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March 12,2018

ITEM FOR COUNCI CONSIDERATION

Community survey results related to funding of City services and possible sales tax
measure.

STAFF RECOMMENDATION

Action ltem _X_; Non-Action ltem _
A. Receive Report on Community Survey results
B. Direct Staff to conduct community meetings and report back on the results.

C. Authorize the City Manager to engage consultant services related to the
community outreach and appropriate an amount not to exceed $30,000 from
balance of the General Fund.

BACKGROUND

ln November of last year the City Council initiated a number of actions in response to
the May 2017 Five-Year Financial Plan. The Plan identified strengths and weaknesses
of the City's financial position. The Plan concluded that although the City has adequate
revenue to pay for routine operating costs, it does not receive adequate revenue to
address deferred maintenance and capital projects necessary to maintain the City's
aging streets, sidewalks, parks, etc. Further, the Plan recognized the risk for law
enforcement contract costs to go up significantly and, in fact, since the preparation of
the report the City has learned that law enforcement contract costs are expected to rise
significantly.

Among the actions initiated by the City Councilwas to engage Fairbank, Maslin,
Maullin, Metz & Associates (FM3) to conduct a community survey related to a possible
revenue generating ballot measure. The last such survey of this type was conducted in
2012.|n initiating this work, the City Council recognized that the revenue situation
threatens the City's ability to maintain services in support of the quality of life enjoyed by
Carpinteria residents.
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The purpose of this agenda matter is to allow the City Council to receive a presentation
from FM3 on the survey findings and to direct staff concerning further related work.
Attachment A to this report is the related presentation.

DISCUSSION

The purpose of the community survey completed by FM3 is to gauge community
interest in a revenue measure adequate to maintain community services in years to
come. The Council chose to explore a sales tax ad-on of 1.25o/o, which has the potential
to generate approximately $2 million in annual revenue.

A voter approved increase in the sales tax was selected because it is paid equally by
visitors and local residents; staff estimates that about 50% of the City's sales tax
revenue is generated through visitors buying gasoline, eating at restaurants, etc., and it
has the potentialto generate an amount of revenue adequate to address the City's
desire to maintain critical services and related quality of life.

Should the City Council elect to proceed, it can direct staff to conduct community
meetings to discuss the City's financial needs and what the tax measure would achieve
in terms of maintaining infrastructure and quality of life in Carpinteria. Should the
Council elect to move fonryard based on the survey results, staff recommends that
several meetings over the next two months be held to discuss these issues and report
back to the Council in May. Should the Council elect to move fonryard at that time, the
ballot measure could be approved for consideration as a part of the November 2018
electíon.

POLICY

Exploring revenue generating options is consistent with the City's mission statement
that includes the making judicious use of limited financial resources to promote the
highest possible quality of life for all Carpinteria residents.

Should the City Council elect to move fonruard, staff expects to engage consultant
services for an amount not to exceed $30,000, to be appropriated for the balance of the
General Fund.

FINANCIAL IDERATIONS

The sales tax in Carpinteria is currently 7.75%, of which just over 1% comes directly to
the City. Most sales tax revenue in California goes to the State and County
governments for myriad services including courts, jails, health and social services. A
Tzo/o portion of the sales tax in Santa Barbara County is a voter approved transportation
measure that funds, among other things, freeway improvements, public transit and
street maintenance. The City's current annual sales tax revenue is approximately $2
million. A 1 .25% increase would raise the sales tax rate in Carpinteria to 9.0o/o.
Currently, nearly 30% of California cities have sales tax rates atgo/o or greater (see
Attachment B).

G :\Users\DAVE\CityCouncil\S-Com m u n ity Survey Results. docx
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PRINCIPAL PARTIES EXPECTED AT MEETING

John Fairbank and Adam Sonenshein of FM3

ATTACHMENTS

A. FM3 Community Survey Presentation
B. List of Cities with 9% or greater sales tax rate
C. City Council Staff Report, November 27,2017

Staff contact: Dave Durflinger, City Manager
(805 684-5405, x400, daved@ci.carpinteria.ca.us

G :\Users\DAVE\CityCou ncil\S-Com m unity Su rvey Resu lts. docx
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FM3 Community Survey Presentation

Community Survey Staff Report
March 12,2018



220-4940 

Survey Conducted: January 20-29, 2018 
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Methodology 

 414 interviews with residents in the City of Carpinteria 
likely to vote in November 2018 

 Interviews conducted January 20-29, 2018 
 Survey conducted online and on landlines/cell phones 
Overall margin of error for full sample: ±4.6% 
 Several questions tracked to previous City survey (March 

2012) 
 Some percentages may not sum to 100% due to rounding 
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General Community 
Attitudes 
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57% 

60% 

27% 

51% 

24% 

27% 

54% 

39% 

19% 

13% 

19% 

11% 

2012 

2018 

2012 

2018 

Right Direction Wrong Track Mixed/Don't Know/NA

Do you think things in the ____________ are generally headed in the right direction, or do you feel things have gotten off on the wrong track? 

Voters continue to hold a positive view of 
the City and opinions about the direction of 
the state have vastly improved since 2012. 

The City of Carpinteria 

The State of California 
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20% 

12% 

12% 

9% 

52% 

54% 

45% 

47% 

14% 

23% 

28% 

22% 

5% 

5% 

6% 

7% 

7% 

5% 

9% 

15% 

The Santa Barbara Sheriff's 
Department in the City of Carpinteria 

Carpinteria City government overall 

The Carpinteria City Council 

City of Carpinteria officials in 
managing budget and finances 

Excellent Good Fair Poor DK/NA Exc./ 
Good 

73% 

67% 

57% 

56% 

How would you rate the job being done by ___________? Would you say they are doing an excellent, good, fair, or poor job? 

The majority of voters have favorable views of the 
City of Carpinteria’s government. 
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44% 

31% 

33% 

39% 

43% 

41% 

11% 

18% 

19% 

6% 

5% 

The City of Carpinteria provides a  
better quality of life than other 

 nearby communities 

The City of Carpinteria is particularly 
vulnerable to floods and  

other natural disasters 

The City of Carpinteria is particularly 
vulnerable to wildfires and  

other natural disasters 

Very Acc. Smwt. Acc. Smwt. Inacc. Very Inacc. DK/NA

I would like to read you a series of statements that people have made about the City of Carpinteria.  Please tell me if you believe it is accurate or inaccurate. 
Split Sample  

Voters in Carpinteria believe the city provides a  
better quality of life than other nearby communities 
and that the City is vulnerable to natural disasters. 

Total 
Acc. 

83% 

74% 

73% 
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15% 

20% 

16% 

11% 

46% 

30% 

32% 

23% 

12% 

[VALUE] 

20% 

11% 

9% 

7% 

18% 

43% 

25% 

51% 

The City is generally accountable and 
transparent 

The cost of law enforcement services 
provided by the Sheriff's department 

have increased over the last few years 

Without additional funds, city 
government would be forced to make 

cuts in essential city services 

Carpinteria has reduced funding for city 
services in the last few years 

Very Acc. Smwt. Acc. Smwt. Inacc. Very Inacc. DK/NA

I would like to read you a series of statements that people have made about the City of Carpinteria.  Please tell me if you believe it is accurate or inaccurate. 
Split Sample  

Total 
Acc. 

61% 

50% 

48% 

33% 

There is fairly low awareness of  
budgetary issues in the City. 
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40% 

25% 

21% 

14% 

15% 

13% 

15% 

34% 

41% 

36% 

42% 

40% 

40% 

25% 

19% 

29% 

27% 

36% 

17% 

25% 

17% 

5% 

8% 

6% 

4% 

9% 

8% 

24% 

13% 

34% 

The local cost of living 

^The threat of wildfires, earthquakes, floods, 
landslides, and other natural disasters 

The amount of pollutants that are washed 
through storm drains into the ocean 

The number of homeless individuals in 
Carpinteria 

The impact of state budget cuts on funding 
for Carpinteria City services  

^Lack of funding for local libraries 

The impact of public employee pensions on 
the city budget 

Ext. Ser. Prob. Very Ser. Prob. Not Too Ser. Prob. Not a Prob. DK/NA

I’m going to mention a series of issues some people say might be problems for residents of Carpinteria. Please tell me whether you personally consider it to be a 
problem for people living in Carpinteria or not. ^Not Part of Split Sample  

Ext./ 
Very 

Serious 
74% 

66% 

57% 

56% 

55% 

53% 

40% 

Voters are most concerned about the cost of 
living, and the threat of natural disasters. 
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5% 

9% 

10% 

7% 

35% 

28% 

23% 

24% 

13% 

16% 

10% 

40% 

50% 

32% 

59% 

45% 

39% 

58% 

14% 

17% 

17% 

13% 

22% 

26% 

7% 

19% 

6% 

The condition of the local economy 

The condition of local streets and roads 

Waste and inefficiency in local government 

Crime in general 

The amount you pay in local taxes 

Inadequate law enforcement protection 

Lack of maintenance of local parks 

Ext. Ser. Prob. Very Ser. Prob. Not Too Ser. Prob. Not a Prob. DK/NA

I’m going to mention a series of issues some people say might be problems for residents of Carpinteria. Please tell me whether you personally consider it to be a 
problem for people living in Carpinteria or not. Split Sample  

Ext./ 
Very 

Serious 

39% 

33% 

32% 

26% 

23% 

23% 

12% 

Less than a quarter of voters say the amount they pay in 
local taxes is at least a “very” serious problem. 
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15% 

12% 

16% 

5% 

7% 

40% 

33% 

35% 

32% 

28% 

13% 

17% 

36% 

40% 

30% 

50% 

48% 

12% 

14% 

16% 

17% 

30% 

24% 

7% 

7% 

5% 

2018 

2012 

2018 

2012 

2018 

2012 

Ext. Ser. Prob. Very Ser. Prob. Not Too Ser. Prob. Not a Prob. DK/NA

There has been somewhat of an increase in the 
percentage of voters who view state budget cuts as a 
problem, but less concern about the local economy. 

