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December 04, 2012 
 
 
 
To the Honorable Mayor, Members of the City Council, and Citizens of the City of Santa Ana: 

State law requires that all general-purpose local governments publish within six months of the close 
of each fiscal year a complete set of financial statements presented in conformity with generally 
accepted accounting principles (GAAP) and audited in accordance with auditing standards generally 
accepted in the United States of America by a firm of licensed independent certified public 
accountants. Pursuant to that requirement, we hereby issue the comprehensive annual financial report 
of the City of Santa Ana for the fiscal year ended June 30, 2012. 
 

This report consists of management's representations concerning the finances of the City of Santa 
Ana. Consequently, management assumes full responsibility for the completeness and reliability of 
all of the information presented in this report. To provide a reasonable basis for making these 
representations, management of the City of Santa Ana has established a comprehensive internal 
control framework that is designed both to protect the government's assets from loss, theft, or misuse 
and to compile sufficient reliable information for the preparation of the City of Santa Ana's financial 
statements in conformity with GAAP. Because the cost of internal controls should not outweigh their 
benefits, the City of Santa Ana's comprehensive framework of internal controls has been designed to 
provide reasonable rather than absolute assurance that the financial statements will be free from 
material misstatement. As management, we assert that, to the best of our knowledge and belief, this 
financial report is complete and reliable in all material respects. 
 
The City of Santa Ana's financial statements have been audited by Macias Gini & O’Connell LLP, a 
firm of licensed independent certified public accountants. The goal of the independent audit was to 
provide reasonable assurance that the financial statements of the City of Santa Ana for the fiscal year 
ended June 30, 2012 are free of material misstatement. The independent audit involved examining, 
on a test basis, evidence supporting the amounts and disclosures in the financial statements; assessing 
the accounting principles used and significant estimates made by management; and evaluating the 
overall financial statement presentation. The independent auditor concluded, based upon the audit, 
that there was a reasonable basis for rendering an unqualified opinion that the City of Santa Ana's 
financial statements for the fiscal year ended June 30, 2012 are fairly presented in conformity with 
generally accepted accounting principles (GAAP). The independent auditor's report is presented as 
the first component of the financial section of this report. 
 
The independent audit of the financial statements of the City of Santa Ana was part of a broader, 
federally mandated "Single Audit" designed to meet the special needs of federal grantor agencies. 
The standards governing Single Audit engagements require the independent auditor to report not only 
on the fair presentation of the financial statements, but also on the audited government's internal 
controls and compliance with legal requirements, with special emphasis on internal controls and legal  
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requirements involving the administration of federal awards. These reports are available in the City 
of Santa Ana's separately issued Single Audit Report. 
 
GAAP requires that management provide a narrative introduction, overview, and analysis to 
accompany the basic financial statements in the form of the Management's Discussion and Analysis 
(MD&A). This letter of transmittal is designed to complement the MD&A and should be read in 
conjunction with it. The City of Santa Ana's MD&A can be found immediately following the report 
of the independent auditors. 

 
 Profile of the Government 

 
 The City of Santa Ana, incorporated in 1886, is located in Orange County, California, which is 
considered to be one of the top growth areas in the state, and one of the top growth areas in the 
country. The City of Santa Ana currently occupies a land area of 27.2 square miles and serves a 
population of 327,731. The City of Santa Ana is considered the governmental center of all Orange 
County.  The City Civic Center complex houses County Administration, State Offices, Federal  
Offices as well County Court functions and the Ronald Reagan Federal Court House. 

 
 The City of Santa Ana has operated under the council-manager form of government since 1952, 
having been one of the first in the state to adopt this form of government. Policy-making and 
legislative authority are vested in a governing city council consisting of the mayor and six other 
members. The City Council, among other things, is responsible, for passing ordinances, adopting the 
budget, appointing committees, and hiring the City Manager, City Attorney, and the City Clerk. The 
City Manager is responsible for carrying out the policies and ordinances of the City Council, for 
overseeing the day-to-day operations of the City, and for appointing the heads of the various 
departments. The council is elected on a non-partisan basis. Council members serve four-year 
staggered terms, with three council members elected every two years. The mayor is elected to serve a 
two-year term. The mayor and all council members are elected at large. 

 

 The City of Santa Ana provides a full range of services, including police and fire protection; the 

construction and maintenance of streets and other infrastructure; recreational activities; public library 

and cultural events. Although the City of Santa Ana was also responsible for three legally separate 

entities: The Community Redevelopment Agency of the City of Santa Ana (RDA), the Housing 

Authority, and the Santa Ana Financing Authority.  The dissolution of Redevelopment Agencies 

through AB1x26 resulted in the establishment of the Successor Agencies to the Redevelopment 

Agencies.  The City adopted a resolution declaring its intent to serve as the Successor Agency to the 

RDA (Successor Agency) and also designating the Housing Authority of the City of Santa Ana to 

serve as the Housing Successor Agency.    Additional information on all four of these legally 

separate entities can be found in Note 1A in the notes to the basic financial statements. 

 
The annual budget serves as the foundation for the City of Santa Ana's financial planning and 
control. During the months of January through April of each year, the City of Santa Ana agencies 
submit requests for appropriation to the City Manager which are then used to develop the proposed 
budget. The City Manager then presents this proposed budget to the council for review prior to June 
15. The council is required to hold public hearings on the proposed budget and to adopt a final 
budget by no later than July 31. The appropriated budget is prepared by fund, department (e.g., 
police), and program (e.g., police patrol). Upon adoption of the budget, department heads may make 
appropriation adjustments within a department. Appropriation adjustments between departments; 
however, require the special approval of the City Council. The Comprehensive Annual Financial 
Report includes budgetary comparisons for individual governmental funds for which a budget has 
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been adopted. The general fund comparison is presented on page 122 as part of the basic financial 
statements for the governmental funds. Governmental funds comparison, other than the general fund, 
with appropriated annual budgets, is presented in the governmental fund subsection of this report, 
which starts on pages 123 through 124 as well as on pages 138 and 141. 

 

Factors Affecting Financial Condition 

 

The information presented in the financial statements is perhaps best understood when it is 
considered from the broader perspective of the specific environment within which the City of Santa 
Ana operates. 
 

Economic base. The City of Santa Ana is located within the Los Angeles- Long Beach-Santa Ana 
Metropolitan area. The area is the 2nd highest producing metro area as measured by Gross 
Metropolitan Product.  The City of Santa Ana is known as the heart of Orange County and the center 
of government, commerce and transportation.  Santa Ana is home to over 25,000 businesses (as 
measured by business licenses issued) with the top 25 businesses generating more than 30% of the 
jurisdiction’s total sales/use tax revenue.  The City has a solid retail base which is anchored by the 
Main Place Mall, the Santa Ana Auto Mall and a resurging downtown. The downtown area has 
recently attracted many new restaurants that surround a cultural artist village component.  
 
In addition, the City’s general economic base includes transportation, business to business, general 
retail, food industry and construction.  Key elements in enhancing the City’s economic base are 
business attraction and retention program as well as the City’s designation to the Enterprise Zone.  
The City’s designation as an Enterprise Zone provides a competitive edge in maintaining and 
attracting new businesses to the area.  These include general retail, transportation, manufacturing, 
business to business endeavors construction, and food products.  
 

Local economy.  Although the City is positioned to thrive given the activity as listed above, the 
economic recession which began in 2007 did have a dramatic effect on state and local governments 
across the nation. With the housing market sub-prime “bubble” collapse, increased failures of many 
major financial institutions and resulting limits on borrowing, and increasing unemployment the 
resulting effect on state and local revenue was dramatic. The City of Santa Ana was no exception. 
California’s unemployment rate fell to 10.2% in September 2012, Orange County was at 7.1%, while 
Santa Ana which reached a high of 15% in 2010 has dropped to 11.4% as of October 2012.  All these 
events placed pressure on local economic activity.  However, after several years of economic decline, 
building permit, business license and retail activity are showing signs of modest growth. With what 
now appears to be an economy that is stabilizing, two of the City’s major local revenues sources 
(sales and hotel visitors’ taxes) are now trending upwards. 
 
However, the State of California continues to have its own budgetary challenges that in turn places 
pressure upon local city revenues. As an example and in response to their own budgetary challenges, 
the State eliminated the current funding mechanism for all Redevelopment Agencies. Curtailing 
redevelopment activities changes the efforts and focus for local agencies on how to create jobs and 
future development projects.    
 
