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Robert W. Geis, CPA, Auditor-Controller 
Chandra L.Wallar, County Executive Officer  

 Contact Info: Julie Hagen, CPA, Chief Deputy Controller x2126 
Jason Stilwell, Assistant CEO/Budget Director x3413 

SUBJECT:   Fiscal Year 2010-2011 Year End Financial Status Report 
 
 

Recommended Actions:  
That the Board of Supervisors: 
 
Accept and file, per the provisions of Government Code Section 29126.2, the June 30, 2011 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 fiscal year (FY) 10-11 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. 
 
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 staffing. This report will give an overview of the financial 
challenges and a glimpse of financial trends in the upcoming years in our continuing efforts to provide 
efficient and excellent public service. 
 
Economic Indicators 
The UCSB economic forecast publication of May 2011 includes the following observations about the 
economy. “The so-called great recession did indeed hit hard especially in terms of the labor market. 
Although there are some signs that the economy is recovering, it is doing so very slowly. It is unlikely we 
will feel that we are out of the recession until employment begins to pick up. Unfortunately that does not 
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look like it will happen anytime soon. Also everyone knows, the housing market experienced a large drop 
in sales and prices. In summary, the economy suffered large declines that have affected job prospects, 
wealth, and entrepreneurship. The recession has been much deeper and lasted much longer than is typical 
of recessions since the Great Depression. The problem with this economic cycle is that the recovery seems 
to still be in the offing. Employment, house prices, and house sales remain fairly flat.” 
 

 
 
Typically it seems that Santa Barbara County lags in the economic recovery cycle both in participating in 
the downturn and then the upturn. So with seven quarters of positive GDP growth we are seeing positive 
signs of slow growth. However, as noted in the economic forecast, unemployment remains high and the 
real estate market is struggling in terms of home sales, home prices and new construction.  
 
The other factor that is different in this recession is the financial losses in our pension fund investments in 
2008 and 2009 that drove up pension contribution rates significantly for the employer. On the other hand 
we have had a bounce back in pension fund investment earnings in 2010 and 2011 that may mitigate 
additional large increases in the employer contribution rates because the pension system smooths gains and 
losses over a five year period.  
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Countywide Financial Status 
 
The following chart depicts countywide annual revenues and expenditures over the last five years.  While 
revenues increased for the fiscal year, expenditures outpaced the revenue increases. The expenditure gap 
can be mostly attributable to one-time capital expenditures.  
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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.  
 

 
 
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 spite of all the turmoil in 
the budget brought on by the recession, one would expect the County expenditures to outpace revenues. 
However, excluding capital expenditures spent this year from bond funds borrowed in the prior year to 
build the Emergency Operations Center, Courthouse Public Defender Remodel, the Tajiguas Landfill Liner 
project and the RDA Embarcadero Road project, expenditures for operations were funded within current 
year revenues.  
 
Results of Operations and Changes in Fund Balance 
County expenditures of $757.5 million exceeded revenues of $749.7 million by $10.2 million resulting in a 
draw on fund balance to $254 million. Approximately $18 million of the draw was capital related, funded 
by prior year debt issuances. Also affecting fund balance were settlement of prior period liabilities for $4.8 
million resulting from audits and cost settlements that were paid to the State from general fund reserves. 
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Also, on the last day of the year the State Department of Mental Health (DMH) sent the County $7.6 
million in Mental Health Service Act (MHSA) funds for prior year allocations. The State Department of 
Mental Health is transferring the responsibility for this program to the State Department of Health Care 
Services and Counties under new realignment legislation. As a result of this transfer, balances of prior year 
allocations held by DMH were distributed to Counties. The Road Fund and Flood Control Funds also 
carried over $5.4 million and $3.1 million of capital maintenance project funding.  
 
Revenues 
In the 10-11 fiscal year revenues increased $15.3 million or 2.1% compared to the prior year to $750 
million.  Taxes which provide the County with most of its discretionary revenue increased $2.7 million or 
1.2% to $234 million or 31 % of County funding. Property taxes increased $1.3 million or 0.6%, transient 
occupancy tax increased $1.0 million or 17.1% and local retail sales tax increased 0.4 million or 5.4% all 
indicating a positive upturn in these economic driven revenue accounts.  

