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SUBJECT:   Fiscal Year 2011-2012 Financial Status Report 
 
 

Recommended Actions:  
That the Board of Supervisors: 
Receive and file, per the provisions of Government Code Section 29126.2, the June 30, 2012 Financial 
Status Report showing the status of appropriations and financing for all department budgets adopted by the 
Board of Supervisors. 
 
Summary Text: 
The Financial Status Report is intended to give the Board an overview of the financial operations in fiscal 
year (FY) 11-12 and provide the Board with a preliminary review of the results of operations. The 
Comprehensive Annual Financial Report (CAFR) is being finalized and will provide audited results of the 
fiscal year. 
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Background & Overview 
This has been another challenging fiscal year for the County. The financial results of operations for FY 11-
12 present signs of improvement in some accounts and financial challenges in other areas. While analyzing 
the overall results, the reader needs to consider the following significant issues.  

• The County recorded complicated transactions related to the dissolution of the Santa Barbara 
County Redevelopment Agency (RDA) and received revenue from the dissolution of the seven 
RDAs in the County. 

• The County implemented 2011 Public Safety Realignment, recorded growth in Public Safety Prop 
172 sales taxes. Health, Social Services and ADMHS 1991 realignment funding (dedicated taxes) 
hit the base revenue allocations in most of the accounts and unanticipated growth should be 
available for distribution in the Fall of 2012. 

• Property taxes, the County’s largest discretionary revenue source, are showing a slow recovery but 
local retail sales tax and transient occupancy are growing. 

• Significant transactions related to the ADMHS funding of liabilities and over-estimated revenue 
(accruals) related to prior periods were recorded. 

• The County experienced adverse results in the workers compensation fund related to tail claim 
liabilities (pre FY 10-11). 

 
Economic Indicators 
The UCSB Economic Forecast publication of May 2012 includes the following observations about the 
national and local economy. “It is not news to anyone that we are still in the midst of a recovery from the 
deepest cyclical downturn since the Great Depression. Although there are encouraging signs on many 
fronts, there are still areas – the labor market and housing market being the prime examples – where the 
recovery is not very evident.  
 
In terms of Growth Domestic Product (GDP) two things are evident. The first is the depth of this latest 
recession. The second glaring difference is the sluggish recovery. In terms of components of real GDP, real 
residential investment is still struggling to regain some life.” However we have now seen ten quarters of 
positive growth. 
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On the local level the forecast also points out that “the local labor market is still struggling and the housing 
sector is also undergoing a rocky recovery and has been a focal point during much of the recession and 
recovery.” 

 
 

Countywide Financial Status - Governmental Funds 
The focus of the following governmental funds statement is to provide information on revenues, 
expenditures and fund balance. When compared to the prior year column, one is able to obtain useful 
information about the overall results of County operations and its fiscal health from one annual period to 
the next.  
 
County operations are a complex mix of on-going, one-time and capital expenditures funded by revenues 
including taxes, state funding, federal funds and charges for various services. In the background section of 
this letter we pointed out several significant accounting transactions that add complexity to the overall 
results of operations for this fiscal period. These unique events can distort financial trends useful for 
decision makers. 
 
The following graph depicts county Government Funds annual revenues and expenditures over the last five 
years. 
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Results of Operations and Changes in Fund Balance 
Although it appears from the chart above that expenditures significantly outpaced revenues, the majority of 
the gap is due to a required transfer of assets and liabilities of the Redevelopment Agency (RDA) to a 
legally separate Successor Agency. The County recorded revenues of $752 million and expenditures of 
$772 million showing a gap of $20 million. The gap is offset by other financing sources and uses including 
a refinancing of 2001 debt (COP’s), extraordinary items related to the Santa Barbara County RDA 
dissolution and a prior period adjustment related to ADMHS liabilities.  
 
The overall net financial position of the County decreased by $15.5 million. $13.1 million was the result of 
transferring cash and real estate to the Successor Agency of the RDA and $1.8 million of former RDA 
Housing cash was accrued as a payable for distribution to taxing agencies in November 2012.  
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Revenues 
In FY 11-12, revenues increased $1.9 million or 0.2% to $752 million. Taxes which provide the County 
with most of its discretionary revenue increased $6.8 million or 2.9% to $241 million or 32 % of County 
funding.  

