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FOR THE COUNCIL MEETING OF JULY 7, 2009 

COUNCIL AGENDA REPORT 

July 7, 2009 

TO: City Council 

FROM: City Manager 
Prepared by: Mark van de Kamp, Management Analyst II 

SUBJECT: RESOLUTION AUTHORIZING STAFF TO WORK WITH THE LEAGUE 
OF CALIFORNIA CITIES, AND WITH OTHER CITIES AND COUNTIES, 
IN LITIGATION CHALLENGING THE CONSTITUTIONALITY OF ANY 
SEIZURE BY THE STATE OF CALIFORNIA OF THE CITY'S STREET 
MAINTENANCE FUNDS 

RECOMMENDATION: 

That the City Council authorize staff to work with the League of California Cities, and 
with other cities and counties, in litigation challenging the constitutionality of any seizure 
by the State of California of the City's street maintenance funds . 

BACKGROUND: 

The current recession and economic crisis has placed the City under severe financial 
pressure and has forced a number of Citywide budget reductions. The City's gas tax 
funds are being targeted for seizure by the State of C'alifornia, which would compromise 
the City's ability to perform critical traffic safety related street maintenance. 

In the final May revision of the State budget, Governor Schwarzenegger proposed to 
seize approximately $1 billion of city and county shares in revenues generated by the 
State Highway Users Tax Account (HUTA). On June 11, 2009, the State Joint Budget 
Conference Committee approved the seizure of almost $1 billion in city and county 
motor vehicle, HUTA, or gas tax funds to help close the State's budget deficit. As of 
June 23, this proposal was headed for the Legislature. 

It is clear to attorneys employed and retained by the League of California Cities that this 
recommendation, if enacted into law, would be unconstitutional. For in 1974 and 1998, 
voters enacted limitations on the power of the Legislature to seize and use HUT A funds, 
allowing only loans to the General Fund on a limited basis. The League of California 
Cities received a legal opinion from the Sacramento law firm Nielson, Merksamer, 
Parrinello, Mueller & Naylor, LLP, one of the most respected law firms in the State that 
concluded the Governor's proposal would violate Article XIX of the California 
Constitution. 
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DISCUSSION: 

The potential loss of City HUTA funds for street maintenance could amount to 
$1,439,840 for 2009-10 - virtually the City's entire amount of State gas tax funding, 
according to an analysis by the League of California Cities. A loss of these funds would 
reduce the ongoing street maintenance programs which would result in growing 
deterioration of current pavement conditions. These funds are also used for patching, 
resurfacing, street lighting/traffic signal maintenance, payment of electricity costs for 
street lights and signals, sidewalk and curb ramp maintenance, and repair, and more. 

On June 16, 2009, the City Council adopted budget amendments for 2009-10 that rely 
on receiving the $1.4 million in HUT A funds. On May 19, 2009, the City Council 
adopted a resolution finding that a severe fiscal hardship will exist if additional City 
property tax funds are seized and additional unfunded mandates are adopted by the 
State of California. At that time, staff anticipated that the potential property tax seizure 
would be approximately $1.5 million; essentially, the same amount the Governor is 
currently seeking in HUTA funds. 

The League of California Cities has requested all cities throughout the State to consider 
directing their City Attorney to cooperate with the League, other cities, and counties, in 
planning litigation to challenge the constitutionality of the proposed seizure of HUTA 
funds. It does not commit the City to filing litigation, but directs the City Attorney's Office 
to cooperate and work with the League and other local governments in the planning 
process of possible litigation. • 

Fiscal Considerations: 
Supporting the resolution has no fiscal impact to the City at this time. However, the 
State's seizure of funds would result in a decrease of $1.4 million in street maintenance
related revenue for the City and would necessitate the City to reassess its deployment 
of street-related personnel and operational resources. 

Impact to the Community: 
The loss of $1.4 million in HUTA funding would immediately jeopardize the City's ability 
to perform critical traffic safety related maintenance. 

~ 
City Manager 
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RESOLUTION 2009-92 

A RESOLUTION AUTHORIZING STAFF TO WORK WITH THE LEAGUE OF 
CALIFORNIA CITIES, AND WITH OTHER CITIES AND COUNTIES, IN LITIGATION 
CHALLENGING THE CONSTITUTIONALITY OF ANY SEIZURE BY THE STATE OF 

CALIFORNIA OF THE CITY'S STREET MAINTENANCE FUNDS 

WHEREAS, the current recession and economic crisis has placed cities under 
incredible financial pressure and is causing them to make painful budget cuts, staff 
reductions and furloughs of city workers, decreasing maintenance and operations of 
public facilities, and reductions in direct services to keep spending in line with declining 
revenues; and 

WHEREAS, since the early 1990s the State has seized over $10 billion in 
property tax revenues from cities, now amounting to over $900 million each year, to 
fund State programs and services; and 

WHEREAS, in his proposed 2009-10 budget the Governor has proposed 
transferring $1 billion of local gas taxes and weight fees to the State General Fund to 
balance the State budget, and over $700 million in local gas taxes permanently in future 
years, immediately jeopardizing the ability of the City to maintain the City's streets, 
traffic signals, streetlights, sidewalks and other traffic safety-related facilities for the use 
of the motoring public; and 

WHEREAS, the loss of almost all of the City's gas tax funds will seriously 
compromise the City's ability to perform critical traffic safety related street maintenance 
such as asphalt patching, resurfacing, sidewalk and curb ramp maintenance, and would 
necessitate the City to reassess its deployment of street-related personnel and 
operational resources; and 

WHEREAS, in both Proposition 5 in 1974 and Proposition 2 in 1998, the voters 
of our State overwhelmingly imposed restrictions on the State's ability to do what the 
Governor has proposed, and any effort to permanently divert the local share of the gas 
tax would violate the state constitution and the will of the voters; and 

WHEREAS, ongoing street maintenance is a significant public safety concern as 
the City's failure to maintain its street pavement (potholes filling, sealing, overlays), as 
well as traffic signals, signs, and street lights all have a direct correlation to traffic 
accidents and injuries; 

NOW, THEREFORE, BE IT RESOLVED, by the City Council of the City of Santa 
Maria, as follows: 

That the Council hereby directs the City Attorney to take all necessary steps to 
cooperate with the League of California Cities, and with other cities and counties, 
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in supporting litigation against the State of California if the legislature enacts and • 
the Governor signs into law legislation that unconstitutionally diverts the City's 
share of funding from the Highway Users Tax Account (HUTA), also known as 
the "gas tax." 

PASSED AND ADOPTED, at a regular meeting of the City Council of the City of 
Santa Maria held this ih day of July, 2009. 

Mayor 
ATTEST 

Chief Deputy City Clerk AS TO FORM 
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