
$160,000 greater than last 
fiscal year and $75,000 
greater than in 2008-09, This 
is a good trend since hotel/bed 
tax is an indication of spending 
on discretionary items, 

• 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. The initial phase of the project has been 
completed and continuation of the project has been sporadic, Staff is including the reduced 
revenues in the City's revenue projections. Revenues received are $2,263,240 and are 60 
percent of budget. The peak of this revenue source occurred in 2008-09 and this revenue 
source has been declining since then and is not considered a long-term revenue source, 

• Interest Interest earned is over forecast by $144,250 with revenue at $1,194,250. 
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. In 2009, the City received $2,414,000 in interest income, 

• License, Permits, & Fees, Permit revenue is at 67 percent of budget or approximately 
$906,000, which is $551,000 less than received in 2009-10. By comparison, this is about 
$1,647,000 less than 2006-07, during the peak of the construction boom, 

Expenditures, For the fiscal year ending June 30, 2011 expenditures are at 93,2 percent of 
budget, due primarily to departments making a concerted effort to reduce operational costs, 
The chart, on the fOllowing page, summarizes the results, 
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Key variances include 

• Police. Under budget by 9.4 percent or $2,035,000 due primarily to salary and benefit 
savings attributed to vacancies as well as less overtime costs incurred. 

• Recreation and Parks. Under budget by 6.8 percent or $542,000, which is due primarily to 
salary and benefit savings associated with not immediately filling vacancies coupled with a 
reduction in contractual services expense accounts. 

• Administrative Services. Under budget by 6.2 percent or $243,000, due primarily to a 
decrease in the NHIS Program-related expenses and salary and benefit savings in the 
Finance Division as a result of staff vacancies, and reductions in departmental business 
travel and training, 

• Community Development. Under budget by 8.5 percent or $244,000 due to a reduction 
and delay in the Land Use/Circulation Element and Downtown Specific Plan. Some of the 

... n:ent 
FUDd -- YTD_' ex.,..-

work can be accomplished 
in-house rather than using 
consultants. Police $ 21,604,820 

Fire 8.310.410 
Recreation & Parks 7,930,850 
Administrative Svcs 3885040 
Community Dev. 2,868,860 
Public Works 2,569,480 
City Manager 2,159,020 
City Attorney 1,229.800 
Mayor & Council 154.560 
Total Departmental 50,712.840 
Debt Service 1,570.460 
Transfers 2,473,270 

Total $ 54,756,570 

Budget 

Staffing $ 39,712,050 
Contracts & Services 5,780.610 
Materials & Supplies 2,677.600 
Maintenance & Operations 1,917.970 
Capital Outlay 624.610 
Total Departmental 50,712.840 
Debt Service 1,570.460 
lransfers 2,473,270 

Total $ 54,756,570 

ENTERPRISE FUNDS 

$ 19,569,190 
8,046,230 
7,388,720 
3,642,830 
2,624,000 
2,510,840 
2,100,640 
1,164,260 

158.010 
47.204,720 

1.390,270 
2.421.480 

$ 51.016,470 

YTD_ 
$ 37.289,860 

5,325.400 
2,387,760 
1.865,380 

336,320 
47.204,720 

1,390,270 
2,421,480 

$ 51,016,470 

906% 
96.8% 
93.2% 
938% 
91.5% 
97.7% 
97.3% 
94.7% 

102.2% 
93.1% 
88.5% 
979% 

93.2% 

Over 
IUnderl 

939% 
92.1% 
892% 
973% 
53.8% 
93.1% 
88.5% 
97.9% 

93.2% 

• Debt Service. Debt service is 
under budget by $180,000 or 
11,5 percent due primarily to 
greater than anticipated RDA 
property tax receipts, Total 
receipts were $1,274,000 versus 
budget of $1,153,000, so the 
General Fund spent less in debt 
service than antiCipated. 

The chart to the left summarizes the 
operating costs, by type and shows 
that each type of operating cost is 
within budget. 

Staffing is under budget by 
approximately $2,422,000, or 6,1 
percent due primarily to the 
departments holding off and not 
filling vacancies. 

The Statement of Revenues and Expenses for the fourth quarter ending June 30, 2011 are 
shown on the below chart, ---Revenues 

Charges for Service $ 31,014.340 
Interest Income 354.380 
Other Revenue 1,867.810 

Total Revenues 33,236530 

Expenses 
Operating 9,821,670 
Capital Expenditures 3,019,330 
State Water Payments 17,710110 
Debt Service 6,853,240 

Total Expenses 37.404350 
Profit (Loss) $ (4,167,820) 

--
$ 16,319,980 

656.900 
102.260 

17,079.140 

15.760,100 
4.631,080 

20,391,180 
$ (3,312,040) 

P.-T .. _ 

$ 1,851,420 
48.920 

11,661,550 
13561,890 

5,139,650 
5,375,060 

10,514,710 
$ 3,047,180 

WaterlWastewater Fund. Expenditures 
exceeded revenues by $4.2 million, This is 
due in large part to large capital project 
expenses and declining water consumption. 
For the fiscal year, the WaterlWastewater 
Fund spent $3 million on capital projects 
such as the fixed base metering project for 
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$1.7 million and $449,000 on water main replacements. There are sufficient reserves in the 
combined WaterlWastewater Fund to cover this past year's $4.1 million negative cash flow. 

Solid Waste Fund. The Solid Waste Fund reports refuse collection and disposal activities. For 
2010-11, Solid Waste expenditures exceeded revenues by $3.3 million. Expenditures included 
$4.6 million of capital, which contributed to the annual loss. The most significant capital 
expenditures were $2.7 million for the Los Flores Ranch Development Plan and $1,054,000 on 
the green waste recycling program. There are sufficient reserves in the Solid Waste Fund to 
cover this past year's 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. In the current fiscal year, user fares include Clean Air 
Express Service fares as the City took over the service beginning July 1 st Fare revenue 
through the fiscal year was $1.8 million, which includes $880,000 from the Clean Air Express. 



FOR THE COUNCIL MEETING OF SEPTEMBER 6, 2011 

COUNCIL AGENDA REPORT 

September 6, 2011 

TO: City Council 

FROM: City Manager 
Prepared by: Director of Administrative Services 

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

RECOMMENDATION: 

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

Other City Funds 

Increase appropriations by $484,450 in Self Insurance Workers' Compensation Fund to 
cover the cost of light duty reimbursement incurred in the Police Department and 
City-wide claim expenses. 

Due to higher than anticipated light duty reimbursement and claim expenses, the Self 
Insurance Workers' Compensation Fund is over expended. Since staff is not 
anticipating additional expenses related to the 2010-11 Budget, an additional 
appropriation $484,450 will be a sufficient amount to cover expenses related to 2010-11 
light duty reimbursement incurred by the Police Department and City-wide claim 
expenses. 

Fiscal Considerations: 
The recommended budget amendment requires appropriating fund balance reserves from 
the Self Insurance Workers' Compensation Fund. 



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. 

{l:~ ttt.;/ ~ 
RENEM. VISE 
Director of Administrative Services 


