
 
 

 
 

 

 

 M E M O R A N D U M  

 F i n a n c e  D e p a r t m e n t  

DATE:          February 24, 2009 
 
TO:               City Council 
 
FROM:         Dave Warren,  

Director of Finance 
 
SUBJECT:   MID-YEAR BUDGET REPORT, PART II  
                                                
 
RECOMMENDATION: 
 
Acknowledge and file the Fiscal Year 2008/2009 Mid-Year Budget, Part II. 
 
BACKGROUND: 
 
At its regularly scheduled meeting held February 10, 2009, the City Council received a report from 
staff which forecasted the Operating Budget for the remainder of the fiscal year and gave an 
assessment of the City’s overall financial position.  The report concluded the City is currently 
grappling with an estimated $235,447 General Fund Budget deficit for the Fiscal Year ending June 
30, 2009.  During the meeting, staff received inquiries from the Council that either required further 
research and/or analysis.  Tonight, staff is reporting back to the Council with further information 
and analysis. 
 
DISCUSSION: 
 
The Mid-Year Budget Report discussed the State Department of Finance’s proposal to defer 
payment of both Gas Tax and Proposition 42 transportations revenues to cities over a seven month 
period.  Councilmember Acuna inquired as to which of the City’s revenue streams pass through the 
State’s coffers and may be in jeopardy of cuts and/or deferrals by the State.  The following is a list 
of all operating revenues that are paid to the City by the State: 
 
 COPS Grant, $100,000 
 Gas Tax, $216,140 
 Live Scan Reimbursements, dollar amount varies from year-to-year 
 POST Reimbursements, dollar amount varies from year-to-year 
 Proposition 42 Revenues, $98,547 
 Sales Tax (Bradley Burns and Measure J Add On Tax), $3,325,712 of $4,171,561 estimated total 
 Vehicle License Fees (VLF), $31,543 of $870,397 estimated total  
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Preliminary reports regarding the recently adopted State budget indicate city revenues will remain 
unscathed for now.  The adopted budget assumes several propositions proposing tax increases (e.g., 
income tax, sales tax, VLF, etc.) will be placed on the ballot later this year, and the outcome of the 
election later this year will determine the success of the State’s adopted budget plan.  If the 
propositions fail, the State may have to resort to other measures to balance its budget. 
 
California voters approved Proposition 1A in November 2004, which was an amendment to the 
State Constitution intended to restore predictability and stability to local government budgets.  Most 
importantly, Proposition 1A prohibits the State from: 
 
 Reducing the cities’ Bradley Burns Sales Tax rate or altering its method of allocation 
 Decrease the VLF revenue from 0.65% rate without providing replacement funding to cities 
 Failing to reimburse to cities the 0.25% local sales tax shifted under the triple flip (swapping of  

0.25% in Sales Tax with property tax) 
 Shifting property taxes from cities, counties, or special districts to schools or any other non-local 

government function except under certain circumstances  
 
Under specific conditions, the State Legislature may suspend the property tax revenue protection 
provisions of Proposition 1A.  Effective Fiscal Year 2008/2009, the Legislature can “borrow” not 
more than 8% of total property tax revenues from cities if: 
 
 The Governor issues a proclamation of “severe fiscal hardship” 
 The Legislature enacts an urgency statute suspending Proposition 1A property tax protection 

with a 2/3 vote of each house; and 
 The Legislature enacts a law providing full repayment of the “borrowed funds” plus interest 

within three years  
 
The Legislature cannot enact such a suspension more than twice in any ten year period.  At this 
time, staff anticipates the City receiving $216,000 in property tax revenues in Fiscal Year 2008/2009.  
As of the date of this report, staff is unaware of legislation that would suspend protections afforded 
by Proposition 1A. 
 
In November 2006, voters approved Proposition 1A of 2006, which provides similar protections to 
Proposition 42 revenue (sales tax on gasoline for transportation).  Other than the proposed deferral 
of Proposition 42 dollars that would normally be received in June 2009, staff is unaware of 
legislation that would suspend the protections afforded by Proposition 1A of 2006.   
 
The City received a letter (please see attached) from the Department of Justice (DOJ), dated July 15, 
2008,  informing the City it may begin charging fees for forensic services to the City’s Police 
Department pending approved legislation.  Based on recent experience levels, the DOJ estimates an 
annual cost of $20,783.    Staff is unaware of any approved legislation that would implement the 
above mentioned forensic fees. 
 
The City’s negotiation team, which is comprised of City staff and labor representative, David 
Mackowiak, has met twice with each of the City’s employee unions.  At the meetings, staff presented 
the Mid-Year Budget Report, discussed the worsening economic environment, and requested 
suggestions from both the Placerville General Unit Employee Association (Local 39) and the 
Placerville Police Officers’ Association (PPOA) in how to eliminate the budget deficit.  A third 
round of meetings have been scheduled for later this week.  In an effort to provide some budget 
relief, City Management reduced three temporary retired annuitants’ work hours by 50% for the  
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remainder of the fiscal year and executed the layoff of one management employee.  Staff continues 
to analysis of the Operating Budget in an effort to seek further budget savings.     
 

 
 

   
        
Dave Warren 
Director of Finance       
 
 
Reviewed and Approved: 
 
 
 
       
John Driscoll 
City Manager/City Attorney 