Q7c, d, e, i, j, k. I’m going to mention a series of issues some people say might be problems for residents of Carpinteria. Please tell me whether you personally 
consider it to be a problem for people living in Carpinteria or not. Split Sample  

The impact of state budget 
cuts on funding for 

Carpinteria City services 

The condition of  
the local economy 

The condition of local 
streets and roads 

Ext./ 
Very 

Serious 
55% 

45% 

39% 

48% 

33% 

20% 
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7% 

7% 

10% 

13% 

16% 

15% 

13% 

17% 

10% 

10% 

39% 

38% 

45% 

35% 

58% 

43% 

33% 

36% 

22% 

28% 

26% 

37% 

6% 

10% 

6% 

6% 

2018 

2012 

2018 

2012 

2018 

2012 

Ext. Ser. Prob. Very Ser. Prob. Not Too Ser. Prob. Not a Prob. DK/NA

There is a continued lack of concern  
about inadequate law enforcement, local taxes 

and the maintenance of local parks. 

Q7c, d, e, i, j, k. I’m going to mention a series of issues some people say might be problems for residents of Carpinteria. Please tell me whether you personally 
consider it to be a problem for people living in Carpinteria or not. Split Sample  

Inadequate law 
enforcement protection 

The amount you pay in 
local taxes 

Lack of maintenance of 
local parks 

Ext./ 
Very 

Serious 
23% 

22% 

23% 

30% 

12% 

13% 
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More voters believe there is a need for additional 
funds in the City of Carpinteria now than in 2012. 

 

In your personal opinion, do you think there is a great need, some need, a little need, or no real need for additional funds to provide the level of city services 
that City of Carpinteria residents need and want?  

Great need 

Some need 

Little need 

No real need 

Don't know 

17% 

38% 

12% 

25% 

8% 

Great/ 
Some 
Need 
55% 

Little/ 
No Real 

Need 
37% 

2012 Survey 2018 Survey 

19% 

46% 

14% 

13% 

8% 

Great/ 
Some 
Need 
65% 

Little/ 
No Real 

Need 
26% 
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Initial Attitudes on  
Local Revenue  
Ballot Measure 
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Q4. If the election were held today, would you vote yes in favor of this measure or no to oppose it?  

CITY OF CARPINTERIA PUBLIC SAFETY 
AND VITAL CITY SERVICES MEASURE 

 

To repair streets and potholes; maintain sheriff’s deputies; 
prepare for wildfires, floods, and natural disasters; upgrade and 
improve emergency communication systems; prevent cuts to 
the local library, senior, youth, and afterschool programs, 
neighborhood parks; address homelessness; protect beaches 
from pollution; ensure water resiliency; other general services; 
shall the City of Carpinteria establish a 1¼¢ sales tax providing 
$2,000,000 annually until ended by voters; requiring annual 
audits, citizen oversight, all funds for Carpinteria? 
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38% 

20% 

6% 

4% 

10% 

20% 

2% 

Definitely yes

Probably yes

Undecided, lean yes

Undecided, lean no

Probably no

Definitely no

Undecided

Total 
Yes 
65% 

Total 
No 

33% 

If the election were held today, would you vote yes in favor of this measure or no to oppose it?  

Two-thirds of voters  
support the ballot measure. 
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38% 

20% 

6% 

4% 

10% 

20% 

2% 

Total 
Yes 
65% 

Total 
No 

33% 

¾ Cent 

39% 

16% 

9% 

4% 

8% 

20% 

5% 

Total 
Yes 
64% 

Total 
No 

31% 

36% 

11% 

9% 

3% 

11% 

24% 

7% 

Total 
Yes 
56% 

Total 
No 

37% 

Voters are less inclined to support the 
measure at lower tax rates. 

If the election were held today, would you vote yes in favor of this measure or no to oppose it?  
What if the local sales tax measure that I just described to you was for _____________, instead of one and one quarter cents providing $2 million?  If that were 
the case, would you vote yes in favor of it, or no to oppose it?  

Definitely yes 

Probably yes 

Undecided, lean yes 

Undecided, lean no 

Probably no 

Definitely no 

Undecided 

1 Cent 1¼ Cent 
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Q4. If the election were held today, would you vote yes in favor of this measure or no to oppose it?  

The sales tax measure starts in a slightly stronger 
position than the TOT measure did in 2012. 

38% 
20% 

6% 

4% 
10% 

20% 

2% 

Definitely yes 
Probably yes 

Undecided, lean yes 

Undecided, lean no 
Probably no 

Definitely no 

Undecided 

29% 
31% 

2% 

1% 
10% 

22% 

5% 

Total 
Yes 
62% 

Total 
No 

33% 

Total 
Yes 
65% 

Total 
No 

33% 

2012 - TOT 2018 – Sales Tax 
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Elements of the  
Ballot Measure  
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57% 

53% 

51% 

48% 

39% 

45% 

33% 

31% 

34% 

35% 

38% 

43% 

34% 

41% 

8% 

12% 

10% 

10% 

14% 

16% 

17% 

5% 

8% 

Ensuring all funds are reserved exclusively 
for Carpinteria 

Maintaining emergency communication 
systems 

Protecting beaches from pollution 

^Ensuring water resiliency 

Maintaining essential City services 

^Preparing for wildfires, floods, and 
natural disasters 

Preventing cuts to senior, youth and 
afterschool programs 

Ext. Impt. Very Impt. Smwt. Impt. Not Too Impt./DK/NA
Ext./Very 

Impt. 

88% 

88% 

87% 

86% 

82% 

78% 

75% 
Q8. Let’s return to the ballot measure I asked to vote on earlier. I am going to read you a list of possible projects, features, and provisions that might be 
included in this sales tax measure. Regardless of how you feel about this measure, as I read each one, please tell me how important it is to you personally that 
each of the following provisions or use of funds is included in the measure: extremely important, very important, somewhat important, or not too important.  
^Not Part of Split Sample 

Ensuring all funds are reserved exclusively for Carpinteria, 
maintaining emergency communication systems, and protecting 

beaches from pollution are among the features of the ballot 
measure most often selected by voters as important priorities. 
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30% 

35% 

32% 

34% 

30% 

29% 

36% 

46% 

39% 

42% 

39% 

42% 

42% 

33% 

17% 

16% 

23% 

21% 

18% 

23% 

23% 

7% 

10% 

7% 

10% 

6% 

7% 

Maintaining programs that support local 
businesses and create jobs 

Retaining and attracting jobs and 
businesses 

Maintaining neighborhood police patrols 

Preventing ocean pollution from local 
storm drains 

Maintaining sheriff's deputies 

Protecting funding for senior, youth and  
afterschool programs 

Improving emergency evacuation services 

Ext. Impt. Very Impt. Smwt. Impt. Not Too Impt./DK/NA
Ext./Very 

Impt. 

75% 

74% 

74% 

72% 

72% 

71% 

69% 
Q8. Let’s return to the ballot measure I asked to vote on earlier. I am going to read you a list of possible projects, features, and provisions that might be 
included in this sales tax measure. Regardless of how you feel about this measure, as I read each one, please tell me how important it is to you personally that 
each of the following provisions or use of funds is included in the measure: extremely important, very important, somewhat important, or not too important.  
Split Sample 

Nearly three-quarters of voters believe it is 
important to support/retain local businesses. 
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36% 

31% 

31% 

31% 

28% 

27% 

23% 

33% 

37% 

37% 

37% 

38% 

39% 

43% 

19% 

24% 

23% 

19% 

23% 

24% 

27% 

11% 

8% 

9% 

13% 

10% 

9% 

7% 

Supporting early childhood education 
programs 

Upgrading and improving emergency 
communication systems 

Addressing homelessness 

Preventing cuts to the number of sheriff 
deputies 

Improving emergency evacuation services 

Requiring annual audits 

^Repairing streets and potholes 

Ext. Impt. Very Impt. Smwt. Impt. Not Too Impt./DK/NA
Ext./Very 

Impt. 

