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FOR THE COUNCIL MEETING OF JANUARY 19,2010 

COUNCIL AGENDA REPORT 

January 19, 2010 

TO: City Council 

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

SUBJECT: PROPOSED NOVEMBER 2010 STATEWIDE BALLOT INITIATIVE TO 
PROTECT LOCAL GOVERNMENT REVENUES 

RECOMMENDATION: 

That the City Council: 

1. Hear a presentation by League of California Cities' Regional Public Affairs 
Manager Dave Mullinax, about the League's ballot initiative to protect local 
government revenues; and 

2. Adopt a resolution in support of the "Local Taxpayer, Public Safety and 
Transportation Protection Act" proposed for the November 2010 ballot. 

BACKGROUND: 

As Council is aware, the State of California has raided or borrowed billions of dollars in 
local government, transit and transportation funds in recent years. The estimated loss 
of property tax revenue to the City, dating back to the mid 1990's, is more than $25 
million alone. Consequently, this fiscally irresponsible practice of borrowing local 
taxpayer and transportation funds places enormous pressure on cities, counties, and 
special districts to maintain essential public services in light of declining revenue 
streams. As you know, the State's borrowing has had a substantial detrimental effect to 
the financial condition of the City of Santa Maria, which cannot absorb further losses of 
revenue without even deeper consequences to staffing and service levels. 

Last year, as part of the 2009-10 budget package to reduce the State's $26.3 billion deficit, 
the Governor authorized the borrowing of $1.9 billion from local governments and 
approved the repayment of this loan, with interest by June 30, 2013. This was the 
Proposition 1A suspension. Also last year, the State also seized $2 billion in 
redevelopment agency funds, took $697 million of transit funds, reduced COPPS funding, 
and delayed repayment of reimbursement payments and gas tax revenues. 
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The 2009-10 State budget impact to the City of Santa Maria was $1.5 million in property • 
tax revenues "loaned" to the State; the end of the State Transit Assistance fund that 
provided the City's transit operation with $1 million as recently as 2007-08; a potential 
$460,000 loss of redevelopment agency funds effective May 2010 then another $95,000 in 
2011 and annually thereafter (all of which is a direct negative financial impact to the 
General Fund); a $45,000 reduction in COPPS funding; and several thousand dollars in 
lost interest income. All of this, in addition to the multi-million dollars in decreased City 
revenues, as a result of the downturn in the local economy, makes any more revenue loss 
at the hands of State action - unconscionable. 

It is estimated that in 2010-11, the State will face at least a $21 billion budget deficit and 
it's anticipated that legislators will once again seek to divert local tax revenues from 
cities to finance the State budget, as well as develop other funding schemes that will 
result in a direct reduction of vital local services to communities across California. Cities 
across the State are uniting to come together to make a stand against this scenario, and 
the League of California Cities is leading this charge by pursuing a Statewide initiative 
to protect local revenues. 

The City of Santa Maria does not normally take a position on Statewide ballot 
measures, unless they have a direct financial impact on City finances. Back in 2004, 
Proposition 1A was one such measure that the City took a position of support on 
because of its potential to safeguard City revenues away from State action. The Local 
Taxpayer, Public Safety and Transportation Protection Act is another such measure that • 
would provide better protection of our revenues. 

DISCUSSION: 

In another effort to build a firewall around local government revenues and protect them 
from future State raids, the League of California Cities has officially launched its 
signature-gathering campaign for the "Local Taxpayer, Public Safety and Transportation 
Protection Act" proposed for the November 2010 General Election. The California 
Alliance for Jobs and the California Transit Association also formally voted to proceed 
with signature collection. More than one million signatures must be gathered by the 
April 16th deadline, prior to the voter signature verification process. 

The Local Taxpayer, Public Safety and Transportation Protection Act is a proposed 
State Constitutional Amendment designated to prohibit the State from shifting, taking, 
borrowing, or restricting the use of tax revenues dedicated by law to fund local 
government services, community redevelopment projects, or transportation projects 
(Proposition 24 funds) and services. It would prohibit the State from delaying the 
distribution of tax revenues for these purposes even when the Governor deems it 
necessary due to a severe State fiscal hardship. As a result, local governments would 
be able to depend on more stable local resources, potentially billions of dollars in some 
years. 
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Back in 2004, the League of California Cities achieved success through a similar 
campaign when it passed Proposition 1A on the November 2004 ballot. Proposition 1A, 
approved by voters, was to prevent the Legislature from raiding local government funds, 
and restore predictability and certainty to local funding. However, there were some 
provisions in Proposition 1A that allowed the State to borrow from local governments 
and this new measure is designed to close any loopholes that Proposition 1A created 
and change the State Constitution to further prevent the Legislature from seizing, 
diverting, shifting, borrowing, transferring, suspending or otherwise taking or interfering 
with tax revenues dedicated to funding local government services, including 
redevelopment, or dedicated to transportation improvement projects and mass transit. 

Fiscal Considerations: 
The City stands to lose millions of dollars should State Legislators and the Governor 
divert additional local revenues away from cities and keep them in Sacramento. While 
the proposed ballot measure would not restore previously diverted local tax revenue, it 
would reduce the City's risk of losing locally generated tax revenues which pay for street 
repair, police and fire, parks, recreation programs, and other vital City services. If the 
State took funds from local governments in the 2010-11 budget cycle, the proposed 
measure (if passed) would act retroactively and restore those funds. 

Should this initiative fail to qualify for the Statewide ballot in November 2010 or fail to be 
approved by voters in November 2010 and, should the State continue to raid local 
government revenue streams, the financial impact to the City would be devastating. For 
example, if the State were to seize gas tax funds that could eliminate approximately 
$1.4 million and jeopardize the City's ability to perform critical traffic safety-related 
maintenance. 

Impact to the Community 
The City of Santa Maria, like all local governments, is struggling to maintain services 
during the downturn in the economy and reductions in major revenue sources. The 
current year's budget faced a $5.5 million deficit and to address this deficit, the City 
instituted a hiring chill, reduced operating expenses by five percent, and sought employee 
concessions that resulted in 13 Mandatory Time Off days or furlough days. Should the 
State continue to go unchecked and raid City coffers to balance their own budget deficits, 
the City will have no other option than to reduce City services and decrease the level of 
service to the community. 

M~ 
MARK VAN DE KAMP 
Management Analyst II 