• Total property tax accounts increased a net $4.4 million or 2.1% to $213 million,  
• transient occupancy tax increased $0.6 million or 8.5% to $7.6 million and  
• local retail sales tax increased $0.4 million or 5.8% to $7.9 million  

…all indicating a positive upturn in these economic driven revenue accounts. Certain leading indicators of 
future property tax growth tend to be property transfer taxes that increased $0.2 million or 8.1% to $2.5 
million, however, supplemental property tax decreased $1.0 million or 32.3% to $2.1 million.  Due to the 
dissolution of RDA’s, a significant portion of the property tax growth of $4.9 million was due to the 
redistribution of property taxes back to the County from the initial dissolution of the seven RDA’s in Santa 
Barbara County. 
 
The following charts show an upward trend in the County’s economic driven discretionary revenue 
accounts, Property Tax, Sales Tax and Transient Occupancy Tax (TOT). 

 

 
 

 



 
Page 6 of 15 
 
 
Revenues (Continued) 
The other categories of revenue that experienced notable increases and decreases are:  
 
Licenses, permits and franchises -- increased $0.3 million or 2.6% to $13.0 million, license and permit 
revenue were flat but franchise revenue increased $0.3 million.  
 
Fines, forfeitures and penalties revenue -- decreased $2.3 million or 17.4% to $11 million generally due to 
a decrease in delinquent property tax penalty revenue of $1.4 million. Use of money and property 
decreased $0.3 million or 5.8% to $4.3 million due to a decrease in investment income.  
 
Intergovernmental revenue -- increased by $2.3 million or 0.8% to $306.6 million. While the amount of the 
change was moderate there were significant changes in funding from the state and federal funding sources. 
Increases: State realignment 2011 provided $19 million in additional revenues for funding public safety 
programs and also replaced other funding streams in existing programs for Health and Social Services 
programs such as the decrease in Federal ARRA funding for these programs. Prop. 172 public safety 
revenues increased $2.5 million or 9.5% to $29.2 million. The County also received $0.9 million in back 
payments for motor vehicle license fees. Decreases: The increases above were offset by revenue reductions 
in ADMHS related to MHSA incentive program revenues of $11.5 million primarily due to a one-time 
transfer by the State of MHSA funding in the prior year, a change in accounting for flood control inter-
county reimbursement of $4.6 million, and a $3.0 million decrease in ARRA revenue for Workforce 
Investment Programs. 
 
Charges for services -- decreased $14.3 million or 8.7% to $150 million. Decreases: A reduction of $5.5 
million in Court security charges for services that are now reimbursed from Public Safety 2011 realignment 
funding, Health Services Federally Qualified Health Care (FQHC) and other reimbursements for service 
decreased $4.4 million as the clinics saw less patients while a new electronic health record keeping system 
was brought on-line. Mental Health Services Medi-Cal and Medicare reimbursements declined $2.1 million 
and Fire Protection Incident reimbursements declined $1.5 million.  
 
Other revenues  -- increased $9.6 million or 58.6% to $26 million due to settlement of costs with the State 
Department of Mental Health related to the MISC program in the amount of $4.8 million, an increase of 
$2.4 million in the value of donations of land and equipment and a $2.3 million increase related to a hotel 
project mitigation and Prop 10 Thrive programs.  
 
Expenditures 
Expenditures increased by $14 million or 1.9% to $772 million driven by:  
 
Salary and benefits -- cost increased by $10.1 million to $441 million, which  accounts for 57% of County 
expenditures. Increases: This net increase in salaries and benefits is comprised of retirement cost increases 
of $13.2 million or 22%, health insurance increases of $1.2 million or 5.7%, overtime constant staffing 
increase of $1.0 million or 26.5% and unemployment insurance contribution increase of $0.6 million or 
39%. Decreases: The increases were offset by decreases in regular salary costs of $6.8 million.  The salary 
cost is a net decrease representing a combination of negotiated COLA increases for a few employee groups 
offset by concessions and a reduction of 213 employee positions. A significant amount of the position 
decreases were in Social Services programs funded by ARRA for temporary Workforce Investment Act 
positions that ended in FY 10-11. There were approximately 840 temporary employees funded with 
Federal ARRA funding in FY 09-10 and FY 10-11 that represent 89 FTEs on an annual basis. 
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The Salary cost changes as discussed above also included some COLAs (included in previously negotiated 
labor contracts) offset by employee concessions and an actual reduction in the number of employees (or 
FTE count). There was a net reduction of 213 FTEs countywide covering most departments as shown in the 
Countywide FTE count table below.  
 