69% 

68% 

68% 

68% 

66% 

66% 

66% 
Q8. Let’s return to the ballot measure I asked to vote on earlier. I am going to read you a list of possible projects, features, and provisions that might be 
included in this sales tax measure. Regardless of how you feel about this measure, as I read each one, please tell me how important it is to you personally that 
each of the following provisions or use of funds is included in the measure: extremely important, very important, somewhat important, or not too important.  
^Not Part of Split Sample 

There is a 20-point difference between “maintaining” 
emergency communication systems (88% ext/very impt) 

and “upgrading and improving” them (68%). 
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24% 

23% 

22% 

25% 

30% 

29% 

17% 

42% 

42% 

42% 

36% 

31% 

29% 

41% 

28% 

20% 

26% 

23% 

27% 

18% 

33% 

6% 

15% 

9% 

16% 

12% 

24% 

10% 

Earthquake retrofitting buildings and 
bridges 

Requiring citizen's oversight 

Preventing cuts to neighborhood parks 

Requiring independent audits 

Preventing cuts to the local library 

Requiring all funds for Carpinteria 

Improving essential City services 

Ext. Impt. Very Impt. Smwt. Impt. Not Too Impt./DK/NA
Ext./Very 

Impt. 

65% 

64% 

64% 

62% 

61% 

58% 

58% 
Q8. Let’s return to the ballot measure I asked to vote on earlier. I am going to read you a list of possible projects, features, and provisions that might be 
included in this sales tax measure. Regardless of how you feel about this measure, as I read each one, please tell me how important it is to you personally that 
each of the following provisions or use of funds is included in the measure: extremely important, very important, somewhat important, or not too important.  
Split Sample 

82% of respondents said it was important to  
“maintain” essential City services compared to  

58% for “improving” them. 
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Impacts of Messaging 
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47% 

43% 

33% 

42% 

33% 

32% 

41% 

32% 

80% 

75% 

75% 

74% 

Much More Incl. Smwt. More Incl.

Q9. I am now going to read some statements made by people who favor the proposed CITY OF CARPINTERIA PUBLIC SAFETY AND VITAL CITY SERVICES 
MEASURE we have been discussing. Please tell me if it makes you more inclined to vote yes to support such a measure. ^Not Part of Split Sample 

Informational statements about the quality of life  
in Carpinteria, preparing for natural disasters, retaining 

sheriff’s deputies, and fiscal accountability are the most likely 
to make voters more inclined to support the measure. 

(QUALITY OF LIFE) People live in Carpinteria because it offers a better quality  
of life and better services than some other nearby communities. Passing this 

 ballot measure and keeping our taxpayer dollars local will make sure Carpinteria 
will maintain public safety, repair streets and roads, and provide other services 

 and programs that make our city a desirable place to live, visit, and do business, 
no matter what happens with the state or federal governments. 

^(EMERGENCY/DISASTER PREPAREDNESS) Our community must be protected 
from wildfires and other natural disasters. This measure will help upgrade and 

maintain our roads to ensure fire trucks can get to emergencies in time, and 
residents are able to evacuate safely when necessary. It will also help improve 

emergency communications with residents to ensure accurate emergency 
information is quickly received.  

(RETAINING SHERIFF DEPUTIES) The costs of the City's contract with the  
Sheriff's department is increasing by as much as 30% in the next five years.  

This measure will keep deputies on the street and improve law enforcement 
response times to all neighborhoods of our city, and is critical for saving lives. 

(ACCOUNTABILITY) This measure includes strict accountability requirements 
including an independent oversight committee and annual independent financial 

audits and performance reports, which will be available online, and all money  
will be exclusively used in Carpinteria and cannot be taken by Sacramento. 
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41% 

42% 

30% 

35% 

32% 

29% 

41% 

34% 

73% 

71% 

71% 

69% 

Much More Incl. Smwt. More Incl.

Q9. I am now going to read some statements made by people who favor the proposed CITY OF CARPINTERIA PUBLIC SAFETY AND VITAL CITY SERVICES 
MEASURE we have been discussing. Please tell me if it makes you more inclined to vote yes to support such a measure. ^Not Part of Split Sample 

Statements about requiring visitors to pay their fair share for 
services and protecting youth programs also resonate well. 

^(SALES TAX) Roughly 50% of all sales tax dollars collected in Carpinteria come 
from tourists and visitors from surrounding areas. This measure will help make 

sure they are paying their fair share to maintain our community and not leave it 
to be paid exclusively by city residents. And, this measure will not be applied to 

prescription medication or food purchased as groceries. 

(YOUTH) Passing this measure will maintain City-funded after-school and 
summer recreational programs, youth job training programs, and gang 

prevention programs for at-risk youth, as well as create funding for early 
childhood education programs. These programs provide hundreds of kids in our 

community with safe and supervised activities that keep them off the streets, 
away from gangs and out of trouble. 

(PROPERTY VALUES) Well-maintained streets, quality neighborhood parks, and 
safe and clean public spaces and neighborhoods are an investment that 

strengthens local property values and makes our community a more desirable 
place to live, do business and raise a family.  

(BUDGET CUTS) As a result of reduced state funding, increased demand for City 
services and increased costs to provide services to residents, the City projects 

that over the next several years it will have to cut $1.5 million annually to 
balance its budget. To accomplish this, it will have to make cuts to most services, 

such as police, fire, street maintenance, parks, recreational and after school 
programs. Passing this measure prevents harmful cuts to our local services so 

that residents can continue to receive services they need. 
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Q4 & Q10. If the election were held today, would you vote yes in favor of this measure or no to oppose it?  

46% 
15% 

6% 

1% 
9% 

19% 

3% 

Definitely yes 
Probably yes 

Undecided, lean yes 

Undecided, lean no 
Probably no 

Definitely no 

Undecided 

38% 
20% 

6% 

4% 
10% 

20% 

2% 

Total 
Yes 
65% 

Total 
No 

33% 

Total 
Yes 
68% 

Total 
No 

29% 

Initial Vote After Information 

Overall support increases slightly after 
informational messages, but the intensity of 

support increases substantially. 
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Conclusions 
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Conclusions 
 Voters have generally positive views of the Carpinteria and its local 

government, although they are largely unaware of budgetary issues in 
the City. 

 Voters believe that the City of Carpinteria offers a better quality of life 
than neighboring cities, and are concerned about high cost of living and 
the threat of natural disasters in the area. 

 A 1 ¼-cent general purpose sales tax measure is viable for further 
planning, reaching nearly 70% support when voters hear more 
information about the City’s needs, the potential uses of the funds 
generated by the measure, and its fiscal accountability protections. 

 Voters generally want funds to be used to maintain current levels of 
service, including, but not limited to public safety. 

 There are several themes that would help the City communicate its 
need for funding: preparing for a natural disaster, protecting the 
ocean/beaches, maintaining safety and the local quality of life, and 
providing services for young people. 

 
 



For more information, contact: 

12100 Wilshire Blvd., Suite 350 
Los Angeles, CA 90025 
Phone (310) 828-1183 

Fax (310) 453-6562  

John@FM3research.com 

Adam@FM3research.com 

Laura@FM3research.com 
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California Cities with Sales Tax Rates of 9% or Greater
As of October 2Ot7

Agoura Hills

Alameda

Albany
Alhambra

Arcadia

Artesia

Avalon

Azusa

Baldwin Park

BellGardens

Bell

Bellflower
Belmont

Berkeley

Beverly Hills

Bradbury

Burbank

Calabasas

Campbell

Capitola

Carson

Cerritos

Commerce
Claremont

Compton

Cotati

Covina

Cudahy

Culver City

Cupertino
Del Rey Oaks

Diamond Bar

Downey
Duarte

Dublin

E Palo Alto
El Cerrito

El Monte
El Segundo

Emeryville

Fairfax

Fremont

9.so%

9.25%

9.75Yo

9.50To

9.50To

9s0%
LO.0Yo

9.50%

9.50%

9.50%

9.50%

9.s0%

9.25%
9.2s%

9.5Oo/o
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9.OOo/o
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Gardena

Gilroy

Glendale

Glendora

Greenfield
Hawaiian Grs.

Hawthorne

Hayward

Hermosa Bch.

Hidden Hills

Huntington Pk.

lndustry

lnglewood
lrwindale

La Canada

La Mirada

La Puente

La Verne

Lakewood

Lancaster

Lawndale

Livermore
Lomita

Long Beach

Los Altos Hills

Los Altos

Los Angeles

Los Gatos

Lynwood

Malibu

Manhattan Bch

Maywood

Milpitas

Monrovia

Monte Sereno

Montebello

Monterey Pk.

Moraga

Morgan Híll

Mt. View

Newark

Norwalk

950%
9.OO%

9.SOYo
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9.s0%
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9.so%

9.so%

9.25%

9.OO%

9.OO%

9.75%

9.5Oo/o
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California Cities with Sales Tax Rates of 9% or Greater
As of October 2OI7

Oakland

Palmdale

Palo Alto
Palos Verdes E.

Paramount

Pasadena

Pico Rivera

Piedmont

Pinole

Pleasanton

Pomona

R. Palos Verdes

Redondo Bch.

Richmond

Rolling Hills E.

