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SUBJECT: FY 05-06 Financial Status Report #4 and State Budget Update 

Recommendations:

That the Board of Supervisors set a hearing (30 minutes) on August 15 to:  

A. Accept and file, per the provisions of Government Code Section 29126.2, the end of fiscal 
year (FY) 2005-06 Financial Status Report (report as of June 30, 2006) showing the 
status of appropriations and financing for all department budgets adopted by the Board of 
Supervisors.

B. Receive a report on impacts of the Adopted Fiscal Year 2006-07 State Budget on the 
County’s FY 2006-07 Adopted Budget. 

Alignment with Board Strategic Plan:  An efficient government able to anticipate and 
respond effectively to the needs of the community.

Executive Summary

The County’s financial performance for the 2005-06 fiscal year was very positive overall and 
also positive for most individual funds.  The General Fund ended the fiscal year with an 
unreserved undesignated fund balance of $16.2 million.  Only $1.3 million of this amount 
was used to finance on-going operations.  The balance, or 14.9 million, has been set aside 
for one-time expenditures or reserves.  All other County funds ended the year with a 
combined net positive $15.1 million balance.  Some specific items of note: 

The Road Fund, which had been a concern all year, finally received pending 2005 
Storm reimbursements and ended the year with $4.4 million in cash.  It had started 
the year with zero cash. 
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As the Board will recall, our long-term financial projections have shown a future year 
deficit with one of the key factors being the continued use and eventual depletion of 
the Public Health fund balance for operations.  The department had anticipated using 
$1.5 million of its fund balance for operations in FY 05-06, but actually ended the year 
adding to its operating fund balance by $140,000.  At this point it is not clear whether 
this is only a pause in a long-term trend of operating deficits (the FY 04-05 deficit was 
$1.3 million) or, more hopefully, reflects new stability in the relationship of costs and 
revenues for this fund.  This development will, at least, move the projected fund 
deficit farther out in our five year projection. 

The unreserved undesignated fund balances also increased in both the Social Services 
fund (by $739,000 to $1.5 million) and its In-home Supportive Services fund.  Both 
were unexpected based on 3rd quarter estimates. 

Finally, the Workers Compensation fund’s financial position also improved by $2.1 
million (from a negative $8.8 million to a negative $6.7 million), allowing us to keep 
FY 06-07 rates charged to departments the same as rates for fiscal year 2005-06. 

The adopted FY 06-07 State Budget appears to continue the funding policies of the FY 05-06 
budget and contains none of the new costs or “takeaways” that characterized State budgets 
in recent years. 

Discussion: 

The presentation proceeds as follows:  Section A reviews the financial status of the 
County’s funds as of 6/30/06.  The first part of this section looks at the General Fund, both 
departments and discretionary revenues, and the resulting General Fund fund balance.  The 
second part reviews all other County funds.  Section B provides information on the FY 2006-
07 State Budget.   

A. Financial Status Report as of June 30, 2006.  

Staff has conducted Monthly Projection (MOPRO) meetings with departments during which 
their actual performance was compared to their adjusted budget for the 2005-06 fiscal year.  
The following narrative highlights major positive variances (positive differences between 
budgeted and actual amounts) and net negative variances for: 1) Departments in the 
General Fund as shown in the Projected Annual Status Report, General Fund (Attachment A) 
and 2) non-General Fund departments and funds other than the General Fund as shown in 
the Projected Annual Status Report, by Fund Type (Attachment B).   

County General Fund 

Department Summary (excluding General Discretionary Revenues) 

Overall, departments ended the year with a net favorable balance of $2.4 million.  
Expenditures were $12.8 million less than budgeted and revenues were $10.4 million less 
than budgeted.  In departments with large variances, lower revenues were the result of 
lower expenditures that offset each other.  This is illustrated by the Clerk-Recorder-
Assessor’s budget as described in the following section. 
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Status of Departments 

Using the Projected Annual Status Report (attachment A) as a reference, those 
departments with positive variances between budgeted and actual amounts over 
$400,000, or negative variances of any amount as of year-end are: 

Clerk-Recorder-Assessor.  The department ended the year over its General Fund 
Contribution (GFC) budget by a net of $24,000.  The negative impact was entirely in the 
Elections Division where the GFC was $789,000 higher than budgeted as the result of the 
Governor calling a special election in November 2005.  While the General Fund paid for the 
cost of the Special Statewide Election, the other financial effect of this election was to 
reduce the amount of money the Elections Division could charge to other local 
governments, resulting in a revenue loss of $814,000.   

