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GOLETA

TO: Mayor and Councilmembers
FROM: Daniel Singer, City Manager
CONTACT: Kirsten Z. Deshler, Management Analyst

SUBJECT: Resolution on California State Budget and Opposition to Borrowing
of Local Government Funds

RECOMMENDATION:

Adopt resolution No. 08-___ entitled “A Resolution of the City Council of the City of
Goleta, California Opposing State Budget Decisions that Would Borrow Local
Government, Redevelopment and Transportation Funds”.

BACKGROUND:

The State of California has been without a fiscal year 2008/2009 budget since
July 1, 2008. There is a stalemate between those who oppose any tax increases
and those who favor a combination of tax increases, budget cuts, and budget
reform proposals. The “big five,” comprised of Assembly and Senate Majority and
Minority Leaders and the Governor have met periodically over the last several
months in hopes of a budget agreement, but without success.

The League of California Cities and California Redevelopment Association
continue to keep City staff apprised on the status of negotiations. In early August,
the Ad Hoc Committee on Legislative Issues authorized sending a letter to
Governor Schwarzenegger and Assemblymember Pedro Nava opposing a
permanent take of redevelopment funds.

DISCUSSION:

In the last month, there have been several proposals considered which would
borrow local government Property Tax revenues (Proposition 1A, 2004),
Transportation Sales Tax funds (Proposition 42, 2006), and Redevelopment Tax
Increment to balance the $15.2 billion budget deficit. In the case of Proposition
1A, 2004 & Prop 42, 2006, there are onerous provisions built into law to
discourage state raiding of these funds except for extreme financial hardship. If



funds are borrowed from these accounts, current law stipulates that they must be
repaid within three years.

The League of California Cities is urging cities to approve resolutions calling on
the Governor and Legislature to work toward meaningful reform without the
reliance on local government funds, budget gimmicks or short term borrowing.

Attachment 1 is a resolution calling on the Legislature and Governor to balance
the budget without using local government funds. If approved by Council, the
resolution will be sent to the “big five” negotiators and to Assemblymember Pedro
Nava. Attachment 2 is a break-down of local government funds at risk in the
fiscal year 2008/2009 budget.

ALTERNATIVES:

The Council could choose not to support a budget resolution at this time and
instead draft a letter for the Mayor's signature to be sent to Governor
Schwarzenegger and Assemblymember Nava. Or the Council could choose to
take no action.

FISCAL IMPACTS:
According to California City Finance, the City of Goleta would lose approximately

$701,000 under current proposal. This includes: property tax funds of $328,000,
transportation sales tax funds of $277,000, and redevelopment funds of $96,000.

Submitted By: Reviewed by: Approved By:

Kirsten Z. Deshler Michelle Greene Daniel Singer

Management Analyst Administrative Services City Manager
Director

ATTACHMENTS:

1. Resolution Opposing State Budget Decisions that Would Borrow Local

Government, Redevelopment and Transportation Funds.

2. Local Funds at Risk in the FY 08/09 State Budget Standoff.



ATTACHMENT 1

Resolution Opposing State Budget Decisions that Would
Borrow Local Government, Redevelopment and
Transportation Funds.



RESOLUTION NO. 08-__

A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF GOLETA,
CALIFORNIA OPPOSING STATE BUDGET DECISIONS THAT WOULD
BORROW LOCAL GOVERNMENT, REDEVELOPMENT AND
TRANSPORTATION FUNDS

WHEREAS, on July 1, 2008 the State Legislature missed its Constitutional
budget deadline; and

WHEREAS, both the Governor and the Legislative Budget Conference
Committee have recommended balanced budgets without resorting to “loans” or
seizures of local government property tax, redevelopment tax increment and
transportation sales tax; and

WHEREAS, in 1952 the voters of California approved Article XVI, Section 16 of
the California Constitution, providing for tax increment financing for community
revitalization and voters never authorized the legislature to take or “borrow” community
redevelopment funds from state programs; and

WHEREAS, in 2004 by an 84% margin of approval the voters of California
approved Proposition 42 and sent a loud message to state leaders that they should stop
the practice of taking local government funds to finance the state budget and paper over
the state deficit; and

WHEREAS, in 2006 by a 77% margin of approval the voters of California also
approved Proposition 1A, providing similar protections to transportation funding for state
and local transportation projects, including important street maintenance and public
transit programs; and

WHEREAS, both ballot measures allow the Governor to declare a “severe state
of fiscal hardship” and “borrow” these funds if they are repaid in three years with
interest, but the Governor believes it would be irresponsible to “borrow” such funds
because it would deepen the state’s structural deficit and cripple local government and
transportation services; and

WHEREAS, refusal by the Legislature to carry out its constitutional obligation to
compromise on a balanced budget is not a “severe state of fiscal hardship” and would
not justify reductions in critical local services, community revitalization programs and
infrastructure maintenance at a time when cities are struggling to balance their own
budgets during this economic down turn; and

WHEREAS, city investments in infrastructure, affordable housing and basic

public safety and other community services will create needed jobs and speed our
economic recovery; and
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WHEREAS, the Legislature should balance the state budget with state revenues
and respect the overwhelming support of voters for not using local property taxes,
redevelopment tax increment and transportation sales tax funds to fund the day-to-day
operating cost of state programs; and

WHEREAS, it would be fiscally irresponsible to paper over the state structural
deficit with more borrowing, and Californians deserve state leaders who will tell them
honestly what needs to be done to produce a balanced budget; and

WHEREAS, it is time for the State of California to cut up its local government
credit cards and deal with the budget deficit in a straightforward way. Balance the state
budget with state funds.