Rolling Hills

Rosemead

Salinas

San Dimas

San Fernando

San Gabriel

San Jose

San Leandro

San Marino

San Mateo

San Rafael

Santa Clara

Santa Clarita

Santa Cruz

Santa Fe Spgs.

Santa Monica

Saratoga

Scotts Valley

Seaside

Sierra Madre
Signal Hill

S. El Monte

South Gate

S. Pasadena

S. San Franc.

Stockton

Sunnyvale

9.25%
950%
9.OOYo

9.50%

9.50Yo

9.5OTo

LO.2s%

9.25Yo

9.25Yo

9.25Yo

9.so%

9.50To

9.5Oo/o

9.25%
9.50%

9.50%
9.SOYo

9.25Yo

9.50%
LO.Oo/o

9.50%
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9.75%
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9.OO%

9.OOTo

9.OO%
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9.OOo/o

9.50%

to.2s%
9.OO%

9.OO%

9.25%

9.50%

9s0%
70.o%

10.2s%

9.5Oo/o

9.25%
9.OO%

9.OO%

Temple City

Torrance

Union City

Vernon

View Park

Walnut
Watsonville

West Covina

W. Hollywood
Westlake Vil.

Whittier

95o%
9.5Oo/o

9.75Yo

9.so%

9s0%
9.5O/o

9.25%
9.SOYo

9s0%
9s0%
9.50%



ATTACHMENT C

City Council Staff Report, November 27,2017

Community Survey Staff Report
March 12,2018



City of Carp¡nteria
Cou¡,¡cn- Aceuoa Srrrr Reponr

November 27, 2017

ITEM FOR COUNCIL CONS¡DERATION

lnitiation of implementing actions related to the City's Five-Year Financial Plan,2017-22

STAFF RECOTMENDATION

Action ltem X ; Non-Action ltem _
A.

B

Receive an update on the funding gap for street maintenance and other facilities
and services, and options for increasing the annual investment in this work.
lnitiate the following actions:
1. An amendment to the City's Reserve Policy, as it relates to the target level

of the Financial and Economic Uncertiainty Reserve; and,
2. A Tax Exchange Agreement between the City and Street Lighting District;

and,
3. Establishment of a Pension Trust Fund.
Authorize the City Manager to negotiate and execute a not-to-exceed $30,000
contract for professional services with Fairbank, Maslin, Maullin, Metz &
Associates to conduct opinion polling related to a possible revenue generating
ballot measure.

c.

Sample Motion: I move the following:
1. Direct staff to prepare and return for Council conSideration an amended

reserve policy, as discussed; and,
2. Direct staff to prepare and return for Council consideration a requisite tax

exchange agreement between the City and City Street Lighting District No. 1,
as discussed; and,

3. Direct staff to prepare and return for Council consideration a report on
establishing an lrrevocable Supplemental Pension Trust pursuant lnternal
Revenue Code $1 15; and,

4. Authorize the City Manager to enter into a not-to-exceed $30,000 contract for
professional services with Fairbank, Maslin, Maullin, Metz & Associates, and
to approve the related budget amendment via use of the General Fund
Reserve. (This budget amendment action requires a roll-call vote)



Five-Year Financial Plan Actions
November 27,2A17
Page#2

BACKGROUND

ln May of this year, the City Council reviewed and approved the Five-Year Financial
Plan:2017-22 (Plan).lncluded in this important analysis of City finances is the
conclusion that deferred maintenance of street right-of-way improvements, as well as
delays in addressing needed capital projects is being exacerbated by a significant gap
between the revenues and expenses associated with these programs. The Plan is
attached to this report.

In response to the Plan, the Council directed that staff work with the Finance Committee
to develop actions that could be taken to address the shortfall in the three option areas
identified: Use of Reserves, Debt Financing, and New Revenue.

Staff has reviewed the implementation options and actions wíth the Finance Committee
The purpose of this agenda matter is to update the Council on deferred maintenance,
capital projects and other unmet service demands and to provide an opportunity for the
Council to initiate action items as implementation measures for the Five-Year Financial
Plan.

DtscusstoN

As the Council is aware and has discussed at various budget and finance related
meetings, funding for the City's street maintenance, as well as certain other services
such as Park maintenance, was established via specialassessments in the 1980's. For
street maintenance, property owners are assessed based on formulas established
through a Right-of-Way Assessment District. The amount of the assessment has
changed little since 1995 while costs have increased due to aging infrastructure and
new requirements.

ln addition to these local assessment revenues, the City receives an allocation of
Measure A revenue, the county-wide half-cent sales tax for transportation. This revenue
has been essential to the City's ability to address street right-of-way maintenance and,
in particular, capital projects, to the degree it has; however, it too has seen relatively
iittie growth over the past decacie. The City aiso receives revenue from the state for
street maintenance through an allocation of the gas tax. For various reasons this
revenue has declined.

G : Dave/CityCounciliFive-Year Financial Plan Actions.docx
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The chart below illustrates flat revenues in these three key street maintenance revenue
funds.

Transporation Maintenance Funding
Measure D, Measure A, Right-of-Way Assessment
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Finally, earlier this year the state enacted SB1, which establishes a new gas tax and
vehicle registration fee. A portion of the state-wide revenues from the tax and fee will be
allocated to cities for programs such as street maintenance. Once fully implemented,
the City allocation is expected to be about $250,000 annually. The funding comes with a
match requirement that, for the City, is about dollar for dollar. Cunently, the City
believes that this match is required to come from the cities'discretionary funds, i.e.,
General Fund. This revenue will be very helpful in addressing localstreet maintenance;
however, it will not be enough to address the entire need.

ln the City of Carpinteria, most streets were built during a2A year period of growth that
extended from the 1950's to 1970's. ln the City's early years, these streets were new
and required very little maintenance but now, increasingly, require much more
expensive treatments and repairs. For example, in early years, application of an
occasional, inexpensive slurry seal may have been adequate maintenance for most City
streets. Today, most City streets are in need of more expensive treatments such as
pavement overlays. Similarly, most City sidewalks initially required very little
maintenance; however, after decades of age and related damage they require much
more significant repair in some cases replacement. For example, the growth of street

G:Dave/CityCouncil/Five-Year Financial Plan Actions.docx
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trees over the years can uplift concrete and damage pavement, requiring regular
sidewalk, curb, gutter and asphalt repair. This work represents a significant part of the
City's annualstreet maintenance spending. These increasing expenses combined wíth
flat revenues has resulted in a growing amount of deferred street maintenance.

New state and federal requirements are also contributing to the City's growing street
maintenance and improvement expenses. The City's gutters and storm drains are
required to be modified and maintained in order to capture and eliminate water
pollutants such as oil and dog feces. As these requirements are phased-in, the City's
costs are projected to increase dramatically in both capital project costs, e.g., water
filtering systems, and maintenance. The City currently budgets a small amount mainly
for an employee to conduct inspections and comply with state reporting requirements. ln
the future, mandatory capital projects and maintenance willdrive City storm water
management program costs up significantly.

The City is also obligated to improve curb ramps, signs and other improvements to
ensure they meet updated and changing standards for safety and accessíbility. The
standard for accessible curb ramps has evolved over the years and cities are obligated
to update older ramps and install ramps where absent and needed. New standards for
reffectivity will require the replacement of nearly every traffic controlsign maintained by
the city, such as stop signs. The city currently budgets annually for some sign
replacement due to normalwear and tear but will need to increase thís significantly in
order to appropriately address the new standard.

The City's Five-Year Financial Plan was received by the Council in May of this year.
The Plan's purpose is to identify the General Fund's ability over the next five years to
continue current services and address long-term liabilities and capital improvement
program (ClP) goals. The Plan included a forecast of ongoing revenues and operating
and capital costs. The Plan concludes that the City faces significant challenges in
addressing capital and major maintenance projects.

An annual funding gap of about $1.5 million occurs when annual proiections for
capital and major maintenance proiect costs are taken into consideration.

Since the preparation oi the Pian there have been severai other key, iong-range,
expense developments that have the potential to make it more difficult for the City to
adequately address major maintenance and capital project needs.

Library. The City has learned that County branch library expenses have risen
significantly, which is threatening greatly reduced hours of operation if not closure of the
branch. The City, Friends of the Library, and County have worked together to ensure
operations continue in the current fiscal year but a crisis is looming in FY 2018-19.

Law Enforcement Services Agreement. As a part of efforts to improve cost
recovery, the County is proposing updating agreements for law enforcement services
that it has with the Cities of Carpinteria, Goleta, Buellton and Solvang, as well as other
entities such as the Chumash Tribe. Coupled with increased labor costs, staff believes
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that law enforcement service costs could increase as much as 30%, about $1 million,
over the five-year period analyzed by the Plan.

Homelessness. A national crisis in rising numbers of people that are homeless is
affecting Carpinteria with greater numbers of people with more significant health and
behavioral problems living on City streets and in other public places, and negatively
impacting businesses, residents and visitors- The City has been making increasing
commitments of resources through its law and code enforcement and maintenance
functions to respond to issues arisíng out of homelessness and this is expected to
continue to grow.

