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Overview 
 
The financial results of operations for FY 13-14 reflect continuing improvement of County finances still tempered 
by some longer term financial challenges. Total General Governmental Revenues increased 10.2%, however the 
growth includes the recording of the Santa Maria Levy Federal government contribution. General fund on-going 
discretionary revenues grew $8 million or 4%, after recording the Board of Supervisors approved multiyear fire 
district tax shift. Property taxes for the General Fund led the way with a $4% increase, transient occupancy taxes 
(TOT) increased 11%, and sales tax increased 3%. In addition, our on-going special revenue fund sources which 
represent 61% of the County budget, grew $33 million or 8% and if we include the Federal contribution of $43 
million for the Santa Maria Levy the growth rate was 19%. Next FY 2014-15, property tax assessed value is 
expected to grow by 5% even though the Proposition 13 inflation allowance (maximum of 2% was only 0.4%). For 
the second year in a row this has been a good recovery period for the County. 
 
Economic Indicators 
 
The UCSB Economic Forecast (Forecast) publication of May 2013 and May 2014 taken together include the 
following observations about the local economy.  
 

In May 2013: 
 
“The local economy continues steady growth out of the depths of the Great Recession; however, the growth 
is not uniform across our economic landscape. In some areas we are now back to pre-recession levels, but 
other areas are still feeling the grasp of the tumultuous decline. The unemployment rate is only slightly 
lower than it was in late 2009 and total employment in the County remains well below our pre-recession 
level. However, output and personal income have both recovered back to their pre-recession levels.” 

 
“What stands out is that fairly standard measures of performance – gross domestic product and household 
personal income – have rebounded and are close to what they were before the decline began. However, the 
labor and housing markets have made very little progress. In particular, median housing prices in both 
South and North County remain below 2009 values. This means that house prices continued to fall even 
after the official end to the recession.”   

 
In May 2014 the forecast includes the following additional observations concerning unemployment and 
housing markets: 

  
“The housing market continues to rebound after hitting bottom in 2012. Santa Barbara and California house 
prices fell by about the same percentage and look similar in the recovery; however both saw a deeper 
decline than the U.S.”  
 

Looking back one year indicates there has been a nearly 20% increase in the median home price for Santa Barbara 
County but there is a slowdown in the increase of home prices in the second half of fiscal year 13-14.  

 
The property tax growth rate for FY 12-13 hit some of the lowest levels since Prop 13, reflecting the housing price 
declines discussed above, especially on the South Coast. However, at the County level we are now seeing a turning 
point. The County Assessor reported an estimated 4.3% growth in the secured tax roll for FY 13-14 and an 
estimated 5.3% growth in FY 14-15 which is an indicator of both increased property sales and a rebound in housing 
prices. The economic theme moving forward appears to be Moderate Sustained Growth. 
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In terms of Gross Domestic 
Product (GDP) we have now 
almost 5 years of positive growth 
at the national level. Local GDP 
growth has also been positive since 
2010 but seems to lag behind State 
and national growth rates and it is 
anticipated that GDP growth will 
continue throughout the national, 
state and local economy.   

 
 

 
On the local level, the May 2013 Forecast 
points out that “overall, the outlook for the 
Santa Barbara County labor market is 
cautiously positive. The County seems to be 
slowly recovering from the effects of the 
recession, most industries show signs of 
growth, and the unemployment rate has 
steadily declined for the past two years.”  
 
While the May 2014 forecast indicates that 
“The unemployment rate has been declining 
steadily over the last few years. During the 
recession the unemployment rate in 
California increased much more than the 
rates in the U.S. and Santa Barbara, and 
while they are all declining, still remain 
above the levels before the Great 
recession.” 

 
 

 
 
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, 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.  
 
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 
 
The County recorded revenues of $829 million, expenditures of $817 million and net other financing sources/uses 
of a negative $0.2 million which resulted in a positive $11 million addition to fund balances, totaling $263 million. 
The financial position increase was mainly due to a $5 million increase in the General Fund and $6 million net 
increase in the Special Revenue Funds. 
 

 
 
Revenues 
In FY 13-14, revenues increased $76 million or 10% to $828 million.  
 

Taxes, which provide the County with most of its discretionary revenue, increased $4.8 million or 2% to $254 
million or 31% of County funding. 

 Total property tax accounts increased a net $4 million or 2% to $228 million, however regular on-going 
property tax accounts grew approximately $11 million or 4% but were offset by a prior year one-time 
distribution of $7 million in RDA proceeds. 

 Transient occupancy tax increased $0.5 million or 7% to $8 million, however if adjusted for collection 
period timing variances, the percentage change was actually an 11% increase year over year. 

