
  
Agenda Item B.1 

DISCUSSION/ACTION ITEM 
 Meeting Date:  February 17, 2009 
 
 ________________________________________________________________ 
     
 
 
TO: Mayor and Councilmembers  
 Redevelopment Agency Chair and Agency Members 
 
FROM: Daniel Singer, City Manager/Executive Director 
 
CONTACT: Alvertina Rivera, Finance Director 
 
SUBJECT: FY 2008/09 Mid-Year Financial Review   
 
RECOMMENDATION: 
 
As the City Council: 
 

A. Adopt Resolution No. 09-__ entitled “A Resolution of the City Council of the City 
of Goleta, California, Amending the City’s Operating and CIP Budget for Fiscal 
Year 2008-09”. 

 
As the Redevelopment Agency: 
 

B. Adopt Resolution No. 09-__ entitled “A Resolution of the Redevelopment Agency 
of the City of Goleta, California, Amending the Operating Budget for Fiscal Year 
2008-09”.  

 
BACKGROUND: 
 
The attached report is a summary of the financial activity for the City’s most significant 
fund, the General Fund, as of December 31, 2008.  The report provides a summary of 
the revenues & expenditures for this fund with an Actual-to-Budget comparison of the 
General Fund to better assess its progress. 
 
In analyzing the attached report, the following information should to be taken into 
consideration: 

a. Revenues and expenditures are recorded during the period received or paid.  
It is only at Year End that accrual entries are made to associate the revenues 
and expenditures to the corresponding period.   

b. The receipt schedule of revenues varies according to the source of funding. 
As an example, “traditional” Property Tax payments are received as follows; 
55% in December, 41% in April, & 4% in June.   
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c. As a result of the triple flip, 25% of the Sales Taxes and 67% of the Motor 
Vehicle license fees are now paid as Property Taxes.  Unlike the traditional 
Property Tax payments, these payments are made in equal installments in 
January and May. The City of Goleta classifies the Property Tax in Lieu of 
Sales Tax in the Sales Tax category, while Property Tax In Lieu the Motor 
Vehicle License Fee (MVLF) backfill is included in the Property Tax category. 

 
Although most expenditures are monthly, there are some quarterly, semi-annual, and 
even annual expenditures.  Examples of such include Debt Service payments, Liability 
Insurance, Worker’s Compensation Insurance, and Audit Fees.   
 
DISCUSSION: 
 
The following narrative analysis will be easier to understand if viewed side-by-side with 
Attachment 1 to this report.  
 
Also included, as Attachment 2, is the list of budget adjustments made to the adopted 
FY 08/09 budget based on Council’s authorization to staff.  The adjustments include FY 
07/08 carry-overs, current year Council allocations, as well as reallocation of existing 
appropriations between various line items. 
 
The City of Goleta has not been immune to the current national economic climate.  The 
City has seen the impacts of decreased consumer spending reflected in its General 
Fund revenue stream, particularly in Transient Occupancy Tax, MVLF, and 
development fees. This, compounded with a one-time Sales Tax Audit that resulted in 
an additional loss to the City of $350,000, has triggered counter-balancing actions in 
order to maintain a balanced budget.  The City is experiencing unprecedented financial 
conditions, with no clear indication of an end to the market volatility.   
 
While the adjustments recommended in this report reflect staff’s best estimates at this 
time, they are likely to change as a result of legislative action by the State or Federal 
government or any deviation in the economic climate.  Staff will continue to actively 
monitor the situation and keep the City Council abreast of the City’s financial condition 
throughout the remainder of this fiscal year. 
 
 

General Fund Revenue Analysis: 
 

• The $3,880,845 annual Sales Tax budgeted figure is made up of twelve (12) 
monthly payments for the traditional Sales Tax and two (2) semi-annual 
payments for Property Tax in Lieu of Sales Tax.  The traditional monthly 
payments are estimated to equal $2,888,500 while the semi-annual payments, 
which are received in January and May, are budgeted at $992,345.  As of 
December 31, 2008, only four monthly payments totaling $730,378 of the 
estimated $2,888,500 figure were received.  This places revenues at 25% of the 
budgeted amount for the traditional Sales Tax as compared to last year’s 34% at 
this time. The shortfall in revenues was the result of a sales tax audit which 
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resulted in a significant refund to a local business, of which $350,000 came from 
the City of Goleta.  Staff, therefore, recommends decreasing its original 
projections for Traditional Sales Taxes on a one-time basis by $350,000.  In the 
meantime, we have heard from local car dealers and other major retailers that 
sales have dropped significantly.  Since Sales Tax revenue lags about 4-months 
behind, we believe there may be further reductions necessary this fiscal year.  
Staff will continue to monitor sales tax receipts and, if necessary, make 
adjustment recommendations as part of the third quarter review. 

