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SUBJECT: ESTABLISHING THE CITY OF SANTA MARIA'S 2012-13 
APPROPRIATION LIMIT 

RECOMMENDATION: 

That the City Council adopt a resolution establishing the City of Santa Maria's 2012-13 
appropriation limit. 

BACKGROUND: 

Article XI liB of the State Constitution requires State and local governments to annually 
calculate and adopt an appropriation limit. Under the provisions of this article, a city 
may not appropriate "proceeds of taxes" in excess of its appropriation limit. Each year, 
municipalities compare the amount of revenues generated from tax proceeds with the 
previous year's appropriation limit, as modified by the State Department of Finance 
figures. 

The appropriation limit calculation was first applied in 1978-79, as a result of Proposition 
4. The Proposition was described as an "appropriation" limit but, in essence, is a tax 
revenue limit. Municipal agencies were required to classify revenues as either 
"proceeds from taxes" or "non-tax proceeds'' The total amount of "non-tax proceeds" 
was deducted from total appropriations and the difference became the municipalities' 
beginning appropriation limit. 

DISCUSSION: 

Each year, the municipalities' previous year's appropriation limit is modified by the 
current per capita personal income change or the change in the assessment roll and the 
population change of either cities or counties, as provided by the State Department of 
Finance. 

The City of Santa Maria's 2012-13 appropriation limit was calculated by using the 
previous year's appropriation limit ($117,534,220), multiplied by the per capita personal 
income percentage increase (3.77 percent), and multiplied again by the population 



percentage change (2.16 percent) resulting in the 2012-13 appropriation limit of 
$124,586,273. The City's tax base revenue is calculated at $40,771,989, which is 
$83,814,284 less than the legal appropriation limit. 

State law (Government Code §791 0) requires that the City Council annually establish 
an appropriation limit, after the documentation used in determining the limit has been 
made available to the public for 15 days. The documentation consists of the allocation 
of City revenues between the "proceeds from taxes" or "non-tax proceeds" and the 
calculation shown in Exhibit A of the attached resolution, which has been available for 
public review in the office of the Director of Administrative Services since June 12, 
2012. 

Fiscal Consideration: 
If the City ends a fiscal year with tax based revenue in excess of the appropriation limit, 
the City is required to return the excess tax based revenue to the taxpayers within two 
years. The excess tax based revenue is returned by reducing taxes or fees. During the 
two-year period, the City is entitled to seek voter approval to retain the excess tax 
revenues. 

The City's actual appropriations are 32.7 percent of the appropriation limit. At 32.7 
percent, it is highly unlikely that the City would ever experience difficulties in staying 
within the appropriation limit. The City's appropriations are well below the legal limit, 
therefore, no further action is required after the adoption of the attached resolution. 

Impact to the Community: 
The documentation allocating revenues between "proceeds from taxes" and "non-tax 
proceeds," are on file in the Department of Administrative Services. The modification of 
the prior year's appropriation limit by the change in per capita personal income and 
population change are shown on Exhibit A of the resolution. 
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RENE VISE 
Director of Administrative Services 