 Local retail sales tax decreased $0.05 million or 0.7% to $8 million, however if adjusted for collection 
period timing variances, the percentage change was actually a 3% increase year over year. 

Certain leading indicators of future property tax growth tend to be property transfer taxes that decreased $.4 million 
or 10% to $3.4 million (after a significant 52% increase in the prior year) and supplemental property tax increased 
$1.3 million or 32% to $4 million.    
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The following charts show positive five year trends in the County’s economic driven discretionary revenue accounts 
except for Sales Tax and TOT in FY 12-13 due to the loss of base revenue as a result of the terms of the Goleta 
Revenue Neutrality Agreement. 
 
 

 
 
The other categories of revenue that experienced notable increases and decreases are:  
 
Fines, forfeitures and penalties - increased $1.3 million or 14%  

 Generally due to an increase in delinquent property tax revenue of $0.6 million and an increase in fines and 
forfeiture revenue of $0.7 million.  

 
Intergovernmental revenue - increased overall by $57 million or 18% to $380 million. Again this year, there are 
significant changes in funding from the State and Federal sources.  

 The Public Works Department increased a net $43 million, which included:  
o $43 million donation from the Federal government for reconstruction of the Santa Maria Levee,  
o $7 million of revenue from other federal and state funded infrastructure projects, and  
o $7 million decrease in Proposition 50 water agency reimbursements for pass-through projects. 
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 Collectively, the Public Safety, Health and Public Assistance departments received a net $7 million of 
increased 1991 & 2011 Realignment revenue. 

 The County recorded $7 million for three real property transfers to the General Fund from the 
Redevelopment Successor Agency (RDA).  

 Federal Home Program reimbursement for construction of affordable housing increased $3 million.  
 

Charges for services - increased $8 million or 6% to $143 million  
 The increases were generally attributable to the County’s major special revenue funds where reimbursement 

for services from the Federal and State Programs covered the County’s costs. 
 
Expenditures 
Expenditures increased by $72 million or 10% to $817 million.  
 
Salary and benefits - costs increased by $23 million to $471 million for the governmental fund types, which 
accounts for 58% of total expenditures - 

 This net increase in salaries and benefits is comprised of:  
o regular salary increases of $8 million or 3% and retirement cost increases of $8 million or 8%, both 

due mainly to an increase of staffing in the Social Services department and salary increases  
o regular overtime increased $1.9 million or 20% due to staffing shortages in the Sheriff department  
o workers compensation cost increased $1.4 million or 11%  
o health insurance increased $1.4 million or 6%  
o reimbursable overtime cost increased $0.6 million or 26% for fire incident responses  
o extra help cost increase of $.3 million or 3%   

 
 The increases were offset by a decrease in Unemployment Insurance Contribution of $1.1 million or 70% to 

$0.4 million.   
 

 The average annual full-time equivalent (FTE) count was up 82.4 FTE. The Department of Social Services, 
funded by Federal and State programs and due to the implementation of the Affordable Care Act, was able 
to add 81.3 FTE. 
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Retirement Cost – Total retirement costs including retiree medical and FICA were $130 million or 16% of total 
expenditures, and 28% of total salaries and benefits for the governmental fund types. Retirement plan costs were 
$107 million, retiree medical costs were $8 million and FICA costs were $15 million. 
 
Changes to SBCERS retirement including retiree medical costs without FICA for all County funds are as follows:  

 
 The County in fiscal year 13-14 absorbed the last year of the actuarial investment losses that occurred in 

2009 that were smoothed over a five-year period in the employer contribution rates. 
 

 In addition, the pension fund trustees dropped the investment earnings assumption rate from 7.75% to 
7.50%, which caused employer and employee rates to increase. The employer contribution rates to the 
retirement system increased from 35.87% to 38.30% of pensionable wages.  
 

 The County increased its contribution to the retiree medical plan from 3.00% to 3.25% of pensionable 
wages.        
 

 
 
Other Operational Expenditures – increased by $7 million or 2% to $291 million caused by the following:  

 $3.5 million increase in design costs for the North County Jail   
 $2.9 million Affordable Housing Loan to the Pescadero Lofts Project  
 $4.8 million increase in Road Fund maintenance and infrastructure costs  
 $1.5 million increase in Social Services cash assistance payments 
 These increases were offset by a $7 million reduction in Proposition 50 Water Agency pass-through 

payments. 
 
Debt Service Principal and Interest – Debt Service payments of $8 million were slightly greater than debt service 
payments in the prior year.  
 
