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City of Placerville 
MEMORANDUM 

 
 
 
 
 

 
DATE:  June 22, 2010 
 
TO: City Council 
 
FROM: John Driscoll 
  City Manager/City Attorney 
     
SUBJECT: ADD-ON SALES TAX BALLOT MEASURE FOR WATER AND 

WASTEWATER 
______________________________________________________________________________ 
 
RECOMMENDATION  
 
That the City Council provide staff with direction as to the following items: 
 
 1.   Whether or not to put an add-on sales tax for water and wastewater on the   
  November ballot; and, if so, 
 
 2.   The amount of the add-on sales tax; 
 
 3.   The duration of the add-on sales tax; 
 
 4.   The purpose of the tax; 
 
 5.   Approve draft language for the ballot question. 
 
DISCUSSION  
 
Council, at its April 13, 2010 meeting, directed staff to pursue a survey of City utility ratepayers 
for the purpose of determining whether or not an add-on sales tax for water and wastewater 
should be placed on the November ballot.  Staff was further authorized to use a research 
consultant on a limited basis for the purpose of preparing the survey and analyzing the results.   
 
Pursuant to Council’s direction, staff, together with Godbe Research and citizens, specifically 
Jackie and Steven Neau, prepared a survey which was mailed to the City’s utility ratepayers in 
the May utility bills.  A copy of that survey is attached to this staff report for the Council’s 
information.   
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The survey requested that it be returned by June 6, 2010.  A good response was received in that 
543 surveys were returned, which represents about 16% of the City’s utility ratepayers.  
Normally, 5% to 7% is considered an excellent return on surveys.   
 
As you can see from the attached survey, the question of the add-on sales tax was presented in 
the format of a ballot question.  It was presented initially in the survey and then presented again 
later on in the survey after information was provided to the respondent.  Respondents were asked 
to indicate their preference as to the amount of the add-on sales tax, if any, as well as the 
duration and purpose of the sales tax.   
 
The results of the survey indicate the following:  Approximately 81% favored a half-cent add-on 
sales tax; approximately 6% favored only a ¼-cent add-on sales tax; and approximately 13% 
were opposed to any add-on sales tax.  Those that favored an add-on sales tax preferred by 75% 
that it either be for an indefinite period or until the existing sewer debt is paid and/or identified 
pipes are replaced (30 years).  12% of the returns favored a 5-year duration and 9% favored a 10-
year duration.  6% favored a 20-year duration.  It also should be noted that the respondents who 
indicated they were in favor of the add-on sales tax also indicated that having the revenue 
dedicated to water and wastewater improvements and debt service was a strong consideration in 
their favoring the tax. 
 
As indicated in the survey, based on current sales tax receipts, a ¼-cent add-on sales tax would 
generate approximately $700,000 in new revenue, while a ½-cent add-on sales tax would 
produce approximately $1,400,000 in revenue.  If that revenue were applied to water rates, the 
rates could be reduced approximately 33% with the ¼-cent add-on, and 66% with the ½-cent 
add-on.  If applied to wastewater rates, a ¼-cent would reduce rates by approximately 10%, and 
a ½-cent would reduce rates by approximately 20%. 
 
Should the Council desire to place this matter on the ballot, a survey of surrounding area sales 
tax rates is attached to this staff report.  From this survey, you can see that a ¼-cent increase 
would place the City on a par with Sacramento County, South Lake Tahoe, City of Sacramento, 
Rancho Cordova, Jackson, Folsom and Amador County.  The County of El Dorado, however, 
would be a ½-cent lower.  A ½-cent increase would result in Placerville having the highest sales 
tax rate in the surrounding area. 
 
Several businesses in their responses to the survey indicated their concern that additional sales 
tax would cause people to shop outside the City and a resulting loss of business.  The owner of 
the two automobile dealerships in the City was contacted and he indicated that he did not feel 
that either a ¼ cent or ½-cent increase would be a problem.  It should also be remembered that 
the revenue projections are occurring at a time when sales tax receipts are lower than in previous 
years.  As the economy improves, those receipts will increase.  For example, in 2006-2007, the 
City had in excess of $4 million of sales tax revenue.  A ¼-cent add-on sales tax would produce 
$1 million based on those receipts. 
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Based on the survey results, staff, in conjunction with the research consultant, has proposed the 
following ballot question:  
 
 “To help pay for the State-mandated Wastewater Plant upgrade debt and 

water and sewer line replacements, which would help reduce water and sewer 
rates in the City, shall the City of Placerville adopt an add-on sales tax 
(transactions and use tax) of one-half cent (0.5%) for 30 years, with all 
proceeds going only to local water and wastewater debt service and 
construction projects, with annual oversight.” 

 
Tonight, staff is requesting that Council determine as to whether or not it wants to place this 
measure on the November general election ballot and, if so, the amount of the add-on tax, 
duration and purpose of the tax, as well as approve the ballot question.  If the Council decides to 
proceed with the ballot measure, a resolution will need to be prepared and adopted, which, 
among other things, approves the ballot question, calls for the election, requests consolidation 
with the County’s general election and approves a draft ordinance implementing the add-on sales 
tax.  The ordinance will also have to be prepared, which will specify the amount, duration and 
purpose of the add-on sales tax.  These documents need to be delivered to the County Elections 
office by July 12, 2010. Since the next Council meeting is not until July 13, a special County 
meeting will have to be called to approve these documents.  It is possible that such a meeting can 
be in conjunction with a budget workshop, which also needs to take place before the next 
Council meeting.   
 
FISCAL IMPACT  
 
The fiscal impact of adding this measure to the November ballot will be approximately $4,000 in 
increased election costs for the City. 
 
Respectfully submitted,    Reviewed for fiscal impact: 
 
 
________________________________   _________________________________  
John Driscoll      David Warren 
City Manager/City Attorney    Finance Director 
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