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SUBJECT:   Fiscal Year 2009-2010 Year End Revisions and Financial Status Report 
 
 

Recommended Actions:  
That the Board of Supervisors: 
 

1) Approve budget revisions and transfers necessary to close the County’s accounting records for all 
County funds for the fiscal year ended June 30, 2010 (Fiscal Year 09-10). 

 
2) Accept and file, per the provisions of Government Code Section 29126.2, the June 30, 2010 

Financial Status Report showing the status of appropriations and financing for all department 
budgets adopted by the Board of Supervisors. 

 
Summary Text:  
1) Approval by the Board of the budget revisions and transfers necessary to close the County’s accounting 

records as of June 30, 2010. The revisions along with a summary are attached (Attachment A).  
 

The summary is a listing of the 34 budget revisions and transfers for Board approval. This will bring 
the total number of budget revisions to 278 for the fiscal year compared to 310 in the prior fiscal year. 
These current revisions and transfers consist of changes to designations, changes to contingency, 
unanticipated and unrealized revenue transfers and a few revisions to correct departmental overruns. 
Many of these transfers are ministerial, some are legally necessary and a number are done to 
accommodate proper accounting practices.  

 

2) Accept and file the June 30, 2010 Financial Status Report. The Financial Status Report is intended to 
give the Board an overview of the fiscal year (FY) 09-10 and provide the Board with a preliminary 
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review of the results of operations. The Comprehensive Annual Financial Report (CAFR) is being 
finalized and will provide audited results of the fiscal year. 

 
Background 
This has been a challenging fiscal year for the County. The Board and the Departments alike have had to 
make difficult decisions to cut expenditures and struggle with flat and declining revenues. This report will 
give an overview of the financial challenges and a glimpse of what to expect next year and in the upcoming 
years in our continuing efforts to provide efficient and excellent public service. 
 
Countywide Financial Status 
 
Economic Indicators 
 
Economic stress as a result of the recent recession is projected to continue through fiscal year 2010-11 in 
some economic driven segments of the County while a 2010 economic rebound has started in other 
segments. With three consecutive quarters of positive GDP growth it would appear the recession has 
officially ended at the national level, while recovery in California and Santa Barbara County lag the 
national trend. We see positive trends developing in the second half of fiscal year 2009-10 indicating an 
economic rebound in California and Santa Barbara County that started in January 2010.  Consumer 
spending, property turnover and tourism for the January to June 2010 period increased from the dismal 
comparative market period of last year. The real estate housing and labor markets have not shown much of 
a rebound yet, but appear to be nearing the bottom of the downturn. 
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Financial Indicators 
 
Most County tax revenues continued to decline for the first half of FY 09-10 with some then rebounding in 
the second six months of the fiscal year. For instance, the Proposition 172 Public Safety ½ percent sales tax 
declined 10% for the first six months year over year and then recovered 4% in the second half year over 
year, resulting in an overall 3% annual decline. This follows a 13% decline in the prior year.  Property 
transfer tax, typically a leading indicator for future growth in property taxes, increased 13%. Transient 
Occupancy Tax, while down for the year, increased 6% in the second half of the fiscal year. 
 
The taxes related to the real estate housing market, such as supplemental property taxes, continued to 
decline by 50% throughout the year. Property taxes are the County’s biggest source of revenue. The growth 
rate continued to decline with only a 1% increase in tax for FY 09-10. In FY 10-11 there was a negative 
inflation adjustment required by Proposition 13 and the growth rate will be only 0.4% for FY 10-11. We 
believe a recovery in housing value began in January 2010 and the County should see a 1% to 2% growth 
rate for FY 11-12 barring unforeseen events. 
 
The economy is driving the treasury pool earnings rates to the lowest amounts ever recorded in the last 30 
years with only a 1.25% average rate of return for the year. On the other hand the County’s short term bond 
borrowing rate was only 0.5% and the County issued long-term 30 year Economic Recovery Zone bonds 
that include a 45% federal subsidy at a net effective interest cost of 3.8%.  
 
The following chart depicts countywide annual revenues and expenditures over the last five years. Even 
though revenues showed a decline for the fiscal year there was a corresponding decrease in expenditures 
causing the revenue results to come in slightly above expenditures in total.  
 

Countywide Financial Status Summary 
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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.  
 

 
 
The County’s governmental funds were able to maintain their financial position for fiscal year 2009-2010. 
Similar to last year, expenditures of $732.6 million ended up virtually even with revenues of $734.4 
million for the governmental funds. The fund balance for the governmental funds overall was stable from 
an operations standpoint with an increase of $21.5 million due to proceeds from the issuance of debt in the 
amount of $20.5 million and $1 million due to expenditure savings.  
 