Overall, there are signs of an economic recovery although modest. Low job growth and high 
unemployment will continue to place pressure on a quick recovery. The depth of the recession and 
asset values lost make economists to believe that recovery will be long term.  The erosion of City of 
Santa Ana General Fund revenues over the past four fiscal years and the projected slow growth only 
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means that there has been a structural shift in local revenues. By the end of fiscal year 2011-12 the 
City established a new revenue base line for future growth.   
 
Long-term financial planning.  With the collapse of the economy, ensuring the City’s financial 
stability has become a critical component in developing a short term response and long term financial 
plan. In response to declining revenues, the City repositioned itself in terms of programs and staffing. 
From FY 08-09 thru 11-12, 582 (33%) full-time positions were impacted either through layoffs, 
attrition, or un-funding of positions.  In addition, the City negotiated various concessions from labor 
groups which included furloughs, higher contributions towards pension and health benefit costs, 
outsourcing such as the Fire and Medical services and several agencies were combined to gain 
efficiency.  
 
For fiscal year 2012-13 the City committed to establishing a fundamental strategy of balancing 
budgets by adopting a formal fiscal policy.  As a result, the City submitted a balanced budget that 
balanced recurring revenues with recurring expenditures. As the City begins to align its operational 
budget, fiscal sustainability also requires a financial reserve structure that will allow the City to 
survive the next major negative economic event. As part of the FY2012-13 budget adoption process, 
the approval and adoption of the City’s reserve policy is an important new practice. The reserve 
policy provides for a two-tiered reserve; outlines the plan to bring the City back into acceptable 
reserve levels recommended by the Government Finance Officers Association (GFOA), and defines 
the balance budget approach that will help guide the City in the forthcoming years.  
 
In addition, the City is reviewing many of its bonds to determine refinancing opportunities or to 
reduce annual payments by capitalizing on lower interest rates. It is reviewing its various funds to 
ensure adequate reserves and will look to implement long term policies to ensure proper reserve 
levels.   In 2012-13, the City will continue to research grant opportunities provided by the Federal 
and State governments and aggressively apply for programs that are in alignment with City goals.  
Through the efforts of our departments and the citywide grants task force, the City secured $70.9                          
million in competitive grant funding in fiscal year 2012-2013.  Also through the efforts of the Santa 
Ana Police Department, the Department of Homeland Security has awarded the City the Fiscal Year 
2013 Urban Area Security Initiative Grant for $10.74 million.  This financial assistance will provide 
funding to address the unique planning, equipment, training, and exercise needs of large urban areas 
and to assist the City in building an enhanced and sustainable capacity to prevent, respond to, and 
recover from threats or acts of terrorism.  
 
Although the City recently experienced a modest drop in population that can be attributed to the 
resulting migration and hardships of the economic recession, the City’s population has increased by 
almost 50% over the last 20 years. As the economy improves, it is anticipated that Santa Ana will 
continue to experience modest population growth through 2025. To ensure a thriving community the 
City has always placed emphasis in providing and maintaining a solid infrastructure and essential 
community facilities. As such, the city strives to ensure proper levels of maintenance for our 
infrastructure, public buildings, parks and neighborhoods.  This is reflected in the $29.8 million 
Capital Improvement Program. Fiscal year 2012-2013 includes: $9.06 million committed for street 
resurfacing, and reconstruction of damaged curbs, and sidewalks; $6.55 million for improvements at 
City parks and public facilities; $10 million for improvements to the water and sewer systems; and 
$1.64 million for traffic improvements. 

 

External Financial Impacts. As local governmental agencies dealt with the effects of declining 
revenues due to the economic recession and mounting costs associated with PERS retirement system, 
rating agencies were also under scrutiny because many had failed to warn the financial markets of the 
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potential problems. As such, an increase in rating agency reviews of existing debt rose over the past 
year resulting in downgrades of various issuances across many jurisdictions.  The City of Santa Ana 
was no exception. During the latter part of calendar year 2011, Moody’s downgraded Certificates of 
Participation on City Hall Expansion project from A2 to Baa1.  However, with the City’s efforts in 
establishing a balanced budget and building up reserves, the City is in a position for a positive 
review.  
 
Key areas for the City to improve its financial stability include continuing to contain its 
compensation structure through higher employee contributions (employees to pick-up higher costs) 
as it relates to pension and health benefits, continuing to build upon the established reserves and 
meeting the overall reserve objective, and exploring alternative service delivery models that are cost 
effective and more efficient.  In addition, the City is looking to ensure that all areas have sound fiscal 
and legal assessments as it moves to structural stability. The City engaged outside legal counsel to 
provide a review of its bond disclosure requirements and process, an overall assessment on revenue 
streams, and to provide recommendations to minimize any outside challenges.  
 
Major initiatives.  The City of Santa Ana has launched a comprehensive fat, oils, and grease (FOG) 
control program under the State laws requirement. The Public Works and the Planning and Building 
Agencies cooperated to develop a comprehensive program that includes providing education, 
information and assistance to businesses and homes owners to keep FOG out of the sewer system. 
 
Recently the City of Santa Ana Planning and Building Agency has launched its online inspection 
scheduling system where its residents can schedule, view and cancel building inspections online for 
24 hours a day and 7 days a week. 
 
Since its inception, the Community Development of the City of Santa Ana has been received $17.3 
million in Neighborhood Stabilization Program (NSP). The City has implemented five programs: 
Downpayment Assistant; Acquisition & Rehabilitation of Single Family Homes; Acquisition & 
Rehabilitation of Condominiums and Historic Homes; Acquisition & Rehabilitation of Rental 
Housing; and Redevelopment. At the time of the enactment of the Housing and Economic Act of 
2008, the City of Santa Ana had approximately 1,500 foreclosures, 1,100 Notice of Default, and 
1,700 active subprime loans throughout the city. The Housing crisis has affected all sectors of the 
City community. The City is focused on stabilizing its neighborhood by focusing its acquisition and 
rehabilitation activities in distressed neighborhoods. 
  
The American Recovery and Reinvestment Act (ARRA) has awarded Santa Ana $38 million. The 
fund is utilized for housing, homeless prevention, transportation, infrastructure, safety, job training 
and energy programs. $20.4 million is the provide services that create a suitable living environment 
and prevent individuals and families from becoming homeless. $4.2 million is to help create jobs by 
encouraging business growth, as well as the establishment of workforce programs aims at dislocated 
workers, adults and youth. $7.6 million is to advance the functioning of the criminal justice system, 
provide public safety programs and develop public safety technology. $2.5 million is to advance 
regional transportation through improvements in exiting passenger infrastructure for long-term 
regional growth.  $3.3 million is to improve energy efficiency in transportation and infrastructure and 
to reduce total energy usage. The chosen energy efficiency projects are anticipated to reduce annual 
energy use by 795,341 kWh, with a consequent reduction in CO2e emissions of 383 tons each year. 
The projects are also projected to create 39.21 jobs.   
 
Pension and other post-employment benefits. The City has contracted with the California Public 
Employee's Retirement System (CalPERS) to provide certain retirement, disability, death and 
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The Honorable City Council of 
    the City of Santa Ana, California 
 
 

Independent Auditor’s Report 
 
We have audited the accompanying financial statements of the governmental activities, the business-type 
activities, each major fund, and the aggregate remaining fund information of the City of Santa Ana, 
California (City), as of and for the year ended June 30, 2012, which collectively comprise the City’s basic 
financial statements as listed in the table of contents. These financial statements are the responsibility of the 
City’s management.  Our responsibility is to express opinions on these financial statements based on our 
audit. 
 
We conducted our audit in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards issued 
by the Comptroller General of the United States. Those standards require that we plan and perform the audit 
to obtain reasonable assurance about whether the financial statements are free of material misstatement.  An 
audit includes consideration of internal control over financial reporting as a basis for designing audit 
procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the 
effectiveness of the City’s internal control over financial reporting.  Accordingly, we express no such 
opinion.  An audit also includes examining, on a test basis, evidence supporting the amounts and disclosures 
in the financial statements, assessing the accounting principles used and significant estimates made by 
management, as well as evaluating the overall financial statement presentation. We believe that our audit 
provides a reasonable basis for our opinions. 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the respective 
financial position of the governmental activities, business-type activities, each major fund, and the aggregate 
remaining fund information of the City as of June 30, 2012, and the respective changes in financial position 
and, where applicable, cash flows thereof for the year then ended in conformity with accounting principles 
generally accepted in the United States of America. 
 