The revenue loss in Elections was almost offset by a $749,000 increase in the Assessor 
Division attributed primarily to a $672,000 increase in administrative fees collected for 
Supplemental Property Tax billings (for more information on this latter income see the 
following section on General Fund Discretionary Revenues. 

While the net variance was small, there were large revenue and expenditure variances that 
offset each other for the fiscal year.  These variances were the result of 1) meeting Federal 
voting requirements while at the same time spending significantly less on equipment, $2.3 
million, than budgeted and 2) not moving ahead with the $725,000 Clerk-Recorder storage 
project.

Department Revenue Variance Expenditure Variance Net 

Clerk-Recorder-Assessor -$3,867,672 +$3,843,236 -$24,436 

Treasurer.  This department’s $481,000 net positive variance is primarily due to salary and 
benefit savings of $363,000 as the department had vacancies in both its executive 
(investment manager) and clerical levels. 

General County Programs.  The department ended the year with a net positive variance of 
$676,000.  There were two primary factors: 1) Implementation was delayed on the 
Countywide Geographic Information System, budgeted at $395,000, pending completion of 
a strategic review.  Also, interest expense on the County’s short-term borrowing was 
$278,000 less than anticipated.  

Status of General Fund Discretionary Revenues 

At year-end, discretionary revenues were $13.79 million more than the adjusted budget 
of $169.31 million.  An astonishing number when compared to recent years.  The 
following table and analysis focuses on revenue sources that were more than $1 million 
over their estimated numbers.  Table 1 compares budgeted, estimated, and actual 
numbers for select revenue sources. 

Due to recent State legislation, the County General Fund now receives property tax 
revenue in lieu of vehicle license fees.  As shown below, during FY 05-06 the County 
received additional revenue from this source because the State had underestimated total 
statewide collections for the FY 04-05 base year.  As a result the County received both 
one-time revenue for the FY 04-05 underpayment and additional on-going revenue for FY 
05-06; a total of $5 million.  Near the end of FY 05-06 $3 million of the $5 million was 
appropriated to the litigation designation. 
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Table 1: FY 2005 06 Discretionary Revenue Variances 

(Dollars in Millions) 

Source
2005-06
Adopted

2005-06
Adjusted

2005-06
Estimated 

2005-06
Actual

Variance:
Adjusted
vs. Actual 

1. Property Tax In-lieu of VLF $31.1 $34.1 $36.1 $36.1 +$2.0 

2. Supplemental Tax 4.4 4.4 8.2 9.6 +5.2 

3. Property Transfer Tax 3.4 3.4 4.4 4.4 +1.0 

4. Interest Earnings 2.0 2.3 2.2 3.2 +1.2 

Totals     +9.4 

Supplemental tax revenue remained well above our estimates.  We have seen a steady 
increase in Supplemental Tax Revenues over the last three years (FY 03-04 was $3.9 
million, FY 04-05 at $6.7 million and FY 05-06 at $9.6 million.  These increases reflect 
both the significant appreciation in home prices as well as the Assessor becoming more 
current in their processing of supplemental events (see Table 2, below).  For FY 06-07 we 
are expecting a significant decrease in revenue due to a projected 20 to 30% reduction in 
the number of sales, a slowing of appreciation and only a modest further decrease in 
days to process supplemental events.  Three year trends are shown below. 

Table 2:  Variables Affecting Supplemental Tax Revenues 

Fiscal Year 

Average number of 
days to process a 
supplemental event 

Total number of 
Supplemental bills 
per year 

Average Supplemental 
amount billed 

2003-04 215 1,348 $1,234 

2004-05 197 1,424 $1,813 

2005-06 124 1,313 $2,248 

Property transfer tax revenues remained higher than estimated, however recent numbers 
confirm a decline in the number of taxable property transfers. 

Finally, interest earnings were significantly higher due to Federal Reserve policy 
increasing interest rates and increases in average daily cash balances. 