Total Tax and Property Tax: 5-Year Trend 

 
Sales Tax and TOT: 5-Year Trend 
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The majority of the revenue increase was a $14 million or 4.7% increase in federal and state 
intergovernmental revenue to $304 million or 40% of the County funding sources. The increase was caused 
by the Mental Health MHSA revenue discussed above of $7.6 million, additional road funding of $4.8 
million, $1.8 million of Alcohol/ Drug program grants, $1.6 million reimbursement for the 2009 statewide 
election, $1.5 million of Prop 172 funds (5.9% increase to $26.7 million), $1.4 million of homeland 
security grants, $1.1 million of alternative farmworker vanpool program, $0.9 of Parks department ARRA 
projects, offset by a $6.5 million decrease in prior disaster reimbursements and a $3.5 million decrease in 
ARRA funding. However, ARRA stimulus funding still totaled over $12.7 million for the second year in a 
row. Charges for services increased $2.0 million or 1.2% and interest declined $1.6 million or 25% as rates 
hit all-time lows. 
 
Expenditures 
Expenditures increased by $25 million or 3.4% to $757 million driven by salary and benefit cost increases 
of $9.2 million to $450 million or 59% of County expenditures. This net increase in salaries and benefits is 
comprised of retirement cost increases of $15 million or 22% across all funds, offset by a decrease in the 
early retirement incentive program from the prior year of $6.7 million, while the remainder of any other 
salary (COLAs) and benefit increases were offset by a 2.1% reduction of 88 employee positions equaling 
$11 million in cost.  
 

Retirement Contribution Trend: Actual & Budget 

 
 

Service and supply expenditures increased by $6.5 million or 2.9% generally related to $2.2 million in 
RDA affordable housing projects, $2.2 million in jail related services and $1.1 million in public works 
projects. Other charges increased $4.3 million or 3.6% due to an increase in Social Services cash assistance 
payments of $2.1 million (4.5% to $49.8 million) and a $2.3 million increase in Mental Health and MISC 
program audit settlements totaling $5.3 million for the year. Capital expenditures increased $8.5 million to 
$19 million as the County constructed four major projects funded with bond proceeds as previously noted. 
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The Salary Cost changes as discussed above also included COLAs (included in previously negotiated labor 
contracts) offset by an actual reduction in the number of employees (or FTE count). There was a net 
reduction of 88 FTEs countywide covering most departments as shown in the Countywide FTE count table 
below.  
 

Comparative 2 Year Countywide Average FTE Count for FY ended 6/30/2011 
 

 
Note: As a result of the transition of the Office of Emergency Services, Developing Programs and Communications Programs into 
the County Executive Office (out of General County Programs) a net decrease of  7.25 FTE  is reflected between the two 
departments. 

 
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 are 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. 
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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 $4.2 million 
(up from $643 thousand from the previous year). Overall though, there was a net decrease to reserves and 
designations of $9 million in FY 10-11. This net decrease was mostly made up of the use of $8.5 million of 
Audit Exception designation and Strategic Reserve for Mental Health settlements of cost reports and audits 
of $4.6 million and MISC Program Audit Settlements of $ 3.9 million. The total fund balance in the 
General Fund decreased $5.4 million to $83.7 million. 
 

 
 
Operating Results 
 
Operating results were positive in the general fund by $4.2 million. General revenues performed better than 
budget estimates for Property Taxes, Transient Occupancy Tax, Sales Tax and Fines and Forfeitures 
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(Property taxes penalties) as previously discussed and are the reason for the positive result. While State and 
Federal revenues 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 
approximately $9.4 million and avoided the general fund draw on its reserves and designations by a similar 
amount. These funds were then able to be used in balancing next year’s budget.  
 
Salaries and Benefits comprise 79% of expenditures in the General Fund and stayed mostly flat with only a 
1.5% increase in actual expenditures over the previous year. Increases in salaries, retirement and health 
care costs were offset by decreases in the number of staff (FTEs) and decreases in workers compensation 
costs.  
 