As discussed in Note 5 to the basic financial statements, the California State Legislature enacted legislation 
that dissolved redevelopment agencies in the State of California as of February 1, 2012. On February 1, 
2012, the City, as the Successor Agency to the Santa Ana Redevelopment Agency, became responsible 
for overseeing the dissolution process and the wind down of redevelopment activity. 
 
As discussed in Note 6 to the basic financial statements, the Successor Agency to the Santa Ana 
Redevelopment Agency is in the process of resolving the disagreements with the conclusions rendered by 
the State Department of Finance on the amounts due to taxing entities as noted in the Due Diligence 
Review for the Low and Moderate Income Housing Fund and on certain obligations listed on the 
Recognized Obligations Payment Schedule for the period January 1, 2013 through June 30, 2013.  Due to 
the uncertainties surrounding the outcome of the requested meet and confer with the State Department of 
Finance, the ultimate outcome of these issues cannot presently be determined, and accordingly, no 
provision for any liability that may result has been recorded in the financial statements. 



In accordance with Government Auditing Standards, we have also issued our report dated December 4,  2012, 
on our consideration of the City’s internal control over financial reporting and on our tests of its compliance 
with certain provisions of laws, regulations, contracts, and grant agreements and other matters.   The purpose 
of that report is to describe the scope of our testing of internal control over financial reporting and compliance 
and the results of that testing, and not to provide an opinion on the internal control over financial reporting or 
on compliance. That report is an integral part of an audit performed in accordance with Government Auditing 
Standards and should be considered in assessing the results of our audit. 
 
Accounting principles generally accepted in the United States of America require that the management’s 
discussion and analysis and other required supplementary information identified in the accompanying table of 
contents be presented to supplement the basic financial statements. Such information, although not a part of 
the basic financial statements, is required by the Governmental Accounting Standards Board, who considers 
it to be an essential part of financial reporting for placing the basic financial statements in an appropriate 
operational, economic, or historical context. We have applied certain limited procedures to the required 
supplementary information in accordance with auditing standards generally accepted in the United States of 
America, which consisted of inquiries of management about the methods of preparing the information and 
comparing the information for consistency with management’s responses to our inquiries, the basic financial 
statements, and other knowledge we obtained during our audit of the basic financial statements. We do not 
express an opinion or provide any assurance on the information, because the limited procedures do not 
provide us with sufficient evidence to express an opinion or provide any assurance. 
 
Our audit was conducted for the purpose of forming opinions on the financial statements that collectively 
comprise the City’s financial statements as a whole. The introductory section, combining and individual fund 
financial statements and schedules identified in the accompanying table of contents (supplementary 
information) and statistical sections are presented for purposes of additional analysis and are not a required 
part of the financial statements. The supplementary information is the responsibility of management and was 
derived from, and relates directly to, the underlying accounting and other records used to prepare the financial 
statements. The supplementary information has been subjected to the auditing procedures applied in the audit 
of the financial statements and certain additional procedures, including comparing and reconciling such 
information directly to the underlying accounting and other records used to prepare the financial statements 
or to the financial statements themselves, and other additional procedures in accordance with auditing 
standards generally accepted in the United States of America. In our opinion, the information is fairly stated, 
in all material respects, in relation to the financial statements as a whole. The introductory section and 
statistical section have not been subjected to the auditing procedures applied in the audit of the basic financial 
statements and, accordingly, we express no opinion on them. 
 

 
Newport Beach, California 
December 4, 2012 
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Management's Discussion and Analysis 
 
As management of the City of Santa Ana (City), we offer the readers of the City’s financial statements this 
narrative overview and analysis of financial activities for fiscal year end June 30, 2012. We encourage readers 
to consider the information presented here in conjunction with additional information furnished in our letter of 
transmittal, which can be found on pages 1-6 of this report. All amounts, unless otherwise indicated, are 
expressed in thousands of dollars. 
 
Financial Highlights 
 

 The City of Santa Ana’s combined governmental activity and business-type activity assets exceeded 
its liabilities at the close of the most recent fiscal year by $1,175,933 (net assets).  Of this amount, 
$59,514 is unrestricted. The City’s investment in capital assets, net of related debt is $877,414, and 
$239,005 is restricted for debt service, capital projects and specific projects and programs.  Overall, 
governmental activities total revenue remained relatively flat when compared to the prior year. The 
City’s general revenues (a component of the general activities total revenue) decreased $16,113 or 
(8.26%) from fiscal year 2010-11 primarily as a result of the dissolution of Redevelopment and the 
elimination of Property Tax Increment dollars.  Sales tax and Hotels visitors’ tax revenues increased 
slightly indicating a modest improvement in the economy.  The City also raised fees and charges for 
services and experienced an increase in the demand for services.  In addition to the above, the City 
recorded a net extraordinary gain due to the assets and liabilities transferred to the Successor Agency 
to the Community Redevelopment Agency (Successor Agency) in the Santa Ana Redevelopment 
Agency Private-Purpose Trust Fund (in accordance with the Assembly Bills X1 26), which resulted 
in an increase of total net assets by $25,440. 

 As of the close of the current fiscal year, the City of Santa Ana’s governmental funds reported a 
combined ending fund balance of $135,638, a decrease of $72,379 as compared to the prior fiscal 
year.  The decrease was primarily due to the dissolution of the Community Redevelopment Agency 
as assets were transferred to the Successor Agency.   Total fund balance (assigned and unassigned) 
for the general fund totaled $23,996, representing an increase of $13,022 (118%) when compared to 
the prior fiscal year.  During the budget process for fiscal year 12-13, the City Council adopted a 
formal Reserve Policy as well as a financial plan in order to achieve and maintain adequate reserve 
levels.  As of June 30, 2012 the unassigned fund balance is $19,336 or 9.8% of fiscal year 12-13 
budgeted operating expenditures (See Note 4H on page 115) and is designated as the City’s reserve 
in accordance with the adopted reserve policy. 

 The City experienced a net decrease in its total bonded debt and loans by $120,138 in the fiscal year 
under review due to principal repayments of existing debt, and the liabilities transferred to the 
Successor Agency (See Note 3D on page 87 through 101). 

 
Overview of the Financial Statements 
 
This discussion and analysis is intended to serve as an introduction to the City of Santa Ana’s basic financial 
statements.  The City of Santa Ana’s basic financial statements consist of three components: 1) government-
wide financial statements, 2) fund financial statements, and 3) notes to the basic financial statements.  This 
report also contains other supplementary information in addition to the basic financial statements themselves. 
 
Government-wide financial statements.  The government-wide financial statements are designed to provide 
readers with a broad overview of the City of Santa Ana’s finances, in a manner similar to a private sector 
business. 
 
The statement of net assets presents information on all of the City of Santa Ana’s assets and liabilities, with 
the difference between the two reported as net assets.  Over time, increases or decreases in net assets may 
serve as a useful indicator of whether the financial position of the City of Santa Ana is improving or 
deteriorating. 
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The statement of activities presents information showing how the government's net assets changed during the 
most recent fiscal year.  All changes in net assets are reported as soon as the underlying event giving rise to 
the change occurs, regardless of the timing of related cash flows.  Thus, revenues and expenses are reported in 
this statement for some items that will only result in cash flows in future fiscal periods (e.g., uncollected taxes 
and earned but unused vacation leave). 
 
Both of the government-wide financial statements distinguish functions of the City of Santa Ana that are 
principally supported by taxes and intergovernmental revenues (governmental activities) from other functions 
that are intended to recover all or a significant portion of their costs through user fees and charges (business 
type activities). The governmental activities of the City of Santa Ana include general government, human 
resources, finance and management services, museum, library, recreation and community services, police, 
fire, planning and building, public works and community development.  The business type activities of the 
City of Santa Ana include Water, Refuse Collection, Parking, Sanitation, Regional Transportation Center, 
Sewer and the Federal Clean Water Protection. 
 
