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CITY OF MARTINEZ
CITY COUNCIL AGENDA


June 3, 2009
TO:


Mayor and City Council

FROM:
Michael Chandler, Senior Management Analyst
SUBJECT:
Resolution of Fiscal Hardship
DATE:

May 28, 2009
RECOMMENDATION:

Adopt a resolution declaring a severe fiscal hardship will exist if additional local property tax funds are seized and additional unfunded mandates are adopted by the State of California, and authorizing the Mayor to send letters of protest on behalf of the City Council to the Governor and State Senate and Assembly Leaders. 
BACKGROUND:

The Department of Finance announced on May 5, 2009, it had proposed to the Governor that the State “borrow” over $2 billion in local property taxes from cities, counties and special districts to balance the State budget, causing deeper cuts in local public safety and other vital services. This proposal would require the Governor declare a “severe fiscal hardship” as provided for in Prop 1A, which passed in 2004.  The legislature would then have to authorize the “borrowing” program by passing urgency legislation (2/3 vote) which identifies how the “loan” will be repaid with interest.
The League of California Cities has urged local governments to adopt the attached resolution finding a severe fiscal hardship will exist if the State raids local revenues and adds to the burden local governments such as Martinez are already experiencing due to the ongoing property tax and sales tax losses resulting from the economic recession.   Martinez property taxes for the current and next two budget years have already been reduced by hundreds of thousands of dollars, and should the State take this action, it is estimated the City will lose between $800,000 and $850,000 in 2009-10 revenues.  Since the State began its practice of redirecting local property taxes in the early 1990’s, the City has lost approximately $17 million.  The attached resolution states that the State taking property tax funds from already stressed cities is irresponsible and will not help resolve the State’s underlying budget problems.

FISCAL IMPACT:

The City stands to lose between $800,000 and $850,000 should the State invoke the fiscal hardship provisions of Prop 1A and seize local property tax revenues.  
ACTION:

Motion adopting a resolution finding a severe fiscal hardship will exist if additional local property tax funds are seized and additional unfunded mandates are adopted by the State of California; and authorizing the Mayor to send letters of protest.
Attachment: Resolution, Sample Letter
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City Manager

Assistant City Manager 




Administrative Services Director
RESOLUTION NO. -09

A RESOLUTION DECLARING A SEVERE FISCAL HARDSHIP WILL EXIST IF ADDITIONAL LOCAL PROPERTY TAX FUNDS ARE SEIZED AND ADDITIONAL UNFUNDED MANDATES ARE ADOPTED BY THE STATE OF CALIFORNIA, AND AUTHORIZING THE MAYOR TO SEND LETTERS OF PROTEST TO THE GOVERNOR AND STATE SENATOR AND ASSEMBLY MEMBER

WHEREAS, the current economic crisis has placed cities under incredible financial pressure and caused city officials to reopen already adopted budgets to make painful cuts; decreasing maintenance and operations of public facilities; and reductions in direct services to keep spending in line with declining revenues; and

WHEREAS, since the early 1990s, the State government of California has seized over $8.6 billion of city property tax revenues statewide to fund the State budget; and

WHEREAS, in FY 2007-08 alone the State seized $895 million in city property taxes statewide via ERAF to fund the State budget; and

WHEREAS, the most significant impact of taking local property taxes has been to reduce  the quality of public safety services cities can provide since public safety comprises the largest part of any city’s general fund budget; and

WHEREAS, in 2004 the voters by an 84% vote margin adopted substantial constitutional protections for local revenues, but the legislature can still “borrow” local property taxes to fund the State budget; and

WHEREAS, on May 5th, the State’s Department of Finance announced it had proposed to the Governor that the State “borrow” over $2 billion in local property taxes from cities, counties and special districts to balance the State budget, causing deeper cuts in local public safety and other vital services; and

WHEREAS, in the past, the Governor has called such “borrowing” proposals fiscally irresponsible because the State will find it virtually impossible to repay and it would only deepen the State’s structural deficit, preventing the State from balancing its budget; and 