The Five-Year Financial Plan identifies a path forward that includes some combination
of use of reserves, debt financing, and new revenue. Staff and the City's finance
committee have analyzed these options in more detail and the recommendations
included in this report reflect a conclusion that stabilizing funding for capital projects and
major street maintenance will require a multi-faceted and significant effort,

The following is discussion of each option the Finance Committee considered and the
resulting recommendation.

Use of Reserves.

A. Reserve Policy Change
The City's healthy reserves represent a significant asset that may be applied in order to
improve the City's long-term financial condition. Because reserves represent a type of
one-time revenue, it is prudent to apply these funds in order that they have long-term
benefit to City services and/or finances.

On September 26, 2011 the City Council adopted Resolution 5343, establishing three
reserve categories and amounts as per Government Accounting Standards Board
Statement 54. Those three reserve categories and amounts are as follows:

L Financial and Economic Uncertainty Reserve. Thís reserve is maintained at a
level equal to 55% of General Fund expenses plus or minus the mark to market
adjustment for the City's Treasury note portfolio. This reserve is currently set at
$4,447,500.

2. General Reserve Fund. This reserve is maintained at a level of $1,000,000 with
interest earned on that balance segregated for use at the Council's
direction. This reserve is currently set at $1,096,139.

3. Major Asset Replacement and Repair Reserve Fund. Similar to the General
Reserve Fund this reserve is maintained at a level of $1,000,000 with interest
earned segregated for use at the Council's direction. This reserve is currently
set at $1,048,050.

The application of the City's reserve policy, in particular the Financial and Economic
Uncertainty Reserve, affects the City's General Fund, resulting in an annual expense to
the General Fund in most years. The initial 2011 Fund amount was $3.9 million and
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s¡nce then the General Fund has contributed just over $583,000. A growth of
approximately 15o/o, ot 2.5o/o annually, tracking grourth in General Fund spending. Total
expenditures since inception is about $36,000.

ln FY 2017-18, $296,114 has been budgeted to meet the reserve level target of the
policy.

The Financial and Economic Uncertainty Reserve should include an amount adequate
to address many potential temporary financíal issues such as the loss or decline in
revenue or an unforeseeable one-time expense. Use of the reserve under such
conditions could avoid or mitigate reduction in service levels, The type and amount of
potential economic liabilities does not necessarily grow with City expenses and staff
believes that maintaining the Financial and Economic Uncertainty Reserve amount at
40o/o of General Fund expenses will result in an amount in reserve adequate for the type
of scenarios anticipated.

Staff recommends that the Council consider amending the Financial and Economic
Uncertainty Reserve by changing the contribution level to 40% of General Fund
spending. This would have the immediate effect of suspending contributions until such
time as the cunent reserve amount falls below the target level. Staff projects that this
would occur in four years.

B. Tax Exchange Agreement
ln 1976, the City formed Street Lighting District No. 1, pursuant to state law (Street
Lighting Act of 1919, Streets and Highways Code 18000, et al.). The purpose of the
District is to pay for the cost of operating the City's public street lighting system. Since
most of the street lights in the City are owned and operated by Southern California
Edison, this primarily involves paying electricity bills; however, the City does own and
operate some street lighting in the Downtown T and a few other locations. At these
locations, in addition to paying the electric bill, the City has purchased decorative
lighting poles and fixtures and maintains them.

The effect of establishing the District has been to dedicate a portion of the ad valorem
property tax revenue of the City for the operating cost of the Lighting District. As an ad
vaiorem iax, the Districi covers anci beneäts aii properiies in ihe City anci revenue grows
with the assessed valuation of the City's property tax base.

District revenue growth has outpáced expenses for some time, resulting in a fund
balance, Current annual operating costs are estimated to be approximately $150,000,
while annual revenues are approximately $350,000. The actual 2016-17 District fund
balance is approximately $1.2 million.

Staff recommends that the City Council consider a property tax exchange agreement
whereby a portion of the fund balance and annual revenue of the District is redistributed
to the City.
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C. Establishment of an lrrevocable Supplemental Pension Trust
The Finance Committee has received reportsl on the City's Unfunded Actuarial
Liabilities (UALs) associated with pension obligations and retiree health insurance. The
pension liability reports suggest that by paying more annually toward its UALs now, the
City can save on interest expense over time and lower the amount required to be paid
from the City General Fund based on projections of annual increases made by City's
pension fund operator, CaIPERS.

The City is required to make two types of annual payments to CaIPERS, an Employer
contribution based on a percentage of payroll and what amounts to an estimate of how
much additionally is owed, i.e., a catch-up payment: the Unfunded Actuarial Liability.
The City has two pension funds with UAL payment requirements, the Miscellaneous
employee pension and the Safety fund (the Safety fund has no Employer or Employee
contributions since it was effectively closed when the City Police Department was
discontinued).

The annual Miscellaneous plan's Employer payment is currently $159,761, and the UAL
payment is $218,889. CaIPERS' projects the UAL payment will increase to
approximately $337,000 by 2021.

The annual Public Safety UAL is currently 5163,777, and the UAL payment is projected
to increase to $274,000 by 2A21.

Below is a table illustrating estimated City costs over the next decade. As discussed
above, if no action is taken this rising expense would impact the General Fund.
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The UAL reports estimate that should the City establish a Trust of $1 million, split
between the two Plans, a larger annual UAL payment could be made from this fund,
having the effect of keeping the UAL expense to the General Fund where it is at today
and lowering the City's overall cost due to interest savings.

As the Council is aware, many public agencies are experiencing financial crises due in
large part to pension liabilities. The investment losses experienced during the Great
Recession have never recovered and earnings, on average, are not meeting
assumptions. This, combined with increased benefits approved by many agencies
during the period of time when "superfunded" status existed, i.e., interest earnings
exceeded annual contributions, has undermined the foundation of the fund and is likely
to require signifÍcant changes in the way public pensions in California work.

The City of Carpinteria has been a responsible player, sticking with a basic retirement
formula and ensuring that employees make their full contributions. Nonetheless, the City
will be impacted as pension costs skyrocket over the next decade. ln consultation with
the City's actuarial consultant, staff has determined that by investing City funds
strategically now, it can mitigate annual cost increases over the next decade and reduce
UAL costs in the long-term.

Staff is recommending that the Council direct that the final UAL report with options and
procedures for establishing a Trust be scheduled for City Council consideration.

Debt Financinq

The City of Carpinteria currently does not carry any debt, having this year retired 30
year Certificates of Participation (COPs). ln July 1988 $2,015,000 in COPs were issued
to be repaid through semi-annual lease payments by the City. The $2 million in
proceeds was used for construction and delivery of a variety of capital improvements
such as the construction of the community swimming pool, expansion of El Carro Park,
City Hall improvements, and construction of Parking Lot No. 3. All construction and
delivery was completed at the end of FY 1989-90. The balance remaining on the COPs
at June 30,2017 was $170,000. The final payment to retire the debt is scheduled for
March i, 2ûi8.

The City's COP debt service expense was paid from the General Fund, which was
determined at the time of issuance to be sufficient to support the annual servicing. Also,
the City used the proceeds to fund projects that had a longer, i.e., greater than 30 year
life. ln this way, debt financing can make sense, allowing a city to deliver projects with
significant public benefits up front while financing them over time.

Should the Council wish to consider debt financing of capital projects today, it would
need to identify projects that warrant borrowing and a revenue source adequate to
service the debt annually. The General Fund is currently not in a position to do that;
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however, should SBl revenue remain intact, this could be considered for capital project
debt service.

SBCAG staff has consulted with other member agencies about borrowing against
Measure A revenues with relatively short-term repayment, e.9., ten years. This could,
for example, permit a city to invest in a larger amount of strategic pavement
maintenance that reduces costs ín the future.

New Revenue

As discussed in the Five-Year Financial Plan, City revenue growth is derived from
various forms of growth and development and new or increased taxes or assessments.
For the purposes of the Five-Year Financial Plan, the report concludes that because
there are currently no projects in the pipeline that have the potentialto impact revenues
positively, such revenue growth should not be considered. Also, it would be highly
speculative, given existing City land use and zoning policies and the build-out
scenarios, to count on future growth or new business to generate revenue sufficient in
the long-term to address the projected gap between rising costs for major maintenance
and capitalwork and revenues.

The Finance Committee has considered a number of options for generating new tax or
assessment revenue. All options require some type of voter approval. Examples include
parcel taxes, special property assessments, General Obligation bonds with related
property taxes, utility user tax, or increasing an existing tax such as the hotel bed tax or
sales tax, or business license tax.

The Committee discussed the unique nature of each tax or assessment, who pays, and
how various groups may be impacted. The Committee concluded that exploring an
additional sales tax is the best option. ln Carpinteria, a significant amount of sales tax is
generated from businesses that are patronized heavily by visitors, i.e., Restaurants &
Hotels and Fuel & Services Stations categories represent about 43% ol total City sales
tax revenue.