The government-wide financial statements include not only the City of Santa Ana itself (known as the 
primary government), but also blended component units. Certain blended component units, although legally 
separate entities are, in substance, part of the primary government’s operations and are included as part of the 
primary government. Accordingly, the final seven months of the activity of the Community Redevelopment 
Agency of the City of Santa Ana (RDA), the Housing Authority, and the Santa Ana Financing Authority 
(SAFA) are reported as part of the primary government.  After the date of the dissolution, the Successor 
Agency activities are reported in the Santa Ana Redevelopment Agency Private-Purpose Trust Fund, a 
fiduciary fund. While the Successor Agency is a blended component unit of the City, fiduciary funds are not 
presented in the government-wide financial statements as the resources are not available to support City 
programs. 
 
The government-wide financial statements can be found on pages 34-36 of this report. 
 
Fund financial statements. A fund is a grouping of related accounts that is used to maintain control over 
resources that have been segregated for specific activities or objectives. The City of Santa Ana, like other 
state and local governments, use fund accounting to ensure and demonstrate compliance with finance-related 
legal requirements. All of the City of Santa Ana funds can be divided into three categories: governmental 
funds, proprietary funds, and fiduciary funds. 
 
Governmental funds. Governmental funds are used to account for essentially the same functions reported as 
governmental activities in the government-wide financial statements. However, unlike the government-wide 
financial statements, governmental fund financial statements focus on near-term inflows and outflows of 
spendable resources, as well as on balances of spendable resources available at the end of the fiscal year. 
Such information may be useful in evaluating a government's near-term financing requirements. 
 
Because the focus of governmental funds is narrower than that of the government-wide financial statements, it 
is useful to compare the information presented for governmental funds with similar information presented for 
governmental activities in the government-wide financial statements. By doing so, readers may better 
understand the long-term impact of the government's near-term financing decisions. Both the governmental 
fund balance sheet and the governmental fund statement of revenue, expenditures, and changes in fund 
balances provide a reconciliation to facilitate this comparison between governmental funds and governmental 
activities. 
 
The City of Santa Ana maintains seventeen individual governmental funds. Information is presented 
separately in the governmental fund balance sheet and in the governmental fund statement of revenues, 
expenditures, and changes in fund balances for the General Fund, Special Revenue Grants Fund, Special 
Revenue Housing Authority Fund, Special Revenue Gas Tax Fund, Capital Projects Housing Successor 
Agency, Capital Projects Community Redevelopment Agency Fund, Capital Projects Street Construction, 
Debt Service Community Redevelopment Agency Fund and the Debt Service Santa Ana Financing Authority 



MANAGEMENT’S DISCUSSION AND ANALYSIS 
  

20 
 

Fund, all of which are considered to be major funds.  Data from the other governmental funds are combined 
into a single, aggregated presentation.  Individual fund data for each of these nonmajor governmental funds is 
provided in the form of combining statements in the Supplementary information. 
 
The City of Santa Ana adopts an annual appropriated budget for its General Fund, Housing Authority Special 
Revenue Fund, Special Gas Tax Fund and other nonmajor Special Revenue Funds, including Sewer 
Connection Fee, Civic Center and Maintenance, Inmate Welfare Fund and Air Quality Improvement.  A 
budgetary comparison statement has been provided for such funds to demonstrate compliance with this 
budget. 
 
The basic governmental fund financial statements can be found on pages 43-49 of this report. 
 
Proprietary funds.  The City of Santa Ana maintains two different types of proprietary funds.  Enterprise 
funds are used to report the same functions presented as business-type activities in the government-wide 
financial statements. The City of Santa Ana enterprise funds account for Water, Refuse Collection, Parking, 
Sanitation, Regional Transportation Center, Sewer, and Federal Clean Water Protection. Internal service 
funds are utilized to accumulate and allocate costs internally among the City of Santa Ana’s various functions. 
The City of Santa Ana’s internal service funds account for, amongst others, its self insurance, equipment 
maintenance/replacement, and information systems. Because these services predominantly benefit 
governmental rather than business type functions, they have been included within governmental activities, in 
the government-wide financial statements. 
 
Proprietary funds provide the same type of information as the government-wide financial statements, only in 
more detail.  The proprietary fund financial statements provide separate information for the water, parking 
and sewer operations which are considered to be major funds of the City of Santa Ana. Remaining nonmajor 
enterprise funds and all internal service funds are aggregated in a single column in the proprietary fund 
financial statements, respectively. Individual fund data for the nonmajor enterprise and all internal service 
funds are provided in the form of combining statements in the Supplementary Schedules. 
 

The basic proprietary fund financial statements can be found on pages 51-58 of this report. 
 
 
Fiduciary funds.  Fiduciary funds are used to account for resources held for the benefit of parties outside of 
government.  Fiduciary funds are not reflected in the government-wide financial statement because the 
resources of those funds are not available to support the City of Santa Ana’s own programs. The accounting 
used for fiduciary funds is much like that used for proprietary funds. 
 
The basic fiduciary funds financial statements can be found on page 59 to 60 and 171 to 175 of this report. 
 
Notes to the basic financial statements. The notes provide additional information that is essential to a full 
understanding of the data provided in the government-wide and fund financial statements. The notes to the 
financial statements can be found on pages 64-118 of this report. 
 
Other information. In addition to the basic financial statements and accompanying notes, this report also 
presents certain required supplementary information concerning the City of Santa Ana’s budgetary 
information and compliance; the Schedule of Funding Progress for Pensions and OPEB plans. Required 
supplementary information can be found on pages 127-128 of this report. 
 
The combining statements referred to earlier in connection with nonmajor governmental funds, enterprise 
funds, internal service funds and fiduciary funds are presented immediately following the required 
supplementary information captioned supplementary schedules.  Combining and individual fund statements 
and schedules can be found on pages 132-175 of this report. 
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Government-wide Financial Analysis 
 
As noted earlier, net assets may serve over time as a useful indicator of government's financial position.  In 
the case of the City of Santa Ana, assets of the City’s governmental activities exceeded liabilities by 
$1,175,933 at the close of fiscal year 11-12 as compared to the net assets of $1,065,030 in fiscal year 10-11. 
 
By far the largest portion of the City of Santa Ana net assets reflects its investment in capital assets (e.g., land, 
rights of way, infrastructure, buildings, machinery, and equipment); less any related debt used to acquire those 
assets that is still outstanding.  The City of Santa Ana uses these capital assets to provide services to citizens; 
consequently, these assets are not available for future spending.  Although the City of Santa Ana’s investment 
in capital assets is reported net of related debt, it should be noted that the resources needed to repay this debt 
must be provided from other sources, since the capital assets themselves cannot be used to liquidate these 
liabilities. 
 

Governmental Business-type
Activities Activities Total

2012 2011 2012 2011 2012 2011

Current and other assets $ 351,586 $ 422,268 $ 49,527 $ 47,477 $ 401,113 $ 469,745
Capital assets 935,381 927,234 110,200 110,123 1,045,581 1,037,357

Total assets 1,286,967 1,349,502 159,727 157,600 1,446,694 1,507,102

Long-term liabilities 211,434 363,065 22,993 24,781 234,427 387,846
Other liabilities 27,460 45,849 8,874 8,377 36,334 54,226

Total liabilities 238,894 408,914 31,867 33,158 270,761 442,072

Net assets:
Invested in capital assets-

net of related debt 787,634 767,746 89,780 87,551 877,414 855,297
Restricted 236,683 146,268 2,322 1,186 239,005 147,454
Unrestricted 23,756 26,574 35,758 35,705 59,514 62,279

Total net assets $ 1,048,073 $ 940,588 $ 127,860 $ 124,442 $ 1,175,933 $ 1,065,030

City of Santa Ana Statement of Net Assets

 
 
An additional portion of the City of Santa Ana’s governmental activities net assets (22.58 percent) represents 
resources that are subject to external restrictions on how they may be used.  As of June 30, 2012 the City’s 
governmental activities unrestricted net assets are a positive $23,756 or 2.27 percent of net assets.  The 
government’s total net assets are increased by $110,903 for the current fiscal year.  The largest component of 
this increase is  due primarily to the liabilities transferred to the Successor Agency in accordance with the 
Assembly Bills X1 26. 
 
At the end of the current fiscal year, the City of Santa Ana is able to report positive balances in three 
categories of net assets for its governmental activities.  In the business-type activities the City also has 
positive balances in the three categories of net assets.  The same holds true for the prior fiscal year. 
 