Comparative 2 Year Countywide Average FTE Count for FY ended 6/30/2012 
 

 
 * The Housing /Community Development & Parks Departments have been combined into the Community Services Department 
 
This table is the annual average FTE count and if compared to the adopted budget FTE count will most 
likely be different. An actual FTE count less than the adopted budget FTE count is the main source of 
salary savings displayed later in this report. If a department budgets significant salary savings as part of 
their adopted budget or has a significant number of temporary positions (like ARRA Funding for Social 
Services WIA Program), the actual FTE count can be greater than the adopted FTE count. 
 
Retirement Investment Losses - The other factor that is different in this recession is the financial loss in our 
pension fund investments in 2008 and 2009 that continue to drive up pension contribution rates 
significantly for the employer. Santa Barbara County Employees Retirement System (SBCERS) had a 
bounce back in pension fund investment earnings in 2010 and 2011, but then in 2012, the fund only earned 
2% against an assumed rate of return of 7.75%. Since gains and losses are smoothed over a five year period 
the County will again face retirement rate increases until the ‘08 and ‘09 losses are fully absorbed. In 
addition, the pension fund trustees will have to consider dropping the long-term interest assumption rate 
which would cause employer and employee rates to increase. 
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Service and supply expenditures -- decreased by $8.1 million or 4.4% generally related to $2.2 million 
decrease in RDA affordable housing projects and a decrease of  $2.7 million in former RDA projects, and a 
$3.5 million decrease in public works projects.  

 
Other charges -- decreased by $6.0 million or 5.5% due to a decrease in Social Services cash assistance 
payments of $3.6 million (7.3% to $46.2 million) and a $2.4 million decrease across other accounts.  
 
Capital expenditures -- decreased $2.3 million or 12.7% to $15.8 million. 
 
General Fund 
The General Fund of the County provides the Board of Supervisors with its major sources of discretionary 
budget authority. The fund ended the year with an unassigned fund balance of $7.6 million. In addition, 
there was a significant net increase to restricted and committed fund balance of an additional $11.8 million. 
These net increases were for:  

• public safety Prop 172 of $2.3 million,  
• public safety Realignment 2011 of $2.8 million,  
• Planning &Development offsite mitigation $1.2 million,  
• FY 12/13 operating plans $5.1 million (primarily concession savings),  
• facility maintenance $1.2 million,  
• new jail $1.0 million,  
• program restoration of $2.4 million and  
• Strategic Reserve of $2.4 million  

offset by:  
• the planned use of $5 million of audit exception fund balance for Mental Health settlements of cost 

reports and audits and  
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• a reduction of Clerk-Recorder-Assessor committed fund balance of $1.1 million.  
 
The other significant transaction is related to the dissolution of the RDA; $16.8 million of nonspendable 
fund balance was removed from the General Fund. While the total fund balance in the General Fund 
increased $2.2 million to $85.9 million when adjusted for the RDA transaction, the spendable portion of 
fund balance increased a healthy $18.0 million or 27%. 
 
Budget to Actual Operating Results 
Budget to Actual operating results were positive in the General Fund by $7.6 million. 
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• Taxes performed better than budget estimates by $2.8 million which consisted of Property Tax, 

Transient Occupancy Tax and Sales Tax, while Fines and Forfeitures (Property Tax penalties) as 
previously discussed, declined.  

 
• The biggest positive change was $3.9 million of property taxes returned to the General Fund by the 

dissolution of the RDAs.  
 