Fiscal Year-end Fund Balance for the County General Fund  

The net positive dollar variances in department budgets and discretionary revenues 
resulted in a year-end fund balance of $16.2 million.  This total was $4 million more than 
our proposed budget estimate of $12.17 million.  As a result, when all budget resolution 
allocations are accounted for, the Strategic Reserve, as shown on Table 3, totals $29.2 
million which is $4.2 million more than the $25 million goal originally established in the 
FY 1997-98 proposed budget.  A new goal will be recommended when Budget Principles 
are presented to the Board this Fall.  
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Table 3: County Strategic Reserve  

Strategic Reserve as of 
6/30/06

Strategic Reserve as of 
7/01/06

Strategic Reserve 
Goal

$21.979 million* $29.279 million $25.0 million 

*Includes $1.1 million loan for Isla Vista land purchase. 

Special Revenue Funds and Other Funds 

Summary and General Fund Impact 

Overall, these funds ended the fiscal year with a net favorable balance of over $15 
million.  Of the funds reported here with potential General Fund implications, the Social 
Services Fund ended with a positive $1.5 million variance and the Public Health 
Department’s use of its fund balance for operations turned from a $1.5 million draw to a 
$140,000 operating surplus.  The Workers Compensation Fund continued to reduce its 
deficit and rates to departments for FY 06-07 will be unchanged from FY 05-06.   

Fund Detail 

Using the Projected Annual Status Report (attachment B) as a reference, those 
departments with positive or negative variances between budgeted and actual amounts 
over $500,000 as of year-end are: 

Children and Families First (Fund 0010).  This fund, which is a division of the County 
Executive Office, ended the year with a net positive variance of $855,000.  The variance is 
primarily on the expenditure side with non-profit contractors spending $347,000 less than 
budgeted and a late start to the new “Healthy Kids” initiative for children aged 0-5 resulting 
in expenditures being $100,000 less than budgeted.  

Capital Outlay (Fund 0030) ended the year with a net positive $573,000 variance.  This 
fund includes departments with capital projects and, in FY 05-06, there were a total of five 
departments.  There was a $616,000 positive variance in the Park Department as most 
funding for projects at Waller Park, Jalama Beach, and Cachuma were not used and 
rebudgeted for use in the FY 2006-07. 

Public Health (Fund 0042).  This fund ended the year with a positive $344,000 net 
variance.  This amount is less than our threshold, however, looking beyond this net number 
reveals an important fact that needs to be presented: While the department budgeted 
using $1.5 million of its fund balance to finance operations in FY 05-06 ($1.3 million was 
used for operations in FY 04-05), the fund in fact ended the year with a slight, $140,000 
increase, to its operating fund balance.  Revenue increases, primarily in the form of higher 
reimbursement rates for FQHC (Federally Qualified Health Center) Medi-Cal costs and 
larger numbers of Medicare patients were the primary contributors.  This positive result 
could have important long-term implications for the health of the fund and the future need, 
as shown in recent 5 year forecasts, for increased General Fund allocations in future years.  
It is too early to tell whether the FY 05-06 results represent a new level of cost-revenue 
stability or a one-time pause in a longer term trend of annual deficits. 

Social Services (Fund 0055).  This is the primary operating fund for the Social Services 
Department.  The fund ended the year with a net positive variance of $1.5 million.  
Transfers to the In-Home Supportive Services (IHSS) fund, which were $1 million less than 
anticipated, was the primary source of these savings.  In the IHSS fund itself, provider 
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salary and benefit costs were $947,000 less than anticipated.  The department indicates 
that this mostly reflects lower than anticipated enrollments for IHSS health benefits.  In 
addition to the IHSS savings, anticipated increases in cash assistance payments did not 
materialize.  Reasons for this difference are still being analyzed by the Department.  This 
analysis is important because anticipated cost increases led to higher General Fund 
contributions in the FY 06-07 budget. 