 
Governmental activities.  Governmental activities increased the City of Santa Ana’s net assets by $107,485, 
thereby accounting for 96.92 percent of the total growth in net assets.  Key elements related to the increase are 
as follows:  



MANAGEMENT’S DISCUSSION AND ANALYSIS 
  

22 
 

2012 2011 2012 2011 2012 2011
Program revenues:
   Charges for services $ 82,965       $ 59,552   $ 86,460   $ 83,937   $ 169,425       $ 143,489    
   Operating grants and
      contribution 75,051       87,080   666        295         75,717         87,375      
   Capital grants and
      contribution 37,001       32,910   -        -         37,001         32,910      
General revenues:
   Property taxes 87,190       103,610 -        -         87,190         103,610    
   Sales taxes 38,744       37,409   -        -         38,744         37,409      
   Hotels visitor's taxes 7,024         5,970     -        -         7,024          5,970        
   Utility users taxes 24,367       25,327   -        -         24,367         25,327      
   Business taxes 10,318       10,380   -        -         10,318         10,380      
   Franchise taxes 7,460         7,562     -        -         7,460          7,562        
   Other taxes 1,401         1,176     -        -         1,401          1,176        
   Intergovernmental, unrestricted 466            1,934     -        -         466             1,934        
   Investment income 951            869        152        146         1,103          1,015        
   Others 863            666        -        -         863             666           

      Total revenues 373,801       374,445   87,278     84,378     461,079       458,823      

Expenses:
   General government 7,607         7,751     -        -         7,607          7,751        
   Human resources 1,396         1,545     -        -         1,396          1,545        
   Finance and management services 2,361         3,037     -        -         2,361          3,037        
   Museum 1,949         1,954     -        -         1,949          1,954        
   Library 3,706         3,302     -        -         3,706          3,302        
   Recreation and community services 18,247       18,828   -        -         18,247         18,828      
   Police department 98,802       126,326 -        -         98,802         126,326    
   Fire department 40,712       48,198   -        -         40,712         48,198      
   Planning and building 7,610         7,998     -        -         7,610          7,998        
   Public works 18,538       23,075   -        -         18,538         23,075      
   Community development 77,219       58,735   -        -         77,219         58,735      
   Pass-through payments to districts
       and other agencies 3,393         12,760   -        -         3,393          12,760      
   County administrative charge 1,547         525        -        -         1,547          525           
   Interest on long-term debt 8,669         14,664   -        -         8,669          14,664      
   Water -            -         49,271   45,674   49,271         45,674      
   Parking -            -         2,963     2,631      2,963          2,631        
   Refuse -            -         16,024   15,339   16,024         15,339      
   Transportaion center -            -         1,280     1,313      1,280          1,313        
   Sewer -            -         4,268     3,462      4,268          3,462        
   Sanitation -            -         8,417     8,403      8,417          8,403        
   Federal clean water protection -            -         1,637     2,359      1,637          2,359        

      Total expenses 291,756       328,698   83,860     79,181     375,616       407,879      
            

Increase in net assets before extraordinary 
gain 82,045         45,747     3,418       5,197       85,463         50,944        
Extraordinary Gain 25,440       -         -        -         25,440         -            
Increase in net assets 107,485     45,747   3,418     5,197      110,903       50,944      
Net assets beginning 940,588     894,841 124,442 119,245 1,065,030    1,014,086 

Net assets ending $ 1,048,073    $ 940,588   $ 127,860   $ 124,442   $ 1,175,933    $ 1,065,030   

City of Santa Ana's Changes in Net Assets

Activities
Governmental Business-type

Activities Total

Property taxes decreased by $16,420 (15.85 percent) during the year as the result of the dissolution of the 
RDA and the resulting decline in property tax revenues known as Redevelopment Tax Increment. Sales tax 
and Hotel Visitors’ tax revenue under the governmental activities increased by $1,335 (3.57 percent) and 
$1,054 (17.65 percent) respectively showing signs of modest growth.  Beside the RDA dissolution and 
resulting gain of $25M, the increase in charges for services in the amount of $23.4M resulting from the 
conversion of the increase of $30M in new  loans and notes receivable  recorded in the Capital Projects 
Housing Successor Agency as deferred revenue because it does not meet the availability criterion.  Operating 
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and capital grants and contributions for governmental activities decreased by $7,938 (6.62 percent) primary 
due to a decline in Federal Community Development Block Grant awards. The total expenses in 
Governmental Activities decreased 11.24% as compared to fiscal year 10-11 primarily due to a reduction in 
staffing levels, negotiated labor concessions, outsourcing of the Fire Department, and the dissolution of RDA. 

              
Expenses and Program revenues - Government Activities
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Business-type activities. Business-type activities increased the City of Santa Ana net assets by $3,418, 
accounting for 3.08 percent of the total growth in the government's net assets.  Key elements of this increase 
are as follows: 
 
•  Charges for services in business-type activities increased by $2,523 (3.01 percent) as compared to the prior 

fiscal year.  The Water Enterprise accounted for an increase of $1,699, Parking Funds accounted for an 
increase of $712, and Sewer Funds accounted for an increase of $104. The nonmajor enterprise funds 
accounted for an increase of $8. The increases in charges for services revenue were primary due to the 
increase in services demand as well as the rate increases for services. 

 
•  Investment earnings increased by $6 (4.11 percent) for business-type activities. The increase was due to a 

higher investment portfolio. 
 

•  Total expenses for business-type activities increased by $4,679 (5.91 percent) as compared to the prior 
fiscal year. The increase was primarily due to the termination payout to retirees during fiscal year 2011-12. 
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Financial Analysis of the Government's Funds 

 
As noted earlier, the City of Santa Ana uses fund accounting to ensure a demonstrated compliance with 
finance-related legal requirements. 
 
Governmental funds. The focus of the City of Santa Ana’s governmental funds is to provide information on 
near-term inflows, outflows, and balances of spendable resources. Such information is useful in assessing the 
City of Santa Ana’s financing requirements. In particular, unassigned fund balance may serve as a useful 
measure of a government’s net resources available for spending at the end of the fiscal year. 
 
As of the end of the current fiscal year, the City of Santa Ana’s governmental funds reported combined 
ending total fund balances of $135,638 of which $16,719 constitutes the unassigned fund balance. The 
remainder of the total governmental fund balance is allocated as follows: 1) $4,661 assigned to contractual 
obligations and continuing projects; 2) $3,652 for non-spendable items; and 3) $110,606 restricted for specific 
spending. 
 
The General Fund is the chief operating fund of the City of Santa Ana. At the end of the current fiscal year, 
the fund balance of the general fund was $23,996 (includes assigned amount of $4,661 and unassigned 
amount of  $19,336) as compared to $10,974 in fiscal year 10-11. Significant improvements in the general 
fund’s fund balance were achieved as a result of a combination of modest improvements in the economy and 
well as the cost reduction strategy implemented over the past two years. 
 
From a revenue perspective, Santa Ana’s major revenue sources within the general fund continue to show 
signs that the economy is improving at a minimum, and experiencing modest growth.  In fiscal year 11-12, 
sales tax and hotel visitors tax increased 3.57% and 17.65% respectively; property taxes increased 8.10% 
when compared to fiscal year 10-11.  In addition, revenues tied to charges for services increased 6.73% and 
license and permits increased 3.80%. 
 
From an expenditure reduction standpoint, the City responded to the financial challenges by implementing 
many cost reduction strategies which included; departmental consolidations/reorganizations, maintaining 
vacancies, reductions in workforce, offering retirement incentives, and achieving major concessions by 
renegotiating labor group agreements. In addition, on April 20, 2012, the City outsourced its fire services to 
the Orange County Fire Authority, which is anticipated to generate between $8.7 to $10 million in savings on 
an annual basis.   
 
As a measure of General Fund liquidity, it may be useful to compare unassigned fund balance  to total 
General Fund expenditures. The Government Finance Officers Association (GFOA) recommends, at a 
minimum, that general-purpose governments, regardless of size, maintain unrestricted fund balance in their 
general fund of no less than two months of regular general fund operating revenues or regular general fund 
operating expenditures, roughly a 15 to 20 percent reserve level. The City’s unassigned fund balance in the 
General Fund is approximately 9.81 percent of total 12-13 general fund operating expenditures.   
  