• A second large change was from Public Safety Realignment 2011 with a significant amount of new 

revenue, a portion of which was carried forward to next year with savings from program start-up in the 
amount of $2.7 million.  

 
• While Charges for Services revenue came in less than budgeted revenue estimates, corresponding 

expenditure savings occur because these revenue estimates are generally for reimbursable expenditures.  
 
• Departments also left significant positions vacant and curtailed spending throughout the year saving the 

General Fund $5.6 million and avoided the General Fund draw of fund balance by a similar amount.  
 
• The $14.9 million variance in Other Financing Sources is the result of reducing a long-term receivable 

related to the Santa Barbara Isla Vista Redevelopment Agency.  
 

• The $3.9 million positive variance in Financing Uses is generally related to the non-release of the fund 
balances for the Mental Health liability of a similar amount. 

 
The chart below illustrates that cost cutting measures in the General Fund have been effective in keeping 
expenditure increases minimal and capturing revenue increases (adding to fund balances). The County in 
its FY 12-13 Adopted Budget has again reduced positions, anticipated wage concessions, reduced service 
levels and used some reserves to balance the budget. 
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Cash Balances 
The cash balance of the General Fund of $64 million is 24% greater than last year and a similar increase 
occurred in the County’s spendable year-end fund balance. The County issued a Tax and Revenue 
Anticipation Note (TRAN) again this year in anticipation of the need to borrow for cash flow purposes 
until receipt of property taxes in December. The fiscal year 12-13 TRAN was issued at $40 million - a 
reduction of $20 million over the previous year - and is a reflection of the overall improvement in the 
County’s cash position. The interest rate for these borrowed funds is less than 0.5%.  

 
Net Financial Impact 
The Annual Financial Summary Report below for the General Fund shows the Net Financial Impact of the 
various General Fund departments. After budget adjustments, all General Fund departments closed within 
legal appropriations. The causes of the Net Financial Variances in the General Fund Departments listed on 
the Report are described in further detail below. 
 

 
 
The “Sources Variance” column compares the budgeted revenues and other financing sources to the actual 
results. This should be compared to the “Uses Variance” column, budgeted expenditures and other 
financing uses, compared to actual results at an individual departmental level resulting in the Net Financial 
Variance. In most cases where there was a revenue decline, the department was able to cut costs enough to 
cover the revenue decline. The six departments that had variances that exceeded $200,000 are detailed 
below: 
 
District Attorney 
The District Attorney had a positive net financial variance of $208,619. This variance is made up of 
$111,956 in unanticipated revenues and $96,663 in expenditure savings. The positive revenue variance is 
from additional Proposition 172 Revenue and State Grants received. This additional revenue is partially 
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offset by draws that were not necessary on Asset Forfeiture Penalty revenue. The department also had 
savings in Salaries and Benefits which made up the majority of the expenditure savings.  
 
Probation Department 
The Probation Department ended the year with a positive $403,266 variance. The department received 
unanticipated revenues from the new State Realignment Program in the amount of $600,000 offset by 
negative variances in other revenue categories and an unused budgeted draw of $403,000 of Strategic 
Reserve, resulting in a total negative revenue variance of $546,000. Total expenditure savings of $949,301 
were partially related to the Realignment Program in the amount of Salaries & Benefits ($179,150), 
Services & Supplies ($281,000), and there was a budgeted increase to fund balances that wasn’t actualized 
of $442,700. 
 
Sheriff 
The Sheriff ended the year with a positive variance of $855,000 due mostly to salary savings of $647,000. 
The Sheriff had savings from significant vacancies offset by overtime and extra help needed to staff those 
vacant positions. This is a large department that was effective in meeting their budget and returning salary 
savings to fund balance. 
 
Human Resources 
Human Resources ended the year positive in the amount of $380,000.  $182,000 of the savings were due to 
delays in filling a vacancy and additional salary savings. Also, the department had savings in the amount of 
$366,000 in the Services and Supplies Object level. These savings enabled the department to not draw 
down fund balance that had been budgeted in the amount of $262,000. 
 
General County Programs 
The positive variance of $1.7 million is attributed to transactions related to settlement of ADMHS 
liabilities from both the strategic reserve and audit exception reserve. 
 