WHEREAS, the combined effects of the seizure of the City’s property taxes, increasing unfunded State mandates, and the revenue losses due to the economic downturn have placed the City’s budget under serious fiscal pressure; and  

WHEREAS, Martinez simply cannot sustain the loss of any more property tax funds or to be saddled with any more State mandates as they will only deepen the financial challenge facing our City; and

WHEREAS, a number of the City's financial commitments arise from contracts, including debt service obligations which support securities in the public capital markets,  that the City must honor in full unless modified by mutual agreement of the parties. 

NOW, THEREFORE, BE IT RESOLVED that the City Council of the City of Martinez has determined that the City will experience a severe fiscal hardship if the recommendation of the Department of Finance to “borrow” $2 billion of local property taxes is supported by the Governor and the Legislature; and 

BE IT FURTHER RESOLVED, that the City Council strongly and unconditionally opposes the May 5th proposal of the Department of Finance and any other State government proposals to borrow or seize any additional local funds, including the City’s share of property tax and Prop. 42 transportation sales tax; and

BE IT FURTHER RESOLVED, that the City Council strongly urges the State legislature and Governor to suspend the enactment of any new mandates on local governments until such time as the economy has recovered and urges the State to provide complete funding for all existing and any new mandates; and

BE IT FURTHER RESOLVED, that the Mayor is authorized to send letters of protest on behalf of the City Council to the Governor and our State Senator and Assembly Member, and that the City Clerk shall send copies of this resolution to the Governor, our State Senator and Assembly Member, and the League of California Cities.

* * * * * *

I HEREBY CERTIFY that the foregoing is a true and correct copy of a resolution duly adopted by the City Council of the City of Martinez at a Regular Meeting of said Council held on the 3rd day of June, 2009, by the following vote:

AYES:


NOES:

ABSENT:







RICHARD G. HERNANDEZ, CITY CLERK


CITY OF MARTINEZ

Sample City Budget Letter

June 3, 2009

Honorable Arnold Schwarzenegger, Governor

State Capitol Building

Sacramento, CA 95814

Dear Governor Schwarzenegger:

The City of Martinez opposes any proposal that seeks to take or borrow local property taxes, transportation funds or other revenues to balance the state budget.

Borrowing local revenues is bad fiscal policy and will harm Martinez and other cities and cripple local services. Cities are already on the brink of severe fiscal hardship as the current economic climate has forced cuts to public safety and other essential services, and a reduction in services to the public.

The State made a series of imprudent fiscal decisions, including overspending during years of boom revenues and not establishing a healthy reserve fund.  It is time to end the gimmicks and face the problem directly.  

The City of Martinez has also suffered in this economy.  The City has already made difficult reductions and adjustments of $1.1 million in 2009-10 and $1.3 million in 2010-11, in order to maintain a balanced budget.  Our revenues are projected to come in hundreds of thousands of dollars less than in previous years, and we have to rely on Federal stimulus grants to maintain a fully staffed police department in the next two years.   Seizure of local property tax revenues will jeopardize our ability to provide the public safety services our community needs and deserves.

These were difficult decisions, but our City made them because we had no other choice.  This is the type of leadership our residents expect and deserve. 

Borrowing or taking local revenues is not what California voters want.  This was made evident in 2004 when voters passed Proposition 1A with nearly 84 percent of the vote. Additionally, an October 2008 PPIC survey found that 91 percent of Californians think it’s wrong for the State to borrow to balance its budget. 

The State must find a way to resolve its budget problems without borrowing or taking local revenues.  Nobody likes to make these hard decisions, but they are necessary to restore stability and voter confidence. 

It’s time for leadership. Cities are already making the tough decisions required to balance their budgets.  The legislature needs to do the same.  

Sincerely,

Rob Schroder, Mayor

City of Martinez

c:  League of California Cities
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