 
• Similar to Sales taxes, the Property Taxes category is composed of two 

payment types - the “traditional” Property Taxes which are received in large part 
during the months of December and April and the Property Tax in Lieu of MVLF  
which is received in two payments during January and May.  Annual Traditional 
Property Taxes are projected to be $2,484,573 while Property Tax in Lieu of 
MVLF is anticipated to equal $2,458,784 for a total of $4,943,357 in this 
category.  The Property Taxes figure received of $1,295,390 or 26% as of 
December 31st represents only the traditional tax payments.  Typically by the end 
of December 53% to 55% of the annual revenue of traditional Property Taxes 
has been received.  This year 52% has been received. The 1% deviation can be 
attributed in part to lower Supplemental Taxes.  Staff is therefore reducing its 
current projection figures by $80,000.  

 
• The Transient Occupancy Tax figure of $1,219,882, or 42.8% of annual 

projections, represents slightly over 4-months of payments. As of the preparation 
date of this report, payments for five months were received.  These payments 
through the month of November represent 47% of the annual revenue 
projections.  Historical revenue patterns over the last five-years, indicate that 
revenues through November should have averaged 50%.  This demonstrates 
that Transient Occupancy Tax revenues are coming in approximately 3% below 
target.  However, staff has received confirmation via direct contact with hotel 
management staff that tougher times lay ahead.  It is staff’s recommendation to 
decrease revenue projection by $290,000 in this category.  The revised figure 
contemplates decreases ranging from 10% to 17% for six of the seven hotel 
facilities as compared to the same prior year period.  Overall this represents a 
drop in current year projections of 10%. 

 
• The City collects Franchise Fee Taxes from five main utility service providers 

(Cable, Electric, Gas, Solid Waste, and Petroleum).  Each provider has a 
different payment date and frequency.  Electric and Gas providers make annual 
payments in April.  The Cable provider on the other hand is on a quarterly 
payment plan, while Solid Waste fees are collected monthly.  The midyear 
ending figure of $145,859 or 14.1% of the budgeted amount pertains to Solid 
Waste, Cable and Petroleum.   As of the date of this report, the second Cable 
franchise payment was received bringing that revenue account 4.4% or $13,700 
above the target mid-year figure.  Six-months of Solid Waste fees have also been 
received which exceed the target midyear figure by 8% or $8,800.  In addition, 
petroleum fees for the year have come in $5,000 above projections due to a 
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reclassification of revenue from a previous year.  Based on the previous, staff 
recommends increasing Franchise Fee revenues by $50,000. 

 
• The Motor Vehicle In-Lieu figure of $337,266, or 29% of the annual projections, 

represents 5-months worth of payments.  We have since received the sixth 
payment of $144,217, bringing the total revenues to $481,483 or 41% of the 
budgeted figure. As anticipated, a revenue shortfall is occurring as a result of 
slowed vehicle sales coupled with higher operation costs for the Department of 
Motor Vehicles, leaving less revenue available for distribution to cities.  The City 
of Goleta has faired quite well in the distribution of these funds because its newly 
incorporated status (subvention) gives it priority and access to a designated pot 
of MVLF monies and a higher portion of the regular distribution.    This status has 
drastically minimized Goleta’s drop in estimated revenues of 15% as compared 
to its counterparts of 33%. Our relative success is somewhat bitter-sweet, as this 
is the last fiscal year that Goleta will hold such a status.   Staff is recommending 
a decrease in current year projections of $180,000. 

 
• The Licenses and Service Charges figure of $710,043 represents 49.6% of the 

annual projection.  Although this revenue category appears to be right on target, 
there is an untold story that is yet to unfold.  Staff expects a decline of 26% or 
$76,300 in Building Permit fees for the remainder of the year.  Staff is also 
projecting a $276,700 or 63% shortfall in Plan Check services due to the 
suspension of various major projects previously slated for construction.  On the 
bright side, Developer Case reimbursements are expected to exceed projections 
by at least $100,000. All this said, staff recommends decreasing this revenue 
category by $253,000.   