In the 09-10 fiscal year, revenues were flat with a 0.1% decrease compared to the prior year’s overall 
increase of 3%. The most significant revenue source, taxes, declined by 0.5% in secured property tax 
growth, offset by increases in Property Transfer Taxes for the year. Other significant changes in revenue 
were a $2.6 million decline in interest/investment earnings due to low interest/investment earning rates 
offset by a $3.8 million increase in Intergovernmental Revenue received generally due to ARRA. 
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Expenditures remained flat with increases in Public Assistance offset by decreases in Policy & Executive, 
Public Safety, Community Resources & Facilities, General Government & Support Services, and General 
County Programs. 
 
In the Governmental Funds, Salaries and Benefits increased by 2.8% or $11.8 million. While the General 
Fund Salaries and Benefits decreased overall by approximately $600 thousand due to position cuts, the 
social safety net departments increased by $4 million in Social Services, $3.7 million in Public Health, and 
$2 million in Alcohol, Drug and Mental Health Services. The major increases by expenditure type were 
$9.2 million in Retirement Costs, $7 million in Regular Salaries and Extra Help, $2.2 million in Health 
Insurance Costs, and $400 thousand in Unemployment Insurance Costs. These increases of approximately 
$18.8 million were partially offset by reductions in Overtime Costs of $3.8 million and Workers 
Compensation Cost reductions of $3.4 million.  
 
The Salary Cost increases were due to COLAs previously negotiated offset by an actual reduction in the 
number of employees (or FTE count). There was a net reduction of FTEs.  There was a reduction of 140 
FTEs countywide covering most departments except for Social Services which added 82 FTEs for ARRA 
related employment programs as shown in the Countywide FTE count table below. 
 
Countywide Average FTE Count for FY ended 6/30/2010 
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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 unreserved, undesignated fund balance of $643 thousand 
(down by $1.4 million from the previous year). Overall though, there was a net increase to reserves and 
designations of $4.6 million in FY 09-10. This net increase was made up of a $6 million increase in 
designated reserves offset by the $1.4 million decrease to unreserved/undesignated as noted above. This is 
in spite of the flat revenue growth for County general taxes. The majority of the increase to reserves and 
designations was in the Audit Exception Designation ($3.5 million set aside for ADMHS audit settlements, 
$2 million transferred from the Social Services Fund, and $1.1 transferred from the Tobacco Endowment 
Fund for the Public Health and Social Services MISC contingent liability). Attachment C updates the 
General Fund Designation Detail from the FY 2010-11 Recommended Budget (page D-526) showing the 
year end results of the primary discretionary non-departmental General Fund designations.   
 
General Fund revenues stayed mostly flat with a 0.3% decrease over the previous year in revenues overall. 
Total tax revenue in the General Fund was flat for the year but there was an increase in the last half of the 
year in sales tax, transient occupancy tax, and property transfer tax. Increases in these taxes can be leading 
indicators of impending increases in other tax sources such as secured property tax. The FY 10-11 growth 
rate in secured property taxes is budgeted to be only 0.4% and is projected to increase again in FY 11-12. 
 
Salaries and Benefits comprise 78% of financial uses in the General Fund and stayed flat with a 0.2% 
decrease over the previous year. Increases in both retirement and health care costs were offset by decreases 
in overtime and workers compensation costs. The trend of expenditure growth exceeding revenue growth 
that had been occurring over the last few years is reversing with a decrease in expenditures of 3% due to 
FTE reductions and leaving vacancies unfilled. 
 
The cash balance of the General Fund is similar to last year with a slight increase (5%) over the previous 
year. 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. This year’s note was 
issued at an interest cost of less than 0.5%.  
 
The following chart compares the actual results to budget for FY 09-10. As depicted in the chart, revenues 
in the areas of Intergovernmental Revenue-Federal, Intergovernmental Revenue-State, and Charges for 
Services were less than budgeted. This was offset by expenditures also being less than budget mainly in 
Services & Supplies and Salaries & Benefits. The large variances in Other Financing Uses and decreases to 
Reserves/Designations are related to the non-release of the reserves for the Mental Health liability. Overall 
the net change to reserves and designations was a positive $4.6 million. 
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 This chart below illustrates that cost cutting measures in the General Fund have been effective in bringing 
the expenditures more in line with the revenues. Property tax growth is budgeted to remain modest thereby 
keeping the pressure on future expenditure reductions. The County in its FY 10-11 proposed budget has 
reduced positions, budgeted for certain wage concessions, and reduced service levels.  
 