The Special Revenue Grants’ fund balance is $5,845 in fiscal year 11-12 as compared to the fund balance of 
$6,080 in fiscal year 10-11. The 3.87% decrease was due to the reduction on Federal Community 
Development Block Grant award. 
 
The Special Revenue Housing Authority’s fund balance is $5,165 in fiscal year 11-12 as compared to the fund 
balance of $5,231 in fiscal year 10-11. The 1.26 percent decrease was due to the reduction in administrative 
fee received from grant awards. 
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The Special Revenue Gas Tax Fund had a decrease in fund balance of $644 in the current fiscal year. The 
decrease was primarily due to the spending of proceeds received from the issuance of Gas Tax Revenue 
Certificates of Participation for the 2007 Local Street Improvement Project. 
 
The Capital Projects Community Redevelopment Agency fund had a fund balance decrease of $110,150 in 
the current year. The decrease was due to the assets transferred to Successor Agency in the related Santa Ana 
Redevelopment Private-Purpose Trust Fund and the Capital Projects Housing Successor Agency fund in 
accordance with the Assembly Bills X1 26 and 1484. 
 
The Capital Projects Housing Successor Agency fund had a fund balance increase of $37,193 in the current 
year. The increase was due to the assets transferred from the Dissolved RDA in accordance with the 
Assembly Bills X1 26 and 1484. 
 
The Capital Projects Street Construction Fund ended with a fund balance of $20,453 in fiscal year 11-12 as 
compared to the fund balance of $15,901 in fiscal year 10-11. The increase was primarily due to street 
projects that were carried forward into fiscal year 12-13. 
 
The Debt Service Community Redevelopment Agency Fund had a decrease of $14,544 in the current year. 
The decrease was due to the assets transfer from Dissolved RDA to the Santa Ana Redevelopment Private-
Purpose Trust Fund in accordance with the Assembly Bills X1 26. 
 
The Debt Service Santa Ana Financing Authority Fund had a decrease of $1,642 in the current year. The 
decrease was primarily due to the principal and interest payments on the debt.  
 
Proprietary funds. The City of Santa Ana’s proprietary funds provide the same type of information found in 
the government-wide financial statements, but in more detail. 
 
The Water fund ended the 11-12 fiscal year with total net assets of $73,316 as compared to net assets of 
$72,670 in fiscal year 10-11. The 0.89 percent increase was primarily due to the increase in services demand 
as well as a 2.02 percent rate increase. 
 
The Parking fund ended with total net assets of $10,970 in fiscal year 11-12 as compared to the net assets of 
$9,453 in fiscal year 10-11. The increase represents the degree to which increases in ongoing revenues have 
outperformed similar increases in ongoing expenses. 
 
The Sewer fund ended with total net assets of $23,739 in fiscal year 11-12 as compared to the net assets of 
$23,190 in fiscal year 10-11.  The $549 increase was primarily due to the increase in services demand as well 
as a 2.07 percent rate increase. 
  
Unrestricted net assets related to business-type activities remained flat for year end as compared to $35,705 in 
fiscal year 10-11.  
 
General Fund Budgetary Highlights 
 
During the year, there was a $4,915 increase in appropriations between the original and final amended budget.  
Following are the main components of the increase (decrease): 
 

 $4,367 to roll forward 2010-11 active purchase orders and contractual obligations into fiscal year 
2011-12 budget. 

 $340 supplemental appropriation to the Planning and Building Agency in anticipation of higher than 
anticipated planning and building activity. 
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 $75 supplemental appropriation to the Parks, Recreation & Community Services Agency in 
anticipation of the fund received from the Friend of Santa Ana Zoo (FOSAZ) for zoo walkway 
improvement. 

 $51 supplemental appropriation to the Parks, Recreation & Community Services Agency in 
anticipation of the fund received from carnival promoters for the 2012 carnival season. 

 $158 supplemental appropriation to the Public Works Agency in anticipation of the fund received 
from the Southern California Edison to pay for the LED street light installation. 

 $3 supplemental appropriation to the Police department in anticipation of the donation received from 
Target Store and Caribou Industries for “National Night Out” event and Major Crime Scene 
conversion vehicle upgrades. 

 $49 supplemental appropriation to the Police department in anticipation of Prop 69 funding for the 
cost of DNA collections 

 $61 supplemental appropriations to the Police department in anticipation of funds received from 
California Endowment Fund. 

 
By year end, General Fund revenues amounted to $201,585 which is approximately $7,002 (or 3.6%) higher 
than originally budgeted.  The increases were primarily due to favorable variances in the following revenues: 
sales tax $1,335, hotels visitors’ tax $1,054, charges for services $627, cost recovery $1,558. Overall, the 
favorable variances are indicative of a modest economic recovery.  The General Fund expenditures were less 
than budgeted. However, unfavorable expenditures variances primarily were attributed to Fire, and Public 
Works. The unfavorable variances were due to unforeseen circumstances mentioned on the required 
supplementary information page 126. 
 
Capital Asset and Debt Administration 
 
Capital assets.  The City of Santa Ana’s investment in capital assets for its governmental and business-type 
activities was $1,045,581 (net of accumulated depreciation) as of June 30, 2012.  This investment in capital 
assets includes land, right of way, street trees, buildings, improvements, machinery and equipment, park 
facilities, streets, and bridges. 
 
 

2012 2011 2012 2011 2012 2011
Land $ 12,399          $ 13,104       $ 7,987      $ 7,987      $ 20,386        $ 21,091      
Rights of way 427,119        427,119     -          -          427,119      427,119    
Street trees 7,031            7,031         -          -          7,031          7,031        
Construction in progress 150,418        134,804     11,616    8,207      162,034      143,011    
Building 86,350          92,291       2,778      2,996      89,128        95,287      
Improvements 34,471          37,027       71,918    74,676    106,389      111,703    
Equipment 9,310            10,524       4,458      4,385      13,768        14,909      
Infrastructure 200,980        204,108     11,192    11,607    212,172      215,715    
Intangible 6,140            -             251         265         6,391          265           
Library materials 1,163            1,226         -          -          1,163          1,226        
Total $ 935,381        $ 927,234     $ 110,200  $ 110,123  $ 1,045,581   $ 1,037,357 

Activities Activities Total

City of Santa Ana Capital Assets
(net of accumulated depreciation)

Business-typeGovernmental 

 
At the end of the current fiscal year, the City’s total assets increased by $8,224 (0.79 percent).  The increase is 
primarily due to the city-wide local streets improvement projects and Water Main improvements. Additional 
information on the City of Santa Ana’s capital assets can be found in Note 3B on pages 81-83 of this report. 
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Long-term debt. At the end of the current fiscal year, the City of Santa Ana had total bonded debt and loans 
outstanding of $173,652. Of this amount, $78,451 comprises debt backed by the full faith and credit of the 
government, $90,935 represents bonds secured solely by specified revenue sources, $1,565 in capitalized 
lease obligations and $2,701 in long-term loans. 
 
           

          

2012 2011 2012 2011 2012 2011
Tax allocation bonds $ -         $ 84,275   $ -       $ -       $ -         $ 84,275   

-         20,960   -       -       -         20,960   
Capital leases 1,565     2,930     -       -       1,565     2,930     
Certificates-of-participation 74,510   76,045   -       -       74,510   76,045   
Revenue bonds 76,370   80,740   14,565 15,420 90,935   96,160   
Long-term loans and notes 1,709     7,634     992      1,153   2,701     8,787     
Refunding certificates of 
  participation -         -         5,480   6,695   5,480     6,695     
Less: Deferred amounts (489)       (2,307)    (1,226)  (1,395)  (1,715)   (3,702)   
         Bond discounts (910)       (1,301)    -       -       (910)      (1,301)   
Add: Bond premium 477        2,242     609      699      1,086     2,941     
Total $ 153,232 $ 271,218 $ 20,420 $ 22,572 $ 173,652 $ 293,790

Tax allocation refunding bond

Activities
Governmental 

Activities

City of Santa Ana
Long-term Bonded Debt and Loans

Total
Business-type

  
At the end of the current fiscal year, Governmental Activities long-term debt decreased by ($117,986) and 
Long-term debt associated with Business-type Activities decreased ($2,152) due to the liabilities transferred 
to the Successor Agency to the Santa Ana Redevelopment Private-Purpose Trust Fund in accordance with the 
Assembly Bills X1 26 and principal repayment of existing debt. Additional information on the City of Santa 
Ana’s long-term debt can be found in Note 3D on pages 87 through 101. 
 
