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|SUBJECT |

Impacts of State Budget and Federal Grants on City Budget for 2009/2010.

'RECOMMENDATION |

The City Manager recommends that the City Council:

Adopt a resolution amending the 2009/2010 adopted budget.

[DISCUSSION and BACKGROUND /FISCAL IMPACT ]

The State of California faces unprecedented fiscal challenges and, on July 28, Governor
Schwatzenegger signed a series of bills that created a state budget for 2009/2010. Because the State
cannot fund all of its spending obligations with its traditional revenue sources, the State chose to
redirect revenues that would otherwise go to local governments in order to meet its obligations.
This will impact the City in two primary ways.

Proposition 1A Borrowing

In November 2004, the voters of California approved Proposition 1A, an amendment to the
California State Constitution intended to restore predictability and stability to local government
budgets. The measure includes a provision that allows the Legislature to borrow not more than 8%
of total property tax revenues if the Governor issues a proclamation of severe fiscal hardship and
the Legislature enacts a law providing for full repayment of the borrowed funds plus interest within
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three years. As part of the budget “solution” for 2009/2010, the State has enacted this provision
and will be reducing property tax allocations to local governments by 8% statewide, to be repaid by
2013. This will result in a loss of approximately $190,000 from the city’s general fund in 2009/2010.

The State Budget also includes a provision that Jocal governments may “securitize” these loans by
borrowing against the receivable. The League of California Cities has teamed with the California
Statewide Communities Development Authority to pool all interested cities and counties together
and issue bonds to accomplish this loan program. It is anticipated that all participating cities will
receive 100% of their funding when the bonds are issued later this year, then the State will repay the
bonds, with interest, in three years — with no impact on the City’s general fund. I will continue to
monitor this option and will return to the Council when more details are available. At this time,
there are no changes needed to the general fund budget.

Redevelopment “Take”

Unlike the borrowing of property tax revenues discussed above, the State budget also includes a
provision to simply take $2.05 billion of redevelopment property tax increment from local
governments statewide. For the Anderson Redevelopment Agency, this would result in a loss of
$240,000 in the 2009/2010 fiscal year and $49,000 in 2010/2011.

Property Tax Increment revenues are, by law, allocated as follows:
1. 20% set aside for low-income housing programs and projects
2. 20% passed through to the local taxing entities (schools, etc.)
3. Pay debt service on bonds issued by the Agency
4. Finally, to pay administrative expenses and implement economic development programs.

In our case, even with the State taking these funds, we can continue to meet our obligations for the
first three items listed: set-aside, pass through, and debt service. However, no funds will be
available for administrative expenses or economic development programs. I have attached a copy of
the adopted budget for 2009/2010 showing how these funds are spent.

In the 2008/2009 fiscal year, the State proposed a similar action that would have shifted $49,000
from the Anderson Redevelopment Agency. However, this action was challenged in court and
found to be unconstitutional. The California Redevelopment Agency is already preparing to file suit
and expects to similatly stop the State from taking these funds in 2009/2010. I believe that CRA
will be successful in reducing, if not completely eliminating, these funding shifts.

Because the elimination of these funds is far from certain, I am recommending that we temporarily
freeze, but not eliminate, expenditures in the 330 fund budget (attached), until we confirm the
impacts of the State revenue shift. Specifically:

1. The salaries budget includes portions of the City Council, City Manager, City Clerk, Accountant
and Code Enforcement Officer. Using savings in the general and other funds as a result of not
fdling the Assistant City Manager position, some of these costs will be shifted to other funds
temporarily.

2. Project Development expenses, such as appraisals, title reports and special studies, will continue
for projects currently in process, but no additional economic development projects requiring such
expenses will be pursued at this time.
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3. Contracts for services, including the Chamber of Commerce and EDC, will remain in place, but I
recommend that we suspend payments on these contracts. These are contracts for services that
should be honored if funds become available, but until we are certain that funding will be available,
payments will be suspended.

4. Staff will complete the fagade improvement applications currently in process, but not accept any
new applications.

This will significantly reduce expenditures temporarily as a stop-gap measure until future funding is
more certain. It is important to note that the proposed loss of tax increment revenue does not
impact housing projects ot programs or projects funded with bond proceeds.

COPS Hiring Recovery Program

Finally, a bit of good news. In May, the Police Department submitted an application for funding
under the COPS Hiring Recovery Program (a federal stimulus program). We recently received word
that we were awarded this grant for $293,159 to fund a police officer for three years. The grant may
only be used to rehire officers that were laid off due to budget cuts, to prevent a layoff, or to refilla
vacant position that has been unfunded due to budget cuts. These funds may not be used for
overtime or salary increases for existing officers. The City of Anderson was the only jurisdiction m
Shasta County that received this grant. We will immediately begin recruitment and hope to fill this
position within 60 days. The attached resolution will adjust the budget for 2009/2010 for this grant.

ATTACHMENTS

1. Resolution Amending the 2009/2010 Adopted Budget.
2. Adopted Redevelopment Agency (fund 330) Budget.
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ATTACHMENT 2

City of Anderson
Biannual Budget Fiscal Years 2009-2011

Department Budget Request
(For all materials, services, and supplies)

Department Redevelopment - Projects and Programs Budget Unit  330-5155
Object 2009-2010 | 2010-2011
Number Request Request
5xxx Salaries and Benefits 117,210 128,467
5300 Office Supplies 800 800
5310 Special Departmental Expense 5,000 5,500
(Title Reports, Property Taxes, Cdata/Dataquick, fedex,

5340 Advertising (Downtown, Public Hearings, etc.) 1,000 1,000
5350 Communications 800 800
5400 Professional Serivices 17,300 17,800

Audit 5,100

Appraisals (2 estimated) 5,000

SCEDD 1,200

Project Development 5,000
5420 Insurance 852 985
5430 Memberships, Dues and Subscriptions 2,000 2,200
5440 Travel, Conferences 500 700
5450 Training 500 700
5530.005 [Computer Charges 4,413 4,556
5530.008 |Building/Equipment Maintenance 8,052 8,595
5540 Cost Plan Charges 11,372 4,606
5570.001 |Chamber of Commerce 20,000 6,000
5570.005 [EDC 20,000 20,000
5560 Fagade Improvement Loans 30,000 35,000
239,799 237,709




