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TO: Councilmembers 
 
FROM: Thaddeus McCormack 
 
DATE: June 14, 2012 
 
SUBJECT: FY 2012-13 Proposed Preliminary Budget  
 
Background 
It is my pleasure to present the Fiscal Year (FY) 2012-13 Proposed Preliminary Budget.  This budget operationalizes the 
City Council’s priorities as set forth last year, which provides an unwavering commitment to making Santa Fe Springs a safe 
and great place to live, work and play.   The Proposed Preliminary Budget incorporates the budget modifications authorized 
by the City Council in February 2012 in response to the State’s elimination of Redevelopment, and, finally, represents the 
City’s financial plan for the coming fiscal year, which furthers the City’s mission to deliver exemplary municipal services 
responsive to our entire community and consistent with our history, culture and unique character. 
To recap, on December 29, 2011, the State Supreme Court issued a ruling that effectively put the City’s Redevelopment 
Agency out of business for good, as of February 1, 2012.   The City’s Redevelopment Agency, also known as the 
Community Development Commission (CDC), was the economic development and public improvement arm of the City.  
The CDC brought $32 million of funding to the City annually, which literally helped build the Santa Fe Springs that we all 
know and love. In addition to the scores of public improvements and thousands of jobs created through 
Redevelopment/CDC, it also funded a significant portion of the City’s operations, including a significant portion of labor, 
programs and services.  Tragically, the State’s actions took away 25% of the funding that would generally support the City’s 
operational budget.   In dollar figures, the net impact of Redevelopment’s elimination on the City’s annual budget is $13.4 
million, out of an approximate $55 million overall budget.   
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The City has gone to great lengths to make sure that Redevelopment-related budget cuts were spread across the 
organization, so as to minimize the impact on any one stakeholder group.   Some of the budget modifications, such as the 
reduced City staffing levels (due to layoffs), are more conspicuously felt, while others, such as modest changes to programs, 
events, and services, are less so.  Nonetheless, every part of the organization has been affected by the massive budget 
shortfall created by Redevelopment’s elimination and the requisite budget modifications.  In making these difficult 
decisions, the City did so with the vision of creating stability for the organization and thus the community, so that it could 
remain fiscally strong and move forward to continue to be the great Santa Fe Springs that we all know. 
 
The changes for Santa Fe Springs have been quite dramatic over the last few months, but one really needs to look back 
prior to the onset of the “Great Recession” to truly understand the magnitude of the changes that have been implemented.  
As a result of the Great Recession, the City experienced substantial reductions in its tax base, in particular it much relied 
upon sales tax, which declined almost 33% from earlier projections at its lowest point.  In response to the historic drop in 
revenue, the City began cost cutting measures in Fiscal Year 2008-09, and worked to institute a new Utility Users Tax in 
2010 to help increase and diversify revenue generation.   A significant part of the City’s cost cutting efforts have been 
focused on reducing the size of the City’s workforce.   The net effect of the past five years of budget cuts has been the 
shrinking of our organization from 249 fulltime positions in FY 2007-08 to the current level of 192 fulltime positions.  This 
represents a 23% reduction in our labor force (32% of our non-Fire personnel). 
Notwithstanding the significant cuts that have been made, this budget, as presented in its preliminary form, is almost $2.6 
million in a deficit position.   It should be noted that the deficit could be made up if certain labor concessions are agreed 
upon by the various labor groups.  These concessions revolve around greater employee contributions to retirement costs 
and medical benefits and were contemplated by the Council back in February 2012 when the Council adopted its plan in 
response to the elimination of redevelopment.   While the City recognizes that these benefits have been earned over time 
through the hard work and dedication to the community by our employees, we also believe that the taxpayers who support 
those benefits have had to endure many sacrifices themselves over the last few years, and the bottom line is one of fiscal 
sustainability; put simply, given the elimination of redevelopment, we cannot sustain the level of employee benefits at their 
current rate, on into the future.   
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FY 2012-13 Proposed Preliminary Budget 
We are preliminarily estimating a General Fund deficit of $2,566,600 for FY 2012-13.  It is the result of approximately $53.8 
million in revenues and $56.4 million in expenditures.  It includes a modest overall increase in revenues and a reduction in 
Citywide expenditures by fully implementing the Council-approved post-redevelopment plan.  While the preliminary budget 
is in a deficit position, it is not unexpected and serves as a starting point as we commence our budget discussions. 
 