State statutes limit the amount of general obligation debt a governmental entity may issue to 10% of its total 
assessed valuation. The current debt limitation for the City of Santa Ana is 2.5% ($502,522). During the 
current fiscal year, total fund balance in the General Fund was $23,996 (includes assigned amount of $4,661 
and unassigned amount of $19,336). The assigned fund balance is of $4,661 is committed to contractual 
obligations or assigned to continuing projects and incorporated into the 2012-2013 fiscal year. 
 
 In April, 2011 Standard & Poor’s upgraded Santa Ana’s California series 2007 Gas Tax Revenue Certificates 
of Participation (COPs) from A- to A. However, on December 19, 2011, Moody’s Investors Services 
downgraded the City’s Gas Tax Revenue Certificate of Participation to Baa2.  Moody’s Investors Services 
also downgraded the Police Lease Revenue Bonds to Baa2 and the City Hall Expansion Project from an A2 to 
Baa1 with possible further review.  The City, however, has requested a review from Moody’s for a possible 
upgrade based on the City’s positive outlook. 
 
On June 14, 2012 Moody’s Investors Services downgraded the 2003 Tax Allocation Bonds Series A, and 
2003 Tax Allocation Refunding Bonds Series B at Ba1 and possible review again for downgrading. However, 
on September 12, 2012  Standard & Poor’s reported the 2003 Tax Allocation Bonds Series A, 2011 Tax 
Allocation Bonds Series A and 2003 Tax Allocation Refunding Bonds Series B are stable at the rating A. 
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Economic Factors and Next Year's Budget and Rates 

 
‐ The economy is showing signs of modest growth, which is reflected, in overall General Fund revenue 

exceeding budget by 3.6%.  
‐ General Fund expenditures came in less than budgeted. The outsourcing fire and related services will 

continue to generate saving and impact next year’s budget in a positive manner.  
‐ There is a general expectation that the City’s unemployment rate will continue to improve given the 

City’s positive sales tax, hotel visitor’s tax and business license revenue trends.   
 

The City will continue to build upon its budget and financial policies to ensure future fiscal sustainability.  In 
addition, the City will continue to carry out a work plan to ensure that all financial internal processes undergo 
an independent assessment as it moves towards financial stability.  
 
 
Requests for Information 
 
This financial report is designed to provide a general overview of the City of Santa Ana’s finances for all 
those with an interest in the government's finances. Questions concerning any of the information provided in 
this report or requests for additional financial information should be addressed to the Executive Director of 
Finance & Mgmt. Services, City of Santa Ana, 20 Civic Center Plaza, Santa Ana, CA 92701. 
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Governmental Funds 
 
Major Governmental Funds 

GENERAL FUND 
 

The General Fund must be classified as a major fund and is used to account for revenues and expenditures that are not 
required to be accounted for in another fund. 
 

SPECIAL REVENUE FUNDS 

The Special Revenue Funds account for the proceeds of special revenue sources that are restricted by law or 
administrative action to expenditures for specific purposes. The following have been classified as major funds in the 
accompanying financial statements: 

Grants Fund is a combined report of various grants awarded to the City by the Federal, State, and local governments not 
otherwise accounted for in the General Fund or Capital Projects Funds. A detailed report by program is available under a 
separate report meeting the criteria of Office of Management and Budget Circular A-133, Audits of States, Local 
Governments, and Non-Profit Organizations, for all grants operated by the City. 

Housing Authority Fund accounts for the receipt and disbursement of funds received from the U.S. Department of 
Housing and Urban Development to provide rental assistance programs for low income residents and senior citizens 
under Section 8 of the Federal Housing Act of 1937 as amended, and for the receipt of revenues from the issuance of 
Residential Mortgage Revenue Bonds.  The City has elected to treat this fund as a major fund in the accompanying 
financial statements. 

Gas Tax Fund accounts for the receipts and expenditures of money apportioned under Streets and Highway Code 
Sections 2105, 2106, and 2107 of the State of California. 

CAPITAL PROJECTS FUNDS 

The Capital Projects Funds account for the acquisition of fixed assets or construction of major capital projects not being 
financed by proprietary funds.  The following Capital Projects Funds have been classified as  major funds in the 
accompanying financial statements: 

Community Redevelopment Agency Fund is a combined report of revenues and expenditures for the merged 
redevelopment project area authorized under the provisions of the California Redevelopment Law. 
 
Capital Project Housing Successor Agency.  This fund accounts for the receipts and expenditures relating to the Housing 
Successor Agency in accordance with the California Health and Safety Code. 
 
Street Construction Fund.  This fund is used to account for the receipts and disbursements of funds for right-of-way 
acquisition, construction and improvements related to the City’s street system. These projects are funded by gas taxes, 
Measure M, Intermodal Surface Transportation Efficiency Act and improvement fees. 

DEBT SERVICE FUNDS 

The Debt Service Funds account for the servicing of the long-term debt not being financed by proprietary or 

nonexpendable trust funds. The following Debt Service Funds have been classified as major funds in the accompanying 
financial statements: 

Community Redevelopment Agency (RDA) Funds account for the receipt of tax increment revenues which by State of 

California Law regulating redevelopment agencies, must be used for the payment of debt. 
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Santa Ana Financing Authority  (SAFA) Fund accounts for the receipt of revenues and payment of debt service related to 

the Police Administration and Holding Facility Lease Revenue and the 1998 Refunding Revenue Bonds. 

Nonmajor Governmental Funds 

Other Governmental Funds - These funds constitute all other governmental funds that do not meet the major 10% tests of 
assets, liabilities, revenues or expenditures for the governmental funds and the 5% test of total assets, liabilities, revenues 
or expenditures for the total governmental and enterprise funds combined.  These funds include other Special Revenue 
Funds and several Capital Projects Funds, including the Capital Grants Fund. 
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method. Bonds payable are reported net of the applicable bond premium or discount. Bond
issuance costs are reported as deferred charges and amortized over the term of the related debt.

In the fund financial statements, governmental fund types recognize bond premiums and
discounts, as well as bond issuance costs, during the current period. The face amount of debt
issued is reported as other financing sources. Premiums received on debt issuances are reported
as other financing sources while discounts on debt issuances are reported as other financing uses.
Issuance costs, whether or not withheld from the actual debt proceeds received, are reported as
debt service expenditures.

Fund Balance. As prescribed by GASB Statement No. 54, governmental funds report fund
balance in classifications based primarily on the extent to which the County is bound to honor
constraints on the specific purposes for which amounts in the funds can be spent. As of June 30,
2012, fund balances for government funds are made up of the followings:

 Nonspendable Fund Balance – includes amounts that are (a) not in spendable form, or (b)
legally or contractually required to be maintained intact. The “not in spendable form”
criterion includes items that are not expected to be converted to cash, for example:
inventories, prepaid amounts, and long-term notes receivable.

 Restricted Fund Balance – includes amounts that can be spent only for the specific
purposes stipulated by external resource providers, constitutionally or through enabling
legislation. Restrictions may effectively be changed or lifted only with the consent of
resource providers.

 Committed Fund Balance – includes amounts that can only be used for the specific
purposes determined by a formal action of the City’s highest level of decision-making
authority, the City Council. The City Council has two forms of decision-making
authority: resolutions and ordinances. The two forms of decision-making authority meet
the criteria to establish a commitment and are equally binding. As such, either action can
establish a fund balance commitment. The City Council adopts a motion to this effect by
the affirmative votes of at least two-thirds (2/3) of the members of the city council to
adopt a fund balance commitment. Commitments may be changed or lifted only by the
City taking the same formal action that imposed the constraint originally.

 Assigned Fund Balance – comprises amounts intended to be used by the City for specific
purposes that are neither restricted nor committed. Intent is expressed by (1) the City
Council or (b) a body (for example: a budget or finance committee) or official to which
the City Council has delegated the authority to assign amounts to be used for specific
purposes.