Flood Control District (Fund 2400), Santa Maria Flood Zone (Fund 2560), South Coast Flood 
Zone (Fund 2610), and Water Agency (Fund 3050). 

o The Santa Maria Flood Zone ended with a $1.18 million positive variance, with 
$772,000 of that amount being from a developer for their share of a recent flood 
control project.

o The South Coast Flood Zone ended with a $5.0 million positive variance.  The zone 
received $3.3 million in Federal and State disaster reimbursements of prior year 
costs.  Expenditures on projects were $3.2 million less than budgeted due to 
projects being completed under budget (Carpinteria Marsh was $300,000 less than 
budgeted) and not starting ($400,000 not spent on Mission Creek due to delays by 
the U.S. Corps of Engineers in securing Coastal Commission permits.  As a result, 
$1.6 million in planned designation releases did not occur. 

o The Water Agency ended with an $869,000 positive variance.  There was a 
significant amount of under-spending with only 51% of the budget actually spent.  
The department attributes this to staffing vacancies which caused both projects 
and professional services contracts to be delayed. 

Resource Recovery and Waste Management (Fund 1930).  This fund is also managed by the 
Public Works Department.  While the fund ended the fiscal year with a negative $1.3 million 
variance, the figure is due to enterprise fund accounting methods and not to unforeseen 
financial problems.  Retained earnings are being used to fund planned capital costs. 

Laguna County Sanitation (Fund 2870).   This fund is also managed by the Public Works 
Department.  The fund ended the year with a net $584,000 negative variance.  After 
sorting through the retained earnings accounting and setting aside connection fees 
revenues (reserved for future capital projects) it appears that the fund ended the year with 
an operating loss of approximately $325,000.  Retained earnings were used to fund 
unanticipated expenditures.  Depreciation expenses were $70,000 more than the adopted 
budget and utility costs were $64,000 more due to under-budgeted natural gas costs.  
There were also other one-time expenditures including a consultant’s review of the 
District’s operations 

Vehicle Operations and Maintenance Fund (Fund 1900) ended the year with a negative $1.6 
million variance.  However, the impact is distorted by a change in accounting procedure.  
The budgeted draw on retained earnings was $2.9 million; the actual draw was $1.6 
million.  The fund’s overall financial health improved in FY 05-06. 

Workers Compensation Fund (Fund 1911) ended the year with a $3.4 million net positive 
variance.  Again, due to a change in accounting procedure, this translates to an end of year 
improvement in the fund’s financial condition by $2.1 million (from a negative $8.8 million 
to a negative $6.7 million).  Savings included lower disability payment costs ($708,000), 
lower medical ($463,000) and lower excess insurance premium payments due to favorable 
claims history ($100,000).  Cost increases included costs of future claims ($696,000 based 
on actuary review) and costs of fraud investigation and medical evaluation ($195,000).   
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Comments on Other Funds 

Road Fund (Fund 0015).  This fund is managed by the Public Works Department.  We would 
normally not comment on a fund that ended the year with a net positive variance under 
$2,000.  However, the Board will recall that that during the year we were very concerned 
about receiving Federal Highway Administration funds for 2005 storm work.  When this 
money was received it was credited to FY 2004-05.  Hence the small variance in FY 05-06.  
Where the impact shows is in the fund’s balance sheet.  The Road Fund started the year 
with zero cash; it ended FY 2005-06 with $4.4 million in cash. 

Alcohol, Drug, and Mental Health Services (ADMHS) (Fund 0044).  The fact that the fund 
ended the year with a small net positive variance of $31,000 masks the fact that budget 
revisions totaling $2.4 million were processed at the close of the fiscal year to offset 
revenue losses with available fund balance.  Revenue from Charges for Services, primarily 
Medi-Cal revenue, was $4 million less than the adjusted budget.  The department 
understands that, based on its FY 05-06 performance, its FY 06-07 revenue estimates are 
too high and that it will need to control costs in order to not have another significant loss in 
fiscal year 2006-07.   

Coastal Resource Enhancement Fund (Fund 0063).  This fund is managed by the Planning 
Department.  We would normally not comment on this fund either.  However, during FY 05-
06 only $379,000 out of the $1.5 million allocated to projects was spent.  The unspent 
amounts, as well as the designation releases to support the expenditures, were rebudgeted 
for FY 06-07.  The fund’s unreserved, undesignated fund balance grew from $20,000 at the 
beginning of the year to $305,000 on June 30, 2006. 