Many agencies across the state have proposed a sales tax measure in recent years and
voters, recognizing local revenue needs and desiring local control, have been approving
these tax increases. Attachment A to this report are 2016 and 2017 (preliminary)
summaries of statewide Local Revenue Measures, as compiled by California City
Finance, which illustrate that sales tax measures are one of the most common types of
measures and have one of the highest pass rates. In 2016, 51 of 59 sales tax measures
were passed and in 2017 ,8 of 10 passed. Over this two year period, 41o/o of the
measures that passed state-wide were for 1 cent.

Earlier this month, voters in the City of Santa Barbara passed a 1 cent increase in the
local sales tax. This effectively doubles Santa Barbara's sales tax revenue, adding over
$22 million for City projects, programs, and services. Approximately 56% voted yes for
the measure, which does not have a sunset.
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Currently, the County-wide sales tax rate is 7.75 cents on the dollar. The City receives a
local allocation of the state sales tax, which is I cent of the full 7.75 cent sales tax. The
City's local sales tax revenue is approximately $1.65 million. As such, it is projected that
each quarter cent increase would generate about $412,500 in local revenue.

Should the City Council wish to explore a sales tax measure, the first step would be to
evaluate the likelihood of voter approval for various scenarios, e.g., different rates, %
cent, or 1 cent, with sunset provisions, local controls, etc. Staff has received a proposal
from Fairbank, Maslin, Maullin, Metz & Associates (FM3) for research services to assist
the Council in making a decision. Staff recommends that the Council authorize the City
Manager to negotiate a professional services agreement in an amount not-to-exceed
$30,000, and amend the budget as necessary to allocate revenue from the General
Fund Available Fund balance. As proposed, FM3's survey work would be completed in
early 2018 to allow the Council to consider the results and, if determined appropriate,
take the necessary steps to place a measure on the November 2018 ballot.

POLTCY CO STENCY

This matter concerns actions aimed at improving the City's long{erm financial position
and is consistent with the City's fiduciary responsibilities and goal to deliver services
that meet community needs in an etficient and effective manner.

FINANCIAL CONSIDERATIONS

Recommended actions 1 through 3 to implement the City's Five-Year Financial Plan are
policy matters expected to result in benefit to the City's financial position and delivery of
needed projects, programs and services to the communíty. The financial impacts of
these matters would be considered at the time the related reports are reviewed by the
City Council.

The recommendation to authorize the City Manager to enter into a professional services
agreement requires a budget amendment to transfer up to $30,000 of the General Fund
balance for the related expense. This will reduce the available fund balance of the
Generai Funci by $ucr,0û0 irom the year enci projection of $783,Gi7.

LEGAL AND RISK MANAGEIUENT CONSIDERATIONS

One of the purposes of the recommended actions is to put the City in a better position
over the long-term to meet community service needs, in particular, street maintenance
and capital project demands. A risk of not doing this and having the condition of City
streets and rights-of-way continue to decline is a rise in claims against the City.
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OPTIONS

Staff is making four separate but related recommendations concerning ímplementation
of the City's Five-Year Financial Plan. The Council may act on all or some subset of the
recommended actions. The Council may also amend any of the recommended actions.

ATTACHMENTS

A. Five-Year Financial Plan, 2017-22
B. Local Revenue Measure Results, November 2016, November 2017 (preliminary),

Ca lifo rnia City F inance, CaliforniaC ityFin a nce. com.

Staff contacts: John Thornberry, Administrative Services
805 7 554448, joh nt@ci. carpinteria. ca. us

Dave Durflinger, City Manager
805 7554400, daved@ci.carpinteria.ca. us
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220-4940 

Survey Conducted: January 20-29, 2018 



1 

Methodology 

 414 interviews with residents in the City of Carpinteria 
likely to vote in November 2018 

 Interviews conducted January 20-29, 2018 
 Survey conducted online and on landlines/cell phones 
Overall margin of error for full sample: ±4.6% 
 Several questions tracked to previous City survey (March 

2012) 
 Some percentages may not sum to 100% due to rounding 



2 

General Community 
Attitudes 
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57% 

60% 

27% 

51% 

24% 

27% 

54% 

39% 

19% 

13% 

19% 

11% 

2012 

2018 

2012 

2018 

Right Direction Wrong Track Mixed/Don't Know/NA

Do you think things in the ____________ are generally headed in the right direction, or do you feel things have gotten off on the wrong track? 

Voters continue to hold a positive view of 
the City and opinions about the direction of 
the state have vastly improved since 2012. 

The City of Carpinteria 

The State of California 
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20% 

12% 

12% 

9% 

52% 

54% 

45% 

47% 

14% 

23% 

28% 

22% 

5% 

5% 

6% 

7% 

7% 

5% 

9% 

15% 

The Santa Barbara Sheriff's 
Department in the City of Carpinteria 

Carpinteria City government overall 

The Carpinteria City Council 

City of Carpinteria officials in 
managing budget and finances 

Excellent Good Fair Poor DK/NA Exc./ 
Good 

73% 

67% 

57% 

56% 

How would you rate the job being done by ___________? Would you say they are doing an excellent, good, fair, or poor job? 

The majority of voters have favorable views of the 
City of Carpinteria’s government. 
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44% 

31% 

33% 

39% 

43% 

41% 

11% 

18% 

19% 

6% 

5% 

The City of Carpinteria provides a  
better quality of life than other 

 nearby communities 

The City of Carpinteria is particularly 
vulnerable to floods and  

other natural disasters 

The City of Carpinteria is particularly 
vulnerable to wildfires and  

other natural disasters 

Very Acc. Smwt. Acc. Smwt. Inacc. Very Inacc. DK/NA

I would like to read you a series of statements that people have made about the City of Carpinteria.  Please tell me if you believe it is accurate or inaccurate. 
Split Sample  

Voters in Carpinteria believe the city provides a  
better quality of life than other nearby communities 
and that the City is vulnerable to natural disasters. 

Total 
Acc. 

83% 

74% 

73% 
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15% 

20% 

16% 

11% 

46% 

30% 

32% 

23% 

12% 

[VALUE] 

20% 

11% 

9% 

7% 

18% 

43% 

25% 

51% 

The City is generally accountable and 
transparent 

The cost of law enforcement services 
provided by the Sheriff's department 

have increased over the last few years 

Without additional funds, city 
government would be forced to make 

cuts in essential city services 

Carpinteria has reduced funding for city 
services in the last few years 

Very Acc. Smwt. Acc. Smwt. Inacc. Very Inacc. DK/NA

I would like to read you a series of statements that people have made about the City of Carpinteria.  Please tell me if you believe it is accurate or inaccurate. 
Split Sample  

Total 
Acc. 

61% 

50% 

48% 

33% 

There is fairly low awareness of  
budgetary issues in the City. 
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40% 

25% 

21% 

14% 

15% 

13% 

15% 

34% 

41% 

36% 

42% 

40% 

40% 

25% 

19% 

29% 

27% 

36% 

17% 

25% 

17% 

5% 

8% 

6% 

4% 

9% 

8% 

24% 

13% 

34% 

The local cost of living 

^The threat of wildfires, earthquakes, floods, 
landslides, and other natural disasters 

The amount of pollutants that are washed 
through storm drains into the ocean 

The number of homeless individuals in 
Carpinteria 

The impact of state budget cuts on funding 
for Carpinteria City services  

^Lack of funding for local libraries 

The impact of public employee pensions on 
the city budget 

Ext. Ser. Prob. Very Ser. Prob. Not Too Ser. Prob. Not a Prob. DK/NA

I’m going to mention a series of issues some people say might be problems for residents of Carpinteria. Please tell me whether you personally consider it to be a 
problem for people living in Carpinteria or not. ^Not Part of Split Sample  

Ext./ 
Very 

Serious 
74% 

66% 

57% 

56% 

55% 

53% 

40% 

Voters are most concerned about the cost of 
living, and the threat of natural disasters. 
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5% 

9% 

10% 

7% 

35% 

28% 

23% 

24% 

13% 

16% 

10% 

40% 

50% 

32% 

59% 

45% 

39% 

58% 

14% 

17% 

17% 

13% 

22% 

26% 

7% 

19% 

6% 

The condition of the local economy 

The condition of local streets and roads 

Waste and inefficiency in local government 

Crime in general 

The amount you pay in local taxes 

Inadequate law enforcement protection 

Lack of maintenance of local parks 

Ext. Ser. Prob. Very Ser. Prob. Not Too Ser. Prob. Not a Prob. DK/NA

I’m going to mention a series of issues some people say might be problems for residents of Carpinteria. Please tell me whether you personally consider it to be a 
problem for people living in Carpinteria or not. Split Sample  

Ext./ 
Very 

Serious 

39% 

33% 

32% 

26% 

23% 

23% 

12% 

Less than a quarter of voters say the amount they pay in 
local taxes is at least a “very” serious problem. 
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15% 

12% 

16% 

5% 

7% 

40% 

33% 

35% 

32% 

28% 

13% 

17% 

36% 

40% 

30% 

50% 

48% 

12% 

14% 

16% 

17% 

30% 

24% 

7% 

7% 

5% 

2018 

2012 

2018 

2012 

2018 

2012 

Ext. Ser. Prob. Very Ser. Prob. Not Too Ser. Prob. Not a Prob. DK/NA

There has been somewhat of an increase in the 
percentage of voters who view state budget cuts as a 
problem, but less concern about the local economy. 