 Unassigned Fund Balance – is the residual classification for the General Fund including
all amounts not contained in the other classifications and the residual negative fund
balance of governmental funds other than the General Fund. Unassigned amounts are
technically available for any purpose.

In circumstances when an expenditure is made for a purpose for which amounts are available in
multiple fund balance classifications, fund balance is generally depleted in the order of restricted,
committed, assigned, and unassigned.
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receivables from the granting agencies will reduce the deficits. The deficit of $364,153 in the
internal service Engineering and Administrative Services fund is due to a reduction in capital
grants for projects and billing revenues received that was less than the engineering and
administrative costs for streets improvements. In fiscal year 2012-13 the Traffic Engineering cost
will receive funding assistance from the General Fund.

Note 3. DETAILED NOTES ON ALL FUNDS

A. Deposits and Investments

Cash and investments as of June 30, 2012 are classified in the accompanying financial statements
as follows:

Cash and investments as of June 30, 2012 consist of the following:

Investments Authorized by the California Government Code and the City of Santa Ana’s
Investment Policy

The table below identifies the investment types that are authorized for the City of Santa Ana
(City) by the California Government Code and the City’s investment policy. The table also
identifies certain provisions of the California Government Code (or the City’s investment policy,
if more restrictive) that address interest rate risk, credit risk, and concentration of credit risk. The
investment types that are restricted by the City’s investment policy are Reverse Repurchase
Agreements, County Pooled Investment Funds, and JPA Pools. This table does not address
investments of debt proceeds held by bond trustee that are governed by the provisions of debt
agreements of the City, rather than the general provisions of the California Government Code or
the City’s investment policy.

Cash on hand $ 606,400
Deposits with financial institutions 51,002,356
Investments 298,159,597
Totals $ 349,768,353

Statement of net assets:
Cash and investments $ 216,087,659
Restricted assets:

Cash and investments 9,589,859
Cash and investments with fiscal agents 9,255,036

Statement of fiduciary net assets:
Cash and investments 108,156,514
Cash and investments with fiscal agents 6,679,285

Total cash and investments $ 349,768,353
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Maximum Maximum
Authorize Maximum Percentage Investment

Investment Type Maturity Allowed in One Issuer

U.S. Treasury Notes None None None
Federal Agency Securities None None None
Banker's Acceptances 180-365 Days None None
Certificates of Deposit None None None
Commercial Paper 270 days None None
Municipal Obligations None None None
Corporate bonds and notes 3 years None None
Money Market Mutual Funds None None None
State of California Investment Pool None None None
Savings Accounts None None None
Money Market Deposit Accounts None None None
Deposit Accounts None None None
Investment Contracts 30 years None None
Repurchase Agreements 30 days None None

Disclosures Relating to Interest Rate Risk

Interest rate risk is the risk that changes in market interest rates will adversely affect the fair value
of an investment. Generally, the longer the maturity of an investment, the greater the sensitivity
of its fair value to changes in market interest rates. In accordance with the City’s investment
policy that was established by a resolution on June 20, 2012, interest rate risk may be mitigated
by structuring the fund so that securities mature to meet cash requirements for ongoing
operations, thereby avoiding the need to sell securities on the open market prior to maturity and
by investing operating funds primarily in shorter-term securities. The cash flow is updated on a
daily basis and will be considered prior to the investment of securities, which will reduce the
necessity to sell investments for liquidity purposes.

Information about the sensitivity of the fair values of the City’s investments to market interest
rate fluctuations is provided by the following table that shows the distribution of the City’s
investments by maturity (for purposes of the schedule shown below, any callable securities are
assumed to be maturing at the next call date):

12 Months 13 to 24 25-60 More than
Investment Type Total or Less Months Months 60 Months

Federal Agency Securities $ 133,726,268 $ 117,993,998 $ 5,734,520 $ 9,997,750 $ -
Commercial Paper Discount 100,000,000 100,000,000 - - -
Mortgage-backed Securities 259,250 - - - 259,250
Local Angency Investment Fund 48,239,758 48,239,758 - - -
Held by Fiscal Agent:

Money Market Funds 9,084,718 9,084,718 - - -
Federal Agency Securities 6,679,277 6,679,277 - - -
Local Agency Investment Fund 170,326 170,326 - - -

$ 298,159,597 $ 282,168,077 $ 5,734,520 $ 9,997,750 $ 259,250

Remaining Maturity (in months)
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WATER REVENUE BONDS

On February 5, 2004, the City through the Santa Ana Financing Authority (SAFA)
issued the Water Revenue Refunding Bonds, Series 2004 with a face value of
$20,110,000 with maturities starting Sept. 1, 2005 through September 1, 2025 at
interest rates ranging from 2% to 5%. The proceeds of the 2004 Bonds were be
used to current refund the 1994 Bonds. The remaining proceeds were to be used to
purchase the Reserve Surety Bond, finance certain capital improvements to the
Water System and to pay costs of issuance. The 2004 Bonds are payable solely
from installment payments made by the City from Net System Revenues pursuant
to the installment Purchase Agreement. These revenues have been pledged until
fiscal year 2025. Total debt service amount for the bonds is $19.53 million.
Pledged revenue recognized during the fiscal year ended June 30, 2012 was $3.3
million as against total debt payment of $1.52 million. Payment of principal and
interest represented by the bonds is covered against nonpayment by a municipal
bond insurance policy issued by the Municipal Bond Investors Assurance
Corporation with principal offices at Armonk, New York, NY 10504.

Water revenue bonds debt service requirements to maturity are as follows:

Outstanding
Balance

June 30, 2012

$14,565,000

Period Ending
June 30 Principal Interest

2013 880,000$ 638,431$
2014 900,000 609,494
2015 930,000 578,031
2016 965,000 544,266
2017 1,000,000 507,775

2018-2022 5,730,000 1,768,438
2023-2025 4,160,000 318,750

Total $ 14,565,000 $ 4,965,185
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Balance in
Contribution Agency Fund

POA $ 369,457 $ N/A (1)
PMA 28,313 236,230
SEIU - (2) 505,165
FMA 18,096 (1,530)
SAMA/CASA 180,086 783,683
Total $ 595,952 $ 1,523,548

(2) SEIU c o ntribute d the ir 1% c o ntributio n in Fis c a l Year 2011-12 back to Genera l Fund

(1) P OA ma nages the Retire es Benefits fund and it is no t part o f the C ity Retiree Health Ins urance Subs idy
Agency Fund.

The actuarial valuation for subsidy plan involves (1) estimates of the value of reported amounts
and assumptions about the probability of events far into the future, and (2) actuarially determined
amounts are subject to continual revision as results are compared to past expectations and new
estimates are made about the future.

3. Public Employees Medical & Hospital Care Act (PEMHCA)

In addition to the negotiated contribution as mentioned above, the City contracted CalPERS
Health Benefits under PEMHCA to provide Health Care coverage to the retirees. The PEMHCA
benefits are applied to all employee groups other than POA and City Council. Firefighters (FBA,
FMA) joined PEMHCA on 1/1/98. All other employee groups (excluding POA) joined PEMHCA
on 1/1/99.

(A) Eligibility. Employees are eligible for PEMHCA benefits if they retire from the City on or
after age 50 with at least 5 years of service or disability, and are eligible for a PERS pension.

(B) Funding Method and Funded Status. The City selected “unequal” PEMHCA method for the
contribution. Under this method, the City offered a lesser contribution for retirees than for active
employees. The City paid $112 per active employee for PEMHCA minimum. Beginning 2008,
Assembly Bill 2544 changed the computation for annual increases to annuitant health care under
the unequal method. Under the new provisions, the City increases annuitant health care
contribution equal an amount not less than 5 percent active employees contribution times number
of year in the PEMHCA. The annual increase in minimum PEMHCA contribution to CalPERS
will continue until the time that the City contribution for retirees equals the City contribution paid
for active employees. The maximum adjustment to the minimum contribution is $100 per
annuitant per month. During fiscal year 2011-12, the total City’s PEMHCA contribution for
retirees was $329,079.

The actuarial valuation for the PEMHCA plan involves (1) estimates of the value of reported
amounts and assumptions about the probability of events far into the future, and (2) actuarially
determined amounts are subject to continual revision as results are compared to past expectations
and new estimates are made about the future.

Premium rates and increases

The minimum CalPERS rates for PEMHCA for 2012 is $108 monthly under the unequal
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