 

Sources:   
General 
Revenues 
 

$    39,448,000  
  

Uses:   
 Department 
Exp. 
 Non-Operating 
    Total Uses 

     38,898,600 
       3,116,000 
     42,014,600 

 
Projected 
Deficit $  ($2,566,600)  
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Revenues  
During the upcoming year we are expecting all City revenues to total $65.9 million.  At $39.5 million, General Fund 
revenues comprise 60% of all the revenues.  This amount is $637,000 more than the current year, largely due to 
anticipated increases in the Utility User’s Tax ($1.5 million), Sales & Use Tax ($1.3 million), Property Tax ($1.1 million) 
offsetting $3.3 million in one-time revenues during the prior year. 
  

FY 2012-13 - City Revenues 
$65.9 Million 
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Sales Tax Revenue – Historically, the City has benefitted greatly from the large business community and the sales tax 
revenue generated.  While anticipated revenue is below levels seen in a more robust economy, modest gains in recent years 
indicate a favorable trend upward.  Additionally, the addition of the Utility User’s Tax in late 2010 provided much-needed 
revenue diversification that reduces the City’s reliance on Sales Tax Revenue and the disproportionate impact an economic 
downturn has on the City of Santa Fe Springs compared to other communities. 
 

FY 2012-13 – Estimated Sales Tax Revenue 
$22.6 Million 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
*Estimate 

 
 

$22.6$21.3
$19.2 $20.3

$26.4 $25.7$25.6

$22.3
$23.7

$21.1 $20.3
$21.2

$23.7

$0

$10

$20

$30

'01 '02 '03 '04 '05 '06 '07 '08 '09 '10 '11 '12 * '13 *
Fiscal Year ending June 30th

M
ill

io
ns

 o
f D

ol
la

rs



FY 2012-13 Proposed Preliminary Budget  
June 14, 2012 
Page 6 of 8 
 
The loss of the CDC severely impacted our General Fund as it eliminated the primary restricted funding source  for the 
City. Nonetheless, the Water Utility and Waste Management activities are examples of sound operations within the City’s 
operational structure that compensate the General Fund for internal administrative and overhead charges.  
 
Expenditures 
During Fiscal Year 2012-13 we are expecting General Fund expenditures to total approximately $56.4 million.  This is about 
$3.2 million more than in the prior year.  While the loss of the CDC resulted in significant expenditure cutbacks 
organizationally, General Fund expenditures grew as it is now funding remaining programs and costs that were deemed 
necessary in a post-CDC organization.  This includes (most notably) capital improvement projects ($2.8 million in General 
Fund), as well as operational expenditures such as code enforcement and graffiti removal. 
 
Department expenditures are estimated at $52.9 million.  In order to gain a better perspective of expenditures, it might be 
helpful to view the City’s expenditures by department.  
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Below is a graph illustrating the City’s projected departmental expenditures for FY 2012-13: 
 

FY 2012-13 Department Operations 
$52.9 Million* 
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The three largest expenditure components by department are Fire (36%), Police (18%), and Public Works (17%).  
Combined, the $27.7 million spent on public safety (Police and Fire-Rescue Departments) accounts for slightly more than 
half of the City’s operating expenditures.  
 
Conclusion 
In closing, over the last three years, the City has confronted the most challenging budget situation in the City’s history.   We 
have confronted this challenge forthrightly and have not shied away from making difficult but necessary decisions.  We 
have both addressed our annual budget shortfalls and made significant progress in reducing our City's long-term structural 
deficit.  We have succeeded because of the strong partnerships we have with residents, businesses and employees, as well as 
our collective commitment to shared responsibility and shared sacrifice. And, now, through the adoption of the FY 2012-13 
budget, we have the opportunity to attain a level of stability that the organization has not experienced in quite some time.   
I am confident that the prudent and fiscally responsible pathway that the Council has laid out over the last few years 
(especially over the last few months in the wake of the elimination of Redevelopment) has paved the way for a Fiscal Year 
2012-13 budget that takes the City back to a place where it can, once again, live within its means.  Our continued 
partnership with community stakeholders and the City Council’s continued strong sense of resolve positions the City for 
success on into the future. 

Assuming that we reach accord with the various employee groups, I am confident that this budget will further the City 
Council’s efforts in providing for the City’s long-term financial health and ensuring our continued economic vitality. 
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