The $9 million positive variance in Financing Uses is related to the non-release of the reserves 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 bringing 
the expenditures more in line with the revenues. The County in its FY 11-12 proposed budget has again 
reduced positions, anticipated wage concessions, and reduced service levels.  
 
 

 
 

Cash Balances 
The cash balance of the General Fund is similar to last year with a slight increase (4%) 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%.  
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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. The causes of the negative Net Financial Variances in the General Fund Departments 
listed on the Report are described here 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 four departments that had variances that exceeded $200,000 are detailed 
below: 
 
Fire 
The Fire Department has a negative variance of $400 thousand. Payroll estimates used during the FY 11-12 
budget development process were understated resulting in a higher amount of estimated Fire District FY 
10-11 carryover revenues to be available to fund FY 11-12 budget. The department had appropriation in its 
FY 10-11 budget to use a loan from the vehicle fund and during the budget planning indicated the district 
would avoid taking the loan if possible. Subsequently after consultation with the CEO it was determined 
that additional use of GFC would be a more prudent source than the vehicle loan therefore ending the year 
with a revenue variance which in effect uses $400 thousand GFC to balance FY 10-11. The CEO is in 
discussions with the Fire Department regarding the return of the $400 thousand back to the General Fund 
during FY 11-12. 
 
Parks 
The Parks Department ended the year with a negative variance of $157 thousand. This initial variance was 
due to the Auditor-Controller disallowance of $142 thousand in operating transfers from CSA 3 that were 
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budgeted at $600 thousand and only service costs of $458 thousand were documented. Analysis of 
department revenue accruals after year-end, it became apparent that two accruals should not have been 
posted, totaling $174 thousand. This would put Parks at a negative variance of $331 thousand. The 
Department and Auditor also have concerns about accounting for costs related to Providence Landing for 
the past three years and prior transfers from CSA 3. In addition, the Auditor and the department are 
working together on cashiering, reservation and accounting systems for operations and capital accounting 
and is assisting an internal Parks project team to improve their processes and correct deficiencies. 
 
Clerk Recorder-Assessor 
The Clerk Recorder-Assessor has a negative variance of $500,000. The department budgeted 
approximately $500,000 in State revenue (SB-90) to offset the cost of the State mandated vote by mail 
program for elections already held. Under current law the state would have been required to reimburse the 
county in Aug 2011 for prior years voting by mail expenses. However, the Governor’s budget has delayed 
any reimbursement until some future, undetermined date. 
 
Human Resources 
Human Resources had a total positive variance of $231 thousand. There were savings in expenditures in 
the amount of $527 thousand in the areas of Salaries & Benefits and Services & Supplies. This savings 
allowed the Human Resources Department to not draw on designations that were budgeted at $328 
thousand and ended the year with $231 thousand in savings. 
 
General Revenues 
General Revenues ended the year with a positive variance of $4.7 million. This variance is due to general 
revenues coming in higher than budgeted. The areas of revenue that were higher than expected include 
Property Taxes, Transient Occupancy Tax, Sales Tax and Property Tax Penalties. 
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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 and $12.8 million for FY 10-11 as displayed in the following table. 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 
and the one-time projects will have been completed. The reduction in ARRA Funding is reflected in the 
third column in the table below with the budgeted amount for next year that is expected to be reduced to 
$3.5 million. 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 funds that have significant variances over $300,000 
that are worth noting here. See Attachment B for all funds. Variances for funds such as the Capital Outlay 
Fund, the Flood Control Districts & Zones and Laguna Sanitation are a result of the nature of project 
budgeting where funding is re-appropriated in future fiscal years to align with the project completion.  
 
Fund 0042 – Public Health 
This complex $80 million operation again performed well, balancing its budget and not drawing on 
reserves.  
 