 
• Fines & Penalties are at 30.4% of projections. If an average of the monies 

received to date were used to project the remaining payments for the second 
quarter, the total revenues would be $123,500 or 55% of the budgeted figure for 
this category. If this revenue pattern were to continue through the remainder of 
the fiscal year, it would generate an additional $11,000 in revenue.  Staff is 
therefore recommending an $11,000 increase to this category.  

 
• Interest & Rent Income projections appear significantly lower than projected at 

$85,645 or 35.1%.  However, interest from the $2.5 million RDA loan has not 
been factored into the mid-year interest earnings figure. The interest yield for the 
2nd quarter was 2.54%, just above the 2.5% staff anticipated for the remainder of 
the fiscal year.  Due to lower revenues received combined with a significant cash 
outlay for property acquisition, the cash balance available for investment has 
decreased considerably.  As a result of a lower investment amount, interest 
earnings are expected to decline by $22,000, even if yield rates hold steady at 
2.5%.  Staff is therefore recommending decreasing current revenue projections 
for this category by $22,000. 

 
• Although the Reimbursements revenue category appears to be severely under 

budget at only 35.9%, it is to be expected since the major reimbursement of 
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$100,000 from the Camino Real Marketplace won’t occur until March 1, 2009. 
Reimbursements for work performed by Community Services on CIP projects are 
exceeding projections.  Staff recommends increasing revenue projections for 
CIP reimbursements by $25,000. 

 
• Projected revenues of $5,500 in the Other Intergovernmental revenue category 

consists of State Mandated reimbursements and Off Highway License fees.  Due 
to the fiscal condition of the State, funding has been suspended for State 
Mandated reimbursements, while the Off Highway License fees are highly 
unlikely to be received.  Staff therefore recommends eliminating the projection for 
this category in its entirety.  This represents a $5,500 decrease in revenue 
projections. 

 
• Other Revenues currently exceed projections by over $15,600 as a result of 

reimbursements received related to the GAP Fire, candidate statement costs, 
and other miscellaneous items. Staff is, therefore, recommending a $20,000 
increase to this category. 

 
In summary, the recommendations above result in a decrease to overall General Fund 
revenue projections of $1,074,500.  All of the reductions, with the exception of the 
$350,000 adjustment in Sales Tax, are of an ongoing nature - at least for the 
foreseeable future.  This represents a total decrease in revenues of 6.7%, 4.5% of 
which is anticipated to be ongoing.  

 
General Fund Expenditure Analysis: 

 

In response to the decline in revenues and at the direction of the City Manager, each 
department has analyzed and made budget reduction recommendations to ensure a 
balanced budget is maintained for the remainder of this fiscal year.  The Management 
team worked together to address the projected revenue shortfalls making every effort to 
avoid service reductions, loss of jobs, or cutbacks in Council initiated programs.  While 
the recommendations to follow effectively counter the reduction in revenues, it is 
important to understand that various projects previously funded will no longer take place 
as anticipated.  
 
General Government The City Manager’s division is recommending a reduction of 
$120,000 in professional services related to Strategic Plan implementation.   While this 
will dramatically reduce the funds available for new projects, it will leave sufficient funds 
available to continue project priorities identified for the current fiscal year. The City Clerk 
is recommending service reductions of $8,000 as a result of savings in personnel and 
travel & training related expenses. The City Attorney as well is contributing $50,000 in 
anticipated savings as a result of outsourcing less of the workload. 
 
Administrative Services is recommending a reduction of $17,300 which represents a 
savings in Worker’s Compensation Insurance. and Liability insurance premiums. 
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Finance is recommending a reduction of $35,000 in that department.  This eliminates 
the $25,000 designated for Revenue Neutrality assistance and recognizes a salary 
savings of $10,000 as a result of under-filling a position within the department.   
 
Planning & Environmental Services is recommending reductions totaling $370,900.  
A large portion, $270,900, is achieved through the reduction of outsourced Building 
Inspection and Plan Check services.  Since various large scale-development project 
previously anticipated have been placed on hold, the City will not expend monies 
budgeted to process those projects.  Another $90,000 will come from reducing the 
funding for the Zoning Code Update project.  Staff believes there are opportunities to 
scale down the intensity of the project while achieving a similar end product, and 
thereby realize savings in the amount of $90,000.  The additional $10,000 savings will 
be achieved by reductions in various line items including printing & copying, postage, 
and advertising. 
  