Q7c, d, e, i, j, k. I’m going to mention a series of issues some people say might be problems for residents of Carpinteria. Please tell me whether you personally 
consider it to be a problem for people living in Carpinteria or not. Split Sample  

The impact of state budget 
cuts on funding for 

Carpinteria City services 

The condition of  
the local economy 

The condition of local 
streets and roads 

Ext./ 
Very 

Serious 
55% 

45% 

39% 

48% 

33% 

20% 
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7% 

7% 

10% 

13% 

16% 

15% 

13% 

17% 

10% 

10% 

39% 

38% 

45% 

35% 

58% 

43% 

33% 

36% 

22% 

28% 

26% 

37% 

6% 

10% 

6% 

6% 

2018 

2012 

2018 

2012 

2018 

2012 

Ext. Ser. Prob. Very Ser. Prob. Not Too Ser. Prob. Not a Prob. DK/NA

There is a continued lack of concern  
about inadequate law enforcement, local taxes 

and the maintenance of local parks. 

Q7c, d, e, i, j, k. I’m going to mention a series of issues some people say might be problems for residents of Carpinteria. Please tell me whether you personally 
consider it to be a problem for people living in Carpinteria or not. Split Sample  

Inadequate law 
enforcement protection 

The amount you pay in 
local taxes 

Lack of maintenance of 
local parks 

Ext./ 
Very 

Serious 
23% 

22% 

23% 

30% 

12% 

13% 
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More voters believe there is a need for additional 
funds in the City of Carpinteria now than in 2012. 

 

In your personal opinion, do you think there is a great need, some need, a little need, or no real need for additional funds to provide the level of city services 
that City of Carpinteria residents need and want?  

Great need 

Some need 

Little need 

No real need 

Don't know 

17% 

38% 

12% 

25% 

8% 

Great/ 
Some 
Need 
55% 

Little/ 
No Real 

Need 
37% 

2012 Survey 2018 Survey 

19% 

46% 

14% 

13% 

8% 

Great/ 
Some 
Need 
65% 

Little/ 
No Real 

Need 
26% 
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Initial Attitudes on  
Local Revenue  
Ballot Measure 
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Q4. If the election were held today, would you vote yes in favor of this measure or no to oppose it?  

CITY OF CARPINTERIA PUBLIC SAFETY 
AND VITAL CITY SERVICES MEASURE 

 

To repair streets and potholes; maintain sheriff’s deputies; 
prepare for wildfires, floods, and natural disasters; upgrade and 
improve emergency communication systems; prevent cuts to 
the local library, senior, youth, and afterschool programs, 
neighborhood parks; address homelessness; protect beaches 
from pollution; ensure water resiliency; other general services; 
shall the City of Carpinteria establish a 1¼¢ sales tax providing 
$2,000,000 annually until ended by voters; requiring annual 
audits, citizen oversight, all funds for Carpinteria? 
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38% 

20% 

6% 

4% 

10% 

20% 

2% 

Definitely yes

Probably yes

Undecided, lean yes

Undecided, lean no

Probably no

Definitely no

Undecided

Total 
Yes 
65% 

Total 
No 

33% 

If the election were held today, would you vote yes in favor of this measure or no to oppose it?  

Two-thirds of voters  
support the ballot measure. 
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38% 

20% 

6% 

4% 

10% 

20% 

2% 

Total 
Yes 
65% 

Total 
No 

33% 

¾ Cent 

39% 

16% 

9% 

4% 

8% 

20% 

5% 

Total 
Yes 
64% 

Total 
No 

31% 

36% 

11% 

9% 

3% 

11% 

24% 

7% 

Total 
Yes 
56% 

Total 
No 

37% 

Voters are less inclined to support the 
measure at lower tax rates. 

If the election were held today, would you vote yes in favor of this measure or no to oppose it?  
What if the local sales tax measure that I just described to you was for _____________, instead of one and one quarter cents providing $2 million?  If that were 
the case, would you vote yes in favor of it, or no to oppose it?  

Definitely yes 

Probably yes 

Undecided, lean yes 

Undecided, lean no 

Probably no 

Definitely no 

Undecided 

1 Cent 1¼ Cent 
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Q4. If the election were held today, would you vote yes in favor of this measure or no to oppose it?  

The sales tax measure starts in a slightly stronger 
position than the TOT measure did in 2012. 

38% 
20% 

6% 

4% 
10% 

20% 

2% 

Definitely yes 
Probably yes 

Undecided, lean yes 

Undecided, lean no 
Probably no 

Definitely no 

Undecided 

29% 
31% 

2% 

1% 
10% 

22% 

5% 

Total 
Yes 
62% 

Total 
No 

33% 

Total 
Yes 
65% 

Total 
No 

33% 

2012 - TOT 2018 – Sales Tax 
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Elements of the  
Ballot Measure  
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57% 

53% 

51% 

48% 

39% 

45% 

33% 

31% 

34% 

35% 

38% 

43% 

34% 

41% 

8% 

12% 

10% 

10% 

14% 

16% 

17% 

5% 

8% 

Ensuring all funds are reserved exclusively 
for Carpinteria 

Maintaining emergency communication 
systems 

Protecting beaches from pollution 

^Ensuring water resiliency 

Maintaining essential City services 

^Preparing for wildfires, floods, and 
natural disasters 

Preventing cuts to senior, youth and 
afterschool programs 

Ext. Impt. Very Impt. Smwt. Impt. Not Too Impt./DK/NA
Ext./Very 

Impt. 

88% 

88% 

87% 

86% 

82% 

78% 

75% 
Q8. Let’s return to the ballot measure I asked to vote on earlier. I am going to read you a list of possible projects, features, and provisions that might be 
included in this sales tax measure. Regardless of how you feel about this measure, as I read each one, please tell me how important it is to you personally that 
each of the following provisions or use of funds is included in the measure: extremely important, very important, somewhat important, or not too important.  
^Not Part of Split Sample 

Ensuring all funds are reserved exclusively for Carpinteria, 
maintaining emergency communication systems, and protecting 

beaches from pollution are among the features of the ballot 
measure most often selected by voters as important priorities. 
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30% 

35% 

32% 

34% 

30% 

29% 

36% 

46% 

39% 

42% 

39% 

42% 

42% 

33% 

17% 

16% 

23% 

21% 

18% 

23% 

23% 

7% 

10% 

7% 

10% 

6% 

7% 

Maintaining programs that support local 
businesses and create jobs 

Retaining and attracting jobs and 
businesses 

Maintaining neighborhood police patrols 

Preventing ocean pollution from local 
storm drains 

Maintaining sheriff's deputies 

Protecting funding for senior, youth and  
afterschool programs 

Improving emergency evacuation services 

Ext. Impt. Very Impt. Smwt. Impt. Not Too Impt./DK/NA
Ext./Very 

Impt. 

75% 

74% 

74% 

72% 

72% 

71% 

69% 
Q8. Let’s return to the ballot measure I asked to vote on earlier. I am going to read you a list of possible projects, features, and provisions that might be 
included in this sales tax measure. Regardless of how you feel about this measure, as I read each one, please tell me how important it is to you personally that 
each of the following provisions or use of funds is included in the measure: extremely important, very important, somewhat important, or not too important.  
Split Sample 

Nearly three-quarters of voters believe it is 
important to support/retain local businesses. 
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36% 

31% 

31% 

31% 

28% 

27% 

23% 

33% 

37% 

37% 

37% 

38% 

39% 

43% 

19% 

24% 

23% 

19% 

23% 

24% 

27% 

11% 

8% 

9% 

13% 

10% 

9% 

7% 

Supporting early childhood education 
programs 

Upgrading and improving emergency 
communication systems 

Addressing homelessness 

Preventing cuts to the number of sheriff 
deputies 

Improving emergency evacuation services 

Requiring annual audits 

^Repairing streets and potholes 

Ext. Impt. Very Impt. Smwt. Impt. Not Too Impt./DK/NA
Ext./Very 

Impt. 

69% 

68% 

68% 

68% 

66% 

66% 

66% 
Q8. Let’s return to the ballot measure I asked to vote on earlier. I am going to read you a list of possible projects, features, and provisions that might be 
included in this sales tax measure. Regardless of how you feel about this measure, as I read each one, please tell me how important it is to you personally that 
each of the following provisions or use of funds is included in the measure: extremely important, very important, somewhat important, or not too important.  
^Not Part of Split Sample 

There is a 20-point difference between “maintaining” 
emergency communication systems (88% ext/very impt) 

and “upgrading and improving” them (68%). 
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24% 

23% 

22% 

25% 

30% 

29% 

17% 

42% 

42% 

42% 

36% 

31% 

29% 

41% 

28% 

20% 

26% 

23% 

27% 

18% 

33% 

6% 

15% 

9% 

16% 

12% 

24% 

10% 

Earthquake retrofitting buildings and 
bridges 

Requiring citizen's oversight 

Preventing cuts to neighborhood parks 

Requiring independent audits 

Preventing cuts to the local library 

Requiring all funds for Carpinteria 

Improving essential City services 

Ext. Impt. Very Impt. Smwt. Impt. Not Too Impt./DK/NA
Ext./Very 

Impt. 