Fund 0044, 0047, 0048, 0049 – Alcohol, Drug and Mental Health Services 
The large negative variance of $9.5 million in Fund 0044 is due to outstanding liabilities for cost 
settlements and audit disallowances currently estimated at $8.6 million and the remainder of $900 thousand 
is due to a 2009-10 fund balance deficit of $211 thousand and a 2010-11 fund balance deficit of $689 
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thousand requiring an appropriation of General Fund sources to remain legally balanced. A budgeted 
transfer from the General Fund Audit Reserve designation covers the $8.6 million liability and a budgeted 
transfer from the General Fund residual fund balance will be necessary to cover the $900 thousand (in lieu 
of increasing the General Fund Strategic Reserve). 
 
A transfer for the cost and audit settlement liabilities are only actualized once the liability is settled and 
paid. There were three major State Audit/Cost Report payments made in this fiscal year. The 04-05 State 
Audit resulted in $3.9 million due to the state ($1.5 million of this was owed by the Probation, Social 
Services and Public Health Departments). The 05-06 State Audit resulted in $1.77 million due from 
Probation, Social Services and Public Health. Finally, the 06-07 Cost Report Settlement resulted in $2.9 
million due from Fund 0044.  The fund does not have reserves for these payments or for additional annual 
budget shortfalls. These payments and any annual funding shortfall is borne by the General Fund unless the 
Mental Health Fund can recover prior overpayments to the State or its service providers. 
 
The Mental Health Services Act (MHSA) Fund 0048 has a $5.7 million prudent reserve and has 
designations of $12.8 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 $18.5 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 $138 million. Both of these funds are stable and the financial management is good. 
 
Fund 1911 – Workers’ Compensation Self Insurance  
The Workers’ Compensation Fund finished with an $8.1 million positive variance primarily due to a $5.4 
million reduction in the actuarial liability provided in the Bickmore Actuarial Report. Additionally, 
indemnity and disability medical expenses came in $1.4 million lower than anticipated due to the 
unpredictable nature of the claims. 
 
Fund 1912 – County Liability-Self Insurance  
The Liability Fund had a positive variance of $500 thousand due to less than anticipated General Liability 
Paid Losses. 
 
Fund 1913 – County Unemployment Self Insurance  
The County Unemployment Self Insurance Fund ended the year with a positive variance of $476 thousand. 
This variance was due to less than expected amounts paid out on insurance claims. 
 
Fund 2280 – Fire Protection District  
The Fire Protection District ended the year with a positive $487 thousand variance. This was due to the 
additional General Fund contribution to the Fire Department explained earlier in this report.  
 
Fund 3100 – SB RDA – Isla Vista Projects  
The RDA Fund had a positive ending variance of $1.5 million of which $200 thousand is attributed to 
higher than expected property tax revenue. The remainder of $1.3 million is due to reductions in 
administration costs of $460 thousand, delays in budgeted sidewalk improvements of $157 thousand and 
unspent private development contributions of $683 thousand.  
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Conclusions 
Considering the economic downturn during the last couple of years, the County was able to end the year 
with a relatively minor reduction in reserves. 

• The County budget and finances again dominated the headlines throughout FY 10-11.  
• Unemployment remains high and the real estate market is struggling in terms of home sales, home 

prices and new construction. 
• Pension fund investment losses have caused significant increases in unfunded pension liabilities 

driving significant rate increases for retirement funding.  
• Previously negotiated wage increases and health care costs are also driving costs. The County has 

opened negotiations with the effected unions to attain concessions. 
• The County eliminated or left unfilled 88 full-time equivalent positions (FTE) in FY 10-11 to offset 

increased costs. 
• County departments cut costs across all areas of the organization. 
• The federal government has provided one-time stimulus dollars for road projects, social service 

programs and mental health programs that are mostly coming to an end in FY 11-12. It remains to 
be seen if the State is able to bring funding back up to previous levels to offset the end of this 
temporary funding. 

• FY 10-11 ended with a relatively minor ($10 million) year-end draw on fund balance. 
• FY 11-12 continues to be balanced with projected draws on designated fund balances. 
• The State continues to have a structural deficit and could impact the County negatively.  

 
There are numerous challenges in the FY 11-12 budget and beyond. Developing a FY 12-13 balanced 
budget will again require careful financial planning. 
 
 
Attachments:  

1. Attachment A – Financial Summary – by Fund Type 
 