B. State Budget Impacts 

This years State Budget, which was signed by Governor Schwarzenegger on June 30, 
provides increased funding for a number of County departments and programs.  Following is 
an overview of the most significant impacts of the State Budget on Santa Barbara County: 

Transportation Funding - The Legislature and Governor approved the early payback of $1.4 
billion in Proposition 42 Transportation Funds.  The State suspended payment of Prop 42 
funds, to cities and counties, in fiscal years 2003-04 and 2004-05 to minimize the State’s 
Budget deficit.  Of the total $1.4 billion, $220 million is for local streets and roads of which 
Santa Barbara County will receive approximately $2.7 million.  These funds represent the 
balance owed to Santa Barbara County and are critical to the maintenance of local streets 
and roads.    

Proposition 36 Funding - The State Budget includes an additional year funding for Proposition 
36 (the Substance Abuse Crime Prevention Act).  Prop 36 was passed by a ballot initiative in 
November 2000.  It provides for the treatment of first or second time non-violent adult drug 
offenders who use, possess, or transport illegal drugs for personal use.  The voter initiative 
included startup funding for these treatment services through FY 2005-06, but beginning in 
FY 06-07, Proposition 36 funding is subject to an annual State Budget appropriation.  There 
was some concern that the Legislature may not approve the annual appropriation, however, 
Counties would be required to continue to provide services as mandated by the voter 
initiative.  Santa Barbara County receives approximately $ 2 million in Prop 36 funding.  

In other areas, the State Budget will also provide for enhanced funding and service levels.   

Public Safety - The State Budget includes several increases in funding for various Public 
Safety programs.  An increase in funding for the Citizens’ Option for Public Safety (COPS) 
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and Juvenile Justice Crime Prevention Act (JJCPA) funding could provide increased funding 
for both the Sheriff and Probation.  In addition, Probation may be eligible to receive funding 
from the Mentally Ill Offender Crime Reduction Grant and from the Juvenile Justice 
Community Reentry Challenge Grant.  The County has receive MIOCR and Challenge grant 
funds in the past, but for the past several years, the State has not funded these grant 
programs.  Similarly, the District Attorney will receive a portion of increased funding for 
Vertical Prosecution Programs resulting in additional $70k.  Finally, the State Budget 
provides increased funding for the cost of housing state prisoners in county jails.  While none 
of these increases are significant individually, collectively, and in comparison to recent State 
Budgets where the County was constantly fighting funding reductions, the additional funds 
are significant. 

Health and Human Services - It appears State funding for Social Services, Public Health, and 
Alcohol, Drug and Mental Health, will remain relatively stable in FY 2006-07.  Social Service 
is anticipating an increase in funding for Child Welfare Services and a potential decrease in 
CalWORKs funding.  However, they have not yet received their final allocation letters from 
the State.  Public Health also believes their State Funding will remain stable with the possible 
addition of some one-time grant funding for Disaster Preparedness and Response.   

Other State Budget / Funding issues - The adopted State Budget did not include funding for 
the 2004 Special Election, nor did it reinstate funding for the Property Tax Administration 
Program.  Legislation to reimburse the County for the cost of the Special Election is pending.  
In addition, the Legislature is continuing to work with the Statewide Assessors Association to 
develop an improved Property Tax Administration Program. 

Finally, the State Budget includes an alternative jail booking fee program and funding 
mechanism which will become effective in FY 2007-08.  For FY 2006-07, the Budget includes 
$35 million which the State will allocate to Cities to backfill their booking fee costs.  Effective 
in FY 2007-08 Counties will receive an allocation directly from the State for the cost of City 
bookings.  These funds will be deposited in an account the County will be required to 
establish for local detention facility revenues which may be used for the operation, 
renovation, remodel, reconstruction, and new construction of local jails. A new jail access fee 
would be authorized for a narrow universe of violations (municipal code violations and 
limited misdemeanors), but could only be applied if a jurisdiction exceeded its historic level 
of arrests for the eligible types of offenses. 

Mandates and Service Levels:  As indicated and described in the text of the letter. 

Fiscal and Facilities Impacts:  Actual, estimated and hypothetical impacts are stated in 
the text of the letter. 

CC:   All Department Heads 
 CEO Deputies/Assistants 
 CEO Analysts 
 Employee Organizations 

Attachment A – Projected Annual Status Report for the General Fund 
Attachment B – Projected Annual Status Report for Special Revenue Funds and Other Funds 
Attachment C – Powerpoint Presentation  