NOW, THEREFORE, THE CITY COUNCIL OF THE CITY OF GOLETA DOES
RESOLVE, DETERMINE, AND ORDER AS FOLLOWS:

SECTION 1

That the City of Goleta does hereby oppose any and all efforts by state
government to borrow or seize local tax funds, redevelopment tax increment and
transportation sales tax funds by the state government to finance state operations.
Such a move would be fiscally irresponsible for the state and hamper effective
local services and infrastructure investments.

SECTION 2

That the Mayor hereby direct staff to send this resolution and communicate the
Council’'s strong opposition on this matter to our Legislature and the Governor
along with an expression of our continued appreciation for the Governor’'s and
any supportive legislators’ steadfast opposition to further borrowing or seizure of
these funds.

SECTION 3
The City Clerk shall certify to the adoption of this Resolution.

PASSED, APPROVED AND ADOPTED this ___day of September, 2008.

MICHAEL BENNETT, MAYOR

ATTEST: APPROVED AS TO FORM:

DEBORAH CONSTANTINO TIM G. GILES
CITY CLERK CITY ATTORNEY



STATE OF CALIFORNIA )
COUNTY OF SANTA BARBARA ) SS.
CITY OF GOLETA )

|, DEBORAH CONSTANTINO, City Clerk of the City of Goleta, California, DO
HEREBY CERTIFY that the foregoing Resolution No. 08-  was duly adopted by the
City Council of the City of Goleta at a regular meeting held on the __ day of September,
2008, by the following vote of the Council:

AYES:

NOES:

ABSENT:

(SEAL)

DEBORAH CONSTANTINO
CITY CLERK



ATTACHMENT 2

Local Funds at Risk in the FY 08/09 State Budget
Standoff.



Local Funds at Risk in the FY08-09 State Budget Standoff

Estimated maximum exposure assuming property tax shifts allocated proportionate to ERAF III
Redevelopment #s from Calif Redevelopement Assn assume flat % of gross tax increment.

Property Tax * Proposition 42 RedevelopmentT]
City/County . Borrowing Borrowing Shift / Take Total

.CALIFORNIA.  I——

OIS e 700000000 assooo0 986,000,000
COUNTIES 700,000,000 000000 T 986,000,000
SPECIAL DISTRICTS -700,000000 e, - 700,000,000

UL - .. x4 S 200000000
..22100000000 - 572,000,000 ... -200,000,000 - 2,872,000,000

T T TR

ATASCADERO Z653.279 Tossaes . Cisos00 - Losssaz
EL PASO DE ROBLES - 730,837 -271,322 - 149,323 -1,151,482

"GROVER BEACH 272,296 - 121,881 - 44,679 - 438,856
MORRO BAY s S456TT8 il -96729 . - 553,506
BISMO BEACH etms R Caioos Ja83165

"S:A:r\:l_l___l.j[ggl_a’_l_s_i:’:b L 21360308 i 1770435

“Gounty of SANLUIS OBISPO T Tarcoss Ciasesyr T3.087.115
Special Districts in SAN LUIS OBISPO County 25,712,450 ©5,712,450

GOLETA -327,574 -277,344 - 95,646 - 700,563
GUADALUPE st M 259047 . TA2A58 .l - 167,939
OMPOC 1699230 ...l -389048 o -l12g32  -1200909

SANTA BARBARA -2,477,138 - 865,558 - 714,601 - 4,057,297

SANTA MARIA - 1,810,465 - 830,432 - 48,167 - 2,689,063

MOORPARK - 517,420 -332,327 -269,510 -1,119,257
OJAl s g Ces0ss | o3SAI8
OXNARD T T LTI Sz imeme | s636
-fsb-R-:]: EU-EKIEM-E- ------------------------------------ : 275,443 -206,337 - 258,653 - 740,433
SAN BUENAVENTURA Togesse . oemsse o -10685 Tgmany
SANTAPAULA Sassess 038 Clodz oSS
SVl VALLEY T 223657 aaaa BT 4185703
%H(SUé}g\Nb- -O“Ak-é ----------------------------------- - 3-,081:278 - 1,174,305 - 803,255 -5,058,838
Gounty of VENTURA T e I T T19952570
Special Disiicis n VENTURA Gounty L a0 21,073,698
Notes:

o Assumes $2.1B max proptax shift.
o Prop1A does not specify allocation. These #s assume allocation proportionate to ERAF Ili. Actuals may be higher/lower.
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