Community Services is recommending reductions totaling $190,000.  This reduction 
will be achieved by: 

a) Reducing professional services by $20,000; 
b) Reducing facility maintenance funding by $30,000; 
c) Reducing the $100,000 allocation for the maintenance and replacement of        

playground equipment by $70,000; and 
 d) Reducing street maintenance costs paid by the General Fund by $70,000. 
 
The reductions will result in the delay of various street repairs and/or improvements 
throughout the City, roof improvements at the Goleta Valley Library and improvements 
to Bella Vista Park. 

Neighborhood Services has realized a $20,000 savings related to the purchase and 
installation of the generator.  

Public Safety is also doing its part by designating $25,000 of the $34,700 savings that 
resulted from the County’s postponement of personnel benefit increases. The remainder 
of the savings is anticipated to be used for equipment maintenance and upgrades, as 
well as, additional deployment for the bicycle unit and bluff enforcement. 

Non-Departmental -Staff is also recommending applying the FY 07/08 undesignated 
carry-overs of $238,620 to offset the budget shortfall.  
 
These budget reductions total $1,074,820, which exceeds the reduction in revenues by 
a mere $320.  The bottom line is that the recommendations above maintain a balanced 
General Fund budget for the time being with minimal reduction in services to the public.  
It should be noted, however, that further financial implications are likely within the next 
few months.  Staff remains optimistically cautious in regard to General Fund revenues.  
Staff will continue to closely monitor revenues and, if necessary, bring forward timely 
budget adjustment recommendations.    
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Capital Improvement Program/Other Funds 
 
Gas Tax Fund  
Gas Tax revenues are coming in severely under projections and are down 41%.  This 
can be attributed in part to a decrease in fuel consumption, but most prominent is the 
end of the subvention the City previously received because of its newly incorporated 
status.  The subvention which provides the City with a third more revenues than its 
normal share, applied only to the six fiscal years after incorporation.  Staff, therefore, 
recommends a reduction of Gas Tax revenues of $339,000.  There is sufficient fund 
balance to carryout all of the allocated expenditures within the current fiscal year.   
 
CDBG Fund  
Various adjustments are required in the CDBG budget in order to match the CDBG 
Allocation Plan previously adopted by the Council.  There are a total of $163,315 in 
additional expenditures, $30,000 for Armitos Park, $25,000 for Nectarine Park, 
$91,085 for San Jose Creek project, and $17,230 for various administrative costs.  On 
the revenue side a $45,237 increase is necessary to account for the additional 
revenues to be received.   
 
Library Operations/Administration 
The library tax revenue figure is $4,014 higher than projected, which will be paid to the 
City of Santa Barbara for library operations.  Staff is requesting ongoing appropriations 
of $4,014 in both Library Assessment revenues and expenditures. 
 
Street Lighting Assessment Fund 
The Street Lighting assessment revenue figure for FY 08-09 is $3,647 below 
projections. That means that utility costs paid from this fund must be decreased by this 
amount.  Unfortunately the electrical costs for the year are expected to remain as 
projected, therefore requiring funding from other sources, i.e. the General Fund.  The 
Community Services Department will attempt to cover increased General Fund 
contributions needed by offsetting them with savings in other expenditures.   
 
Redevelopment Agency  
Once again as part of the State of California’s budget balancing act, Redevelopment 
agencies will have to give up $350 million in FY 2008-09.  The Goleta RDA’s portion is 
$166,936. A one-time allocation in that amount is necessary in order to make the 
required payment.  While there have been some legal challenges to this take-away, at 
this time the Agency has no alternative but to pay the amount prescribed by the Health 
and Safety Code 33685.   
 
The county administrative charges figure has also been finalized.  The charge to the 
Low to Moderate Income (LMI) housing fund came in $7,821 higher than projected due 
to a prior year correction, while the charge to the Debt Service fund was only $127 
above projections. Staff is recommending one-time budget adjustments that correspond 
to the transactions stated in the paragraphs above. 
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 Staff anticipates further adjustments that will most likely be brought forward as part of 
the third quarter review.  These adjustments will come about as a result of project costs 
and funding changes for the San Jose Creek Capacity project.  The first adjustment 
would be to reduce the project costs from $14 million to $11.25 million.  The second 
change would be to move the allocations from the Bond Proceeds fund to the RDA 
General fund, which would be recommended to be used to partially fund this project.  
This would effectively designate the entire anticipated ending fund balance in the RDA 
General fund to the San Jose Creek Capacity project.  The final change would involve 
recording the $4 million anticipated contribution from Flood Control District.  Staff will 
confirm these assumptions as the project moves closer to the construction and contract 
award phase. 
 