Financial Status Summary 
General Fund
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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 (see the Uses Variance column). The causes of the negative Net Financial Variances in 
the General Fund Departments listed on the Report are described here in further detail below. 
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The “Sources Variance” column compares the budgeted revenue sources to the actual results. This should 
be compared to the “Uses Variance” column (budgeted expenditure uses compared to actual results) at an 
individual departmental level. In most cases where there was revenue decline, the department was able to 
cut costs enough to cover the revenue being less than expected. The four departments that were not able to 
cover the negative revenue variance are detailed below. 
 
Probation 
Probation has been mostly impacted by its Federal Revenues being less than budgeted. The main Federal 
Revenues coming in less than expected were the CWS Title IV Program, the TANF Temp Assistance to 
Needy Families Program and the ARRA Funding. The department was able to cut expenditures by $600 
thousand to help offset the problem but still ended with a negative $1.2 million. 
 
Public Health 
The Animal Control Division of the Public Health Department experienced a lower volume of pet license 
renewals and pet adoptions than anticipated in FY 9-10. This along with reduced revenues resulting from 
renegotiated contracts with the cities of Lompoc and Santa Maria contributed to the $38,000 shortfall in net 
financial impact.  
 
Parks 
The Parks Department actual revenue came in 10% less than budgeted with almost $800,000 in negative 
revenue variance. Contributing to declining revenues was the loss of State Oil Royalty, with the largest fee 
decline in camping hook ups.  Additional delineation of the fee types will need to be completed during FY 
10-11.  The Parks Department is conducting a business planning process including a revenue plan that will 
assist in determining the appropriate budget levels.  The budget in FY 10-11 has included the loss of 
certain revenue streams and increases made to fee structures which should help level the revenue variance. 
The Parks Department was able to absorb a portion of the negative revenue variance ($330,000) with 
expenditure reductions and designation releases but still ended with a negative $463 thousand. 
 
General County Programs 
The large variances in General County Programs was due to an anticipated $10 million transfer to ADMHS 
for outstanding liabilities. This liability payment did not come due in FY 09-10 but remains a liability and 
thus is anticipated for FY 10-11 or beyond. The $1 million net negative use variance is a result of not 
completing the planned designation release from the Strategic Reserve.  Departmental savings made it 
possible for the Fund to end the year positive without the use of Strategic Reserve.  The Strategic Reserve, 
accounting for this savings and other year-end changes, shows a $21 million balance as of June 30, 2010 
and a projected balance of $14 million (see Attachment C) as of June 30, 2011.  
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Annual Status Report for Other Funds 
 
Federal Stimulus Funds 
It should be noted that the County received approximately $15.7 million in Federal Stimulus Funds for FY 
09-10 as displayed in the following table.  However, some of this Federal Stimulus money replaced 
reductions in State sources and some of these dollars are for one-time projects. As the stimulus dollars 
sunset the expectation is that the State funding dedicated to these programs will be restored. The intention 
of the stimulus funds was to assist both the State and local governments through the downturn in the 
economy by subsidizing funding, creating jobs or funding capital projects (i.e. road repairs). 
 

 
The following funds are major special revenue funds or have significant variances that are worth noting 
here. See Attachment B for all funds. Variances for funds such as the Road Funds, Flood Control District 
and Zones, the RDA Funds, and Laguna Sanitation are a result of the project nature of the funding where 
funding is reappropriated in future fiscal years to align with the project completion.  
 
Fund 0042 – Public Health 
This complex $77 million operation again performed extremely well balancing its budget and not drawing 
on reserves. It also transferred $1.1 million from the Tobacco Endowment to the General Fund Audit 
Reserve for potential prior year MISC liabilities (see Attachment C). 
 
Fund 0044, 0047, 0048, 0049 – Alcohol, Drug and Mental Health Services 
The large negative variance of $12.7 million in Fund 0044 is mostly due to the budgeted transfer from the 
County Audit Exceptions designation for prior period settlements that are still outstanding. A transfer is 
only actualized once the liability is settled. An on-going concern with the Mental Health Programs is the 
large revenue accruals for Medi-Cal and related Federal and State reimbursements. The FY 09-10 accruals 
of $26 million represent approximately 34% of the program’s $72 million in expenditures. The difficulty in 
estimating these accruals is that it is based on an estimate of units of service delivered and then an estimate 
of the cost of delivering that unit of service. The State then takes two years to settle the units of service 
delivered and five years to settle the costs of those services. 
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On a positive note for the Mental Health Department the MHSA Fund has a $5.7 million prudent reserve, a 
current designation of $5.2 million, and has received deferred revenue for FY 10-11 of $5.7 million.  
Unlike the Adult Mental Health fund (0044), with a negative fund balance of $12.7 million, the MHSA 
Fund has a fund balance of $10.9 million. 
 