General Revenues 
General Revenues ended the year with a positive variance of $3.9 million. This variance is due to 
unanticipated revenue from the dissolution of RDA’s general revenues coming in higher than budgeted. 
The other areas of revenue that were higher than expected include Property Taxes, Transient Occupancy 
Tax, Sales Tax, Franchise fees, Cost allocation, Federal Payment In Lieu of Taxes (PILT) and Excess 
Vehicle License fees while Property Tax Penalties came in higher than budget estimates. 
 
Annual Status Report for Other Funds 
The following funds are major special revenue funds or funds that have significant variances over $300,000 
that are worth noting here. See Attachment A for all funds. 
 
Fund 0015, 0016, 0017 Road Funds  
The three road funds for operations, maintenance, and infrastructure incurred expenditures of $37 million 
and finished the year with a $2 million increase in fund balance.  
 
Funds 0030 & 0031 – Capital Projects Funds 
The variances in these funds, $312,000 in Fund 0030 and $511,500 in Fund 0031 are the result of the 
nature of project budgeting where funding is re-appropriated in future fiscal years to align with the project 
completion. 
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Fund 0042 – Public Health 
This complex $77.5 million operation balanced its budget this year by drawing on fund balance in the 
amount of $4 million dollars. As the organization switched to a new electronic health record system the 
organization saw a temporary decline in their ability to see clients and experienced a decline in billing 
federal FQHC (Medi-Cal) revenues. In addition, there are growing numbers of uninsured clients entering 
the clinic network as well that are increasing the costs to the County. 
  
Fund 0044, 0047, 0048, 0049 – Alcohol, Drug and Mental Health Services 
The negative variance of $3.5 million in Fund 0044 is due to outstanding liabilities for cost settlements and 
audit disallowances. This fund continues to have outstanding estimates of liabilities for prior years. They 
remain difficult to estimate as to the actual outcome. 
  
The Mental Health Services Act (MHSA) Fund 0048 has a $2.2 million prudent reserve and restricted fund 
balance of $7.9 million.  The total fund balance of $10.1 million was reduced by $8.4 million from the 
prior year-end fund balance of $18.5 million. 
 
Fund 0055 – Social Services 
These Federal and State funded social safety net programs are among the largest in the County with 
expenditures of $127 million. Both of these funds are stable and the financial management is good. This 
year the department increased fund balances by a net of $1.7 million as revenues and General Fund 
contributions exceeded expenditures primarily due to $3.8 million in unexpected one-time realignment 
base funding and caseload growth, offset by use of fund balance needed to fund the local portion of our 
mandated programs. 
 
Fund 1900 – Motor Vehicle Fund 
The $2 million net financial variance is due mostly to the FY 11-12 budget reflecting a $3 million release 
of fund equity offset by $773,000 in fuel savings.  
 
Fund 1911 – Workers’ Compensation Self Insurance  
The Workers’ Compensation Fund finished with a $1.1 million negative variance from budget. However, 
the fund ended with a $7.9 million deficit to pay its long-term liabilities. Assets of $19 million are not 
sufficient to pay long-term liabilities of $27 million identified in the most recent actuarial report for the 
period ended June 30, 2012. The increase of the actuarial liability was updated in two Actuarial Reports. 
One report was prepared in November 2011 for the FY 2010-11 and required a $1.9 million increase in 
liabilities due to adverse experience related to older tail claims. This year in order to bring these types of 
changes up to date we asked the actuary to prepare the report for FY 2011-12 by year-end. Unfortunately 
we had another year of adverse experience and booked $3.3 million in additional liabilities.  Additionally, 
indemnity and disability medical expenses and other costs came in $2.7 million greater than revenue. These 
rapid changes demonstrate the unpredictable nature of the workers compensation claims. The current plan 
is to amortize the deficit over seven years which will cause rate increases to departments. The policies and 
rates will be reevaluated by the Risk Management Evaluation Team (RMET) at its next meeting due to the 
significant change in the liabilities. 
 