The current year’s budget included $925,000 for debt service in anticipation of issuing 
debt to finance the San Jose Creek Capacity project.  Expectations of lower project 
costs, significant contributions from the Flood Control District, together with existing 
fund balance, has made bond issuance appear unnecessary at this time.  This is great 
news considering the high cost of borrowing for issuances with average credit ratings, 
such as that previously proposed. Staff anticipates recommending the elimination of the 
allocation for debt service in the current year as the previous assumptions are 
confirmed. 
 
FISCAL IMPACTS: 
 
As shown in Attachment 1, the proposed changes to revenues and expenditures are a 
net decrease for FY 08-09 in General Fund revenues of $1,074,500 and $1,074,820 in 
appropriations.  If the revised revenue and expenditure projections were to materialize, 
it would add $320 to the estimated ending fund balance bringing that figure to $12,807.   
 
Changes to all other funds are as described in this report. 
 
Council/RDA is asked to adopt a resolution memorializing these mid-year budget 
adjustments and any other requests made by the Council.  These recommendations 
have been reviewed by the City’s Finance Committee. 
 
A LOOK AHEAD: 
  
Although the City is just now beginning the budget preparation process for the 2009/10 
and 2010/11 fiscal years, it is not too soon to look ahead.  The very real economic crisis 
which the nation is facing is beginning to have a deleterious effect on municipal budgets 
at the local level; Goleta is no exception.  Goleta is fortunate to have a number of stable 
and diverse economic factors that contribute to our major revenue streams.  For 
example: housing prices are relatively high with limited supply; our retail climate centers 
around staples and discount products, not luxury or high-end products; our corporate 
base is more recession-proof than most; and we enjoy the economic advantage of 
being next door to a major university.  Whereas, some communities along the central 
coast region are experiencing 10-15% revenue shortfalls, Goleta, by comparison, is 
looking at on-going revenue reductions in the 5-6% range. 
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As we look to next fiscal year, there is a continued expectation that our economy will 
continue to struggle and that we will not come out of the current recession within the 
next two-year budget cycle.  We cannot know what impacts that may have on our 
budget so we will continue to recommend very conservative budgeting techniques.  
What we do know is that our projections for a few key categories may be down 
significantly.  This includes lower demand for building permits, planning permits, and 
plan checks and the revenues associated with these categories.  Interest earnings will 
be down and sales tax is likely to be flat.  Transient Occupancy Tax is likely to mimic the 
current fiscal year figures and could be even lower.  Meanwhile, the City finds itself at 
the end of the seven-year State subvention period whereby the City received an inflated 
amount of Vehicle License Fee monies.  As we've looked more closely at this shift, the 
Finance Director has determined that original post-subvention figures passed down to 
us were erroneous in that the subvention amount while based on an inflated population 
figure of 1.5 times our population doesn't just get lowered to the regular population 
count.  Rather, MVLF payments (in part lower because of the sharp decline in vehicle 
purchases), are distributed based on a detailed State formula that throws Goleta back 
into the pack of 400 other cities vying for a piece of what is left in the pot.  While we are 
still working to refine our budget projections for this category, we are confident that the 
revenues will be well below what was anticipated a few years ago as a part of our long-
range forecast. 
  
These indicators are a further reminder of the need to maintain a conservative approach 
to budgeting with numerous controls and financial policies helping to guide the City. 
 
 
Submitted By:                            Reviewed By:   Approved By: 
 
 
_____________________       ____________________ 
Alvertina Rivera      Michelle Greene                  Daniel Singer 
Finance Director                      Administrative Services  City Manager                                            
Director   Executive Director  
 
 
ATTACHMENTS: 

1. General Fund Statement of Revenues & Expenditures 
2. Budget Adjustment Report by Fund 
3. Resolution Amending the City’s Operating & CIP Budget 
4. Resolution Amending the Redevelopment Operating  Budget 
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