Fund 0055, 0056 – Social Services and IHSS Public Authority  
These Federal and State funded social safety net programs are among the largest in the County with 
expenditures of $128 million. The Social Service Fund transferred $2.1 million to the General Fund Audit 
Designation for potential prior year MISC liabilities (see Attachment C).  
 
Fund 2280 – Fire Protection District  
The Fire Protection District ended the year with a positive $1.7 million variance. There was a lower than 
anticipated transfer necessary to the Fire Department in the General Fund due to expenditure reductions in 
the Fire Department. 
 
Fund 1930 – Resource Recovery & Waste Mgt Fund 
The Resource Recovery & Waste Mgt Fund had large variances in both revenue and expenditures ending 
with a net positive variance of $1.2 million. The revenues and expenditures both have decreased as a 
function of the current economic conditions. It is typical that during poor economic conditions, there is less 
need for trash services/tipping fees as people are throwing away less and as construction debris is less. The 
fund also had additional expenditure savings which lead to a positive net financial impact.  
 
Fund 1940 – Municipal Energy Finance Program  
The Municipal Energy Finance Program finished with a positive $996 thousand due to a delay in program 
startup expenditures. 
 
Fund 1900 – Vehicle Operations/Maintenance  
The Vehicle Fund ended with a positive $1.2 million variance due to equipment expenditures being less 
than anticipated. 
 
Fund 1911 – The Workers’ Compensation Self Insurance Fund  
The Workers’ Compensation Fund finished with a $2.7 million positive variance because of higher than 
anticipated CSAC Excess Insurance reimbursements. 
 
Fund 1912 – County Liability-Self Insurance Fund  
The Liability Fund had a positive variance of $868 thousand due to less than anticipated General Liability 
Paid Losses. 
 
 
Conclusions 
Considering the economic downturn during the last couple of years, the County was able to end the year in 
a sound financial position.  
 
The County budget and finances dominated the headlines throughout FY 09-10 and the budget adoption 
process for FY 10-11. Pension fund investment losses have caused significant increases in unfunded 
pension liabilities driving significant rate increases for retirement funding. This issue coupled with wage 
increases and health care benefit costs created large County funding gaps. The County eliminated or left 
unfilled 140 full-time equivalent positions (FTE) in FY 09-10 and budgeted to cut 170 additional FTE in 
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the proposed FY 10-11 budget. The County negotiated $11 million in wage concessions (mostly deferred 
salary increases) for FY 10-11. The County instigated a retirement incentive program at a cost of $7 
million in order to create vacancies in FY 09-10 and reduce expenditures in FY 10-11. The federal 
government has provided one-time stimulus dollars for road projects, social service programs and mental 
health programs. FY 09-10 ended without a year-end draw on reserves and FY 10-11 is balanced with 
relatively large projected draws on designated fund balances. 
 
There are numerous challenges in the FY 10-11 budget and beyond. Many of these are included in the 
annual Fiscal Issues Report.  Three additional issues for this year’s report will be the cost to the County of 
the national healthcare reform, the cost of providing service to the indigent, and the impact of a potential 
change by the Board of Retirement of its assumption rate.  Developing a FY 11-12 balanced budget will 
again require cost reductions, maintaining vacancies, expenditure reductions, reduced service levels, and 
use of reserves and designations.  These will be partially mitigated by the projected mild economic 
recovery that will provide some revenue growth. 
 
The State continues to have a structural deficit and could impact the County negatively in the upcoming 
months and years. The State has once again started the year without a budget so the impact the State 
financial issues will have on the County are yet to be determined. The Board will be presented with an 
update on the issue once more information is available. 
 
Auditor-Controller Editorial 
Mike Brown the County of Santa Barbara CEO will retire October 31, 2010. I am proud to have worked closely with 
Mr. Brown and the CEO staff for the 14 years he has led Santa Barbara County. We started off by implementing his 
vision of a performance based budget model. We pushed the adoption of budgets to June prior to the start of each 
fiscal year. We produced and loaded each budget timely, monitored promptly and were able to raise the County’s 
credit rating to the highest in the State. We had few differences, plenty of shared vision and a lot of satisfaction for 
the accomplishments of the organization during his tenure. I’ll miss his wisdom, candor and camaraderie. I am proud 
of his accomplishments for the County of Santa Barbara. In addition to Mike’s retirement, 9 of the 22 other 
department head positions will have turned over during the period July 1, 2009 to December 30, 2010 creating a time 
of transition for the County. 
 
 
Attachments:  

1. Attachment A – Budget revisions 
2. Attachment B – Projected Annual Status Report – by Fund Type 
3. Attachment C – General Fund Designations Detail 
 