Fund 1912 – County Liability-Self Insurance  
The Liability Fund had a positive variance of $0.5 million due to less than anticipated General Liability 
Paid Losses. 
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Fund 2280 – Fire Protection District  
The Fire Protection District transferred $32 million to the General Fund for fire operations and had to draw 
on fund balance by $2 million to cover the cost of charges for services incurred within the District, 
decreasing their available fund balance to $3.0 million. 
 
Fund 3100, 3102, 3107 – SB RDA – Isla Vista Projects  
These RDA Funds were closed as of January 31, 2012 and all the assets and liabilities associated with the 
funds were transferred to the RDA successor Agency or the RDA Successor Agency Housing fund. The 
RDA successor agency is a separate agency for legal purposes and will be reported as a fiduciary Private 
Purpose Trust Fund in the County financial records. The purpose of the trust is to dissolve the former 
agency by distributing the assets and paying off any liabilities of the former agency with property taxes. 
The former RDA housing agency assets and liabilities were transferred to a new fund within the County 
department of Housing and Community Development (HCD). 
 
Fund 3120, 3122 Successor Agency and Projects - Fiduciary Funds 
The RDA transferred $4.0 million in cash, $1.6 million in restricted cash, $0.6 million in receivables, and 
$6.8 million in property (parking lot, former church and health clinic) to the Successor Agency. Per the 
provisions of the dissolution legislation AB 26X1 and AB 1484, $4.0 million of the cash balance will be 
distributed to taxing agencies prior to April 10, 2013. The remainder of the assets will need to be 
considered by the oversight board for disposition as provided for in the dissolution legislation. 
 
Fund 3122 Successor Agency Housing Fund 
The RDA transferred $2.4 million in cash, $6.8 million in loans receivable and $2.7 million in property to 
the Successor Agency Housing Fund. Per the provisions of the dissolution legislation AB 26X1 and AB 
1484, $1.8 million of the cash balance will be distributed to taxing agencies prior to November 28, 2012 
and $0.6 million will be returned to the Successor Agency Fund (pass through payments to be returned). It 
is the current intent of the County, subject to Department of Finance, Board of Supervisors, and Oversight 
Board approval, to develop the transferred property as an affordable housing site (Pescadaro Lofts), and the 
loans receivable and any income stream will be managed by HCD.  
 
Conclusions 
Considering the slow recovery from the economic downturn in employment and housing, the County was 
able to end the year with a slight draw in overall governmental fund balance. However, the General Fund 
was able to increase spendable fund balance by $18 million.  
 
• The County has an underlying credit rating of SP+1 from Standard and Poor’s (the highest possible 

short-term rating) and a AA+ long-term rating (the highest among California Counties) 
• The County has a conservative debt profile with a future jail financing being considered 

• The County significantly increased its General Fund cash position by 33% ending at $60 million and 
reducing the size of its short-term borrowing (TRAN) 

• There were significant changes in funding from the State and Federal government related to 
Realignments 2011 and 1991 

• Unemployment remains high and the real estate market is struggling in terms of home sales, home 
prices and new construction. 

• The County continued to make contributions to the Strategic Reserve ($ 2.4 million in FY 11-12) 
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• Previously negotiated wage increases and health care costs are also driving costs. The County has 

successfully attained concessions to mitigate some of the increase primarily through the end of FY 
2012-2013. 

• The County FTE count was down 213 FTE in FY 11-12 compared to the prior year. 

• The dissolution of redevelopment agencies in the County is returning funds to the County because our 
County only had immaterial pass through agreements in prior years. Next year the County should 
receive both on-going and one-time funds related to the dissolutions. Because of new legislation (AB 
1484), it is still difficult to predict the on-going impact of the dissolutions. 

• FY 11-12 ended with a relatively minor ($2 million) year-end draw on county-wide fund balance. 

• FY 12-13 continues to be balanced with some projected draws on fund balances. 

• Pension fund investment losses in 2008 and 2009 continue to cause significant increases in unfunded 
pension liabilities. 

• The State continues to have a structural deficit and could impact the County negatively.  
 
There are numerous challenges in the FY 12-13 budget and beyond. Developing a FY 13-14 balanced 
budget will again require careful financial planning. 
 

Attachments: 

1. Attachment A – Financial Summary – by Fund Type 