Capital Fund Expenditures – Capital Fund Expenditures were $8 million. This was about the same as the prior year. 
 
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 a total fund balance of $93 million, an increase of $5 million over the prior 
year. The Unassigned fund balance that resulted from the closing of the fiscal year was $3.4 million. 
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A few significant ending fund balance component accounts included: the Strategic Reserve at $24 million with a 
rollover of $3.4 of Unassigned fund balance increasing it to $28 million. There is an additional commitment in the 
FY 14-15 budget to add another $2 million. 
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Budget to Actual Operating Results 
Budget to Actual operating results were positive in the General Fund by $3.4 million. 
 

 
 

 
 Taxes performed better than budget estimates by $1 million due to additional Property Tax and TOT. 

  
 While Intergovernmental Revenue and Charges for Services came in less than budgeted revenue estimates, 

corresponding expenditure savings occurred because these revenue estimates are generally for reimbursable 
expenditures. 

 
 Departments were unable to fill positions creating $6 million in salary savings throughout the year, in addition 

there were $5 million in savings in Services and Supplies and Capital accounts. It should be noted the savings 
are offset by decreases in revenues associated with these non-reimbursed costs. Additionally, budgeted uses of  
Restricted and Committed fund balances were not drawn down.  

 
 

Cash Balances 
The ending cash balance of the General Fund at $77 million is 8% greater than last year. The County did not issue a 
Tax and Revenue Anticipation Note (TRAN) for FY 14-15 because of its improved cash position.  
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Net Financial Impact 
 
The Annual Financial Summary Report below for the General Fund shows the Net Financial Impact of the various 
General Fund departments. 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 combined to the “Uses Variance” column. This shows 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 or $0.2 million are detailed below: 
 
Sheriff 
The Sheriff ended the year with a negative variance of $0.7 million due mostly to salary overtime costs because of 
staffing shortages. This was previously disclosed to the Board. 
 
Planning and Development 
Planning and Development ended the year positive in the amount of $0.7 million due to salary savings. 
 
Clerk-Recorder-Assessor 
The positive variance of $0.7 million is attributed to salary savings as a result of high vacancies in the Assessor 
division and difficulty in hiring qualified staff. 
 
General Revenues 
General Revenues ended the year with a positive variance of $2.3 million. This variance is due to unanticipated 
revenue from property taxes, TOT and delinquent property tax revenue penalties.  
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Annual Status - Other Funds 
The following funds are major special revenue funds or funds that have significant variances over $500,000. 
 
Major Funds: (see statement on page 4) 
Roads Operations and Capital Maintenance (Funds 0015, 0016, 0017, 0019) 
The Roads Funds ended the year positive and increased Restricted Fund balance by $3.1 million. This variance was 
due mainly to carryover of projects to be completed in the following fiscal year. 
 
Public Health (Fund 0042) 
The Public Health Department ended the fiscal year positive in the amount of $4.1 million. This positive variance 
was the result of higher revenues than anticipated primarily from State FQHC and SBHI Pharmacy. This was offset 
by other State revenues such as Realignment and Motor Vehicle In-Lieu Tax being lower than anticipated. There 
were also savings on the expenditure side with $1.3 million in salary savings and savings in Services and Supplies. 
 
Social Services (Fund 0055) 
These Federal and State funded social safety net programs are among the largest in the County with expenditures of 
$140 million. In the recent prior fiscal years, the State distributed a significant amount of 1991 Realignment funding 
for prior caseload growth. This enabled the County to reduce the need for General Fund contribution to the 
department in FY 13-14 to $2.4 million, compared to $10 million in FY 12-13. In FY 13-14 the department was 
able use its fund balance to cover $7 million in expenditures and the county now has reinstated the General Fund 
contribution to this department for FY 14-15 in the amount of $7 million. 
 
Alcohol, Drug and Mental Health Services (Fund 0044, 0048, 0049) 
These funds ended the year positive $2.9 million generally due to salary savings related to the lag in hiring staff to 
fund significant program changes within the department and its funding sources.  
 
Flood Control District (Multiple Funds) 
The Flood Control District Funds ended the year with a positive $2.6 million due to property taxes exceeding 
budget estimates, salary savings and project fund carryovers. 
 
Affordable Housing (Fund 0064, 0065, 0066, 1940, 2270, 3122) 
The five affordable housing program funds decreased by a net $0.5 million. There were a number of complex 
transactions including the collection of a $1.8 million loan from the Isla Vista Loop Project and a new loan made to 
the Isla Vista Pescadero Lofts Project for $2.9. 
 
Fire Protection District (Fund 2280) 
The Fire Protection District ended the year with a positive change to fund balance in the amount of $3.2 million.  
Property Taxes were $1.8 million greater than budgeted revenue estimates and recovery from fire incidents was 
$1.4 million greater than budget revenue estimates. 
 
Capital Projects Funds (Funds 0030, 0031, 0032) 
The capital project funds decrease of $3.8 million was due to the expenditure of county funds for the design of the 
North County Jail. 
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Non Major Funds: 
IHSS Public Authority (Fund 0056) 
For the second year in a row, the IHSS Fund has taken in more revenue than its budget estimate and spent less on 
In-Home Supportive Services programs than its budget estimate and thus was able to increase its fund balance by 
$1.6 million. In FY 13-14 the program received significantly more 1991 Realignment Revenue than expected. In FY 
14-15 Social Services department plans to use fund balance to fund a portion of the annual operations. 
 
Court Activities (Fund 0069) 
The Court Activities Fund ended the year with a $1 million increase to fund balance. This was due to Fines, 
Forfeitures, and Penalties revenue coming in higher than anticipated and Administrative Service Charges being 
higher than anticipated. 
 
Water Agency (Funds 3050, 3060)  
The Water Agency ended the year with a $0.6 million increase to fund balance due to less professional services 
expenditures than budgeted. 
 
Workers’ Compensation Self Insurance (Fund 1911) 
The Workers’ Compensation Fund finished with a $6 million positive budget variance only because year-end 
actuarial adjustments to the liability were not budgeted. The total amount of retained earnings remained negative at 
$4.3 million which was an improvement over last year’s negative retained earnings of $8 million. Assets of $16 
million are not sufficient to pay long-term liabilities of $20 million identified in the most recent actuarial report. The 
plan to amortize the deficit over seven years may continue to cause rate increases to departments. The deficit 
recovery plan is currently ahead of schedule. The policies and rates will be reevaluated by the Risk Management 
Evaluation Team (RMET) in the next year due to the continuing changes in the liability. 
 
County Liability-Self Insurance (Fund 1912) 
The Liability Fund had a positive variance of $1.2 million and the fund increased its retained earnings from $4 
million to $4.4 million. Mid-year rate changes were made to adjust for this. 
 
Concluding Observations 
 
The financial results of operations for FY 13-14 reflect continuing improvement of County finances. With 
employment increasing and a recovery of the housing market the County can look past the great recession. The 
County was able to end the year with an $11 million increase in overall governmental fund balance. The State 
economic recovery and State tax increases also have had a positive effect on County finances. 
 
 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 moderately increased its General Fund cash position by 8% ending at $77 million and eliminated 
the need for a short-term borrowing (TRAN) for the next year. 

 Local unemployment is still declining and the real estate market has turned positive in terms of home sales, 
home prices and new construction. 

 The County continued to make a contribution to the Strategic Reserve by rolling over unassigned fund balance 
and ended the year at $24.2 million. The ending Unassigned fund balance was added to Strategic Reserve to 
bring the total to $27.6 million. 

 The County also ended the year with $3.1 million in the General Fund Contingency account and $2.3 million in 
General Fund Program Restoration account.  

 The County is entering the third year of project management, funding, accounting, administration, and reporting 
requirements in order to commence construction of the Northern Branch Jail for which the County secured an 
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$80 million AB 900 State funding grant and a $40 million SB 1022 grant. The County continues to set aside 
funding for the New Jail Operations account ($3.3 million in FY 2013-14). 

 The County FTE count was up 82.4 FTE in FY 12-13 compared to the prior year almost entirely in the Federal 
and State funded Social Service programs. 

 The dissolution of RDAs returned funds to the County because our County only had immaterial RDA pass 
through agreements in prior years. The County received both on-going and one-time funds related to the 
dissolutions. Currently there are two pending city lawsuits with the State Department of Finance that if adverse 
to the cities, could generate additional return of property taxes to the County. Amounts subject to dispute have 
not been recognized as revenue by the County. The on-going residual distribution is $5 million, up from $4.2 
million in the prior year. 

 FY 13-14 ended with an $11 million addition to Countywide fund balance. 

 The County implemented the complex and far-reaching California Public Employees’ Pension Reform Act of 
2013 (PEPRA), which became effective January 1, 2013. The County will have to enact additional PEPRA 
related milestones to the County funding plan for implementation in 2018 that are related to employer/employee 
cost sharing of retirement employer/employee rates. 

 The State’s finances have improved significantly and are impacting the County positively. Positive State 
revenue growth in sources that support the State funded programs related to Realignments 1991 and 2011 are 
strengthening the County finances for Public Safety and Health, Mental Health and Social Service programs. 