65% 

64% 

64% 

62% 

61% 

58% 

58% 
Q8. Let’s return to the ballot measure I asked to vote on earlier. I am going to read you a list of possible projects, features, and provisions that might be 
included in this sales tax measure. Regardless of how you feel about this measure, as I read each one, please tell me how important it is to you personally that 
each of the following provisions or use of funds is included in the measure: extremely important, very important, somewhat important, or not too important.  
Split Sample 

82% of respondents said it was important to  
“maintain” essential City services compared to  

58% for “improving” them. 
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Impacts of Messaging 
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47% 

43% 

33% 

42% 

33% 

32% 

41% 

32% 

80% 

75% 

75% 

74% 

Much More Incl. Smwt. More Incl.

Q9. I am now going to read some statements made by people who favor the proposed CITY OF CARPINTERIA PUBLIC SAFETY AND VITAL CITY SERVICES 
MEASURE we have been discussing. Please tell me if it makes you more inclined to vote yes to support such a measure. ^Not Part of Split Sample 

Informational statements about the quality of life  
in Carpinteria, preparing for natural disasters, retaining 

sheriff’s deputies, and fiscal accountability are the most likely 
to make voters more inclined to support the measure. 

(QUALITY OF LIFE) People live in Carpinteria because it offers a better quality  
of life and better services than some other nearby communities. Passing this 

 ballot measure and keeping our taxpayer dollars local will make sure Carpinteria 
will maintain public safety, repair streets and roads, and provide other services 

 and programs that make our city a desirable place to live, visit, and do business, 
no matter what happens with the state or federal governments. 

^(EMERGENCY/DISASTER PREPAREDNESS) Our community must be protected 
from wildfires and other natural disasters. This measure will help upgrade and 

maintain our roads to ensure fire trucks can get to emergencies in time, and 
residents are able to evacuate safely when necessary. It will also help improve 

emergency communications with residents to ensure accurate emergency 
information is quickly received.  

(RETAINING SHERIFF DEPUTIES) The costs of the City's contract with the  
Sheriff's department is increasing by as much as 30% in the next five years.  

This measure will keep deputies on the street and improve law enforcement 
response times to all neighborhoods of our city, and is critical for saving lives. 

(ACCOUNTABILITY) This measure includes strict accountability requirements 
including an independent oversight committee and annual independent financial 

audits and performance reports, which will be available online, and all money  
will be exclusively used in Carpinteria and cannot be taken by Sacramento. 
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41% 

42% 

30% 

35% 

32% 

29% 

41% 

34% 

73% 

71% 

71% 

69% 

Much More Incl. Smwt. More Incl.

Q9. I am now going to read some statements made by people who favor the proposed CITY OF CARPINTERIA PUBLIC SAFETY AND VITAL CITY SERVICES 
MEASURE we have been discussing. Please tell me if it makes you more inclined to vote yes to support such a measure. ^Not Part of Split Sample 

Statements about requiring visitors to pay their fair share for 
services and protecting youth programs also resonate well. 

^(SALES TAX) Roughly 50% of all sales tax dollars collected in Carpinteria come 
from tourists and visitors from surrounding areas. This measure will help make 

sure they are paying their fair share to maintain our community and not leave it 
to be paid exclusively by city residents. And, this measure will not be applied to 

prescription medication or food purchased as groceries. 

(YOUTH) Passing this measure will maintain City-funded after-school and 
summer recreational programs, youth job training programs, and gang 

prevention programs for at-risk youth, as well as create funding for early 
childhood education programs. These programs provide hundreds of kids in our 

community with safe and supervised activities that keep them off the streets, 
away from gangs and out of trouble. 

(PROPERTY VALUES) Well-maintained streets, quality neighborhood parks, and 
safe and clean public spaces and neighborhoods are an investment that 

strengthens local property values and makes our community a more desirable 
place to live, do business and raise a family.  

(BUDGET CUTS) As a result of reduced state funding, increased demand for City 
services and increased costs to provide services to residents, the City projects 

that over the next several years it will have to cut $1.5 million annually to 
balance its budget. To accomplish this, it will have to make cuts to most services, 

such as police, fire, street maintenance, parks, recreational and after school 
programs. Passing this measure prevents harmful cuts to our local services so 

that residents can continue to receive services they need. 



25 
Q4 & Q10. If the election were held today, would you vote yes in favor of this measure or no to oppose it?  

46% 
15% 

6% 

1% 
9% 

19% 

3% 

Definitely yes 
Probably yes 

Undecided, lean yes 

Undecided, lean no 
Probably no 

Definitely no 

Undecided 

38% 
20% 

6% 

4% 
10% 

20% 

2% 

Total 
Yes 
65% 

Total 
No 

33% 

Total 
Yes 
68% 

Total 
No 

29% 

Initial Vote After Information 

Overall support increases slightly after 
informational messages, but the intensity of 

support increases substantially. 
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Conclusions 
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Conclusions 
 Voters have generally positive views of the Carpinteria and its local 

government, although they are largely unaware of budgetary issues in 
the City. 

 Voters believe that the City of Carpinteria offers a better quality of life 
than neighboring cities, and are concerned about high cost of living and 
the threat of natural disasters in the area. 

 A 1 ¼-cent general purpose sales tax measure is viable for further 
planning, reaching nearly 70% support when voters hear more 
information about the City’s needs, the potential uses of the funds 
generated by the measure, and its fiscal accountability protections. 

 Voters generally want funds to be used to maintain current levels of 
service, including, but not limited to public safety. 

 There are several themes that would help the City communicate its 
need for funding: preparing for a natural disaster, protecting the 
ocean/beaches, maintaining safety and the local quality of life, and 
providing services for young people. 

 
 



For more information, contact: 

12100 Wilshire Blvd., Suite 350 
Los Angeles, CA 90025 
Phone (310) 828-1183 

Fax (310) 453-6562  

John@FM3research.com 

Adam@FM3research.com 

Laura@FM3research.com 
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INTRODUCTION

OVERVIEW

Background

This report is in response to the City of Carpinteria's interest in preparing a long-term fiscal

forecast and financial plan that assesses the General Fund's ability over the next five yea$ -
on an'brder of magnitude" basis - to continue current services in the aftermath of the worst
recession since the Great Depression, address long-term liabilities and achieve capital

improvement plan (CIP) goals; and if the forecast projects a negative gap between revenues

and expenditures, to identify realistic options for the City's consideration in closing the gap.

Like virtually all other local governments in California, the City has been faced with major

fiscal challenges over the past several years in the wake of the worst recession since the

Great Depression.

Making good resource decisions in the short term as part ofthe budget process requires

considering their impact on the City's fiscal condition down the road. Developing good

solutions requires knowing the size of the problem the City is trying to solve: in short, the

City cannot fix a problem it hasn't defined. And in this economic and fiscal environment,
looking only one year ahead has the strong potential to misstate the size and nature of the

fiscal challenges - and opportunities - ahead of the City.

For those local agencies that have prepared long-term forecasts and financial plans, this did

not magically make their fÌscal problems disappear: they still had tough decisions to make.

However, it allowed them to better assess their longer-term outlook, more closely define the

size and duration of the frscal challenges facing them, and then make better decisions
accordingly for both the short and long run. This will be true for the City as well'

In September 2016, the City contracted with William C. Statler to prepare the General Fund

Five-Year Fiscal Forecast and Financial Plan. (An overview ofconsultant qualifications is

provided in the Appendix.)

Forecast Purpose and Approach

The purpose of the fbrecast is to identiff the General Fund's ability over the next five years -
on an 'brder of magnitude" basis - to continue current services in the aftermath of the worst

recession since the Great Depression, address long-term liabilities and achieve CIP goals.

The forecast does this by projecting ongoing revenues and subtracting from them likely
operating, debt service and capital costs in continuing current service levels. If positive, the

balance remaining is available to fund "new initiatives" such as implementing CIP goals,

addressing unfunded liabilities or improving service levels. On the other hand, if negative, it
shows the likely "forecast gap" if the City continues current service levels or firnds
ClP/major maintenance projects without corrective action.

The forecast builds on the Generøl Fiscal Outlook presented to the Council in December

2016, which prefaced this report by discussing the key economic, demographic and fiscal

-l-



INTRODUCTION

factors key factors that are likely to affect the City's fiscal future. These ultimately translate
intokey assumptionS that diive forecãst results,

It is importont lo stress that thß forecøst ß not the budget.

It doesn't make expenditure decisions; it doesn't make revenue decisions. As noted above,
its sole purpose is to provide an 'brder of magnitude" feel for the General Fund's ability to
continue currsnt service levels and achieve CIP goals.

Ultimately, this forecast cannot answer the
question: "Can tåe City afford new
initiatives?" This is a basic question of
priorities, not of financial capacity per se.

However, making trade-offs is what the
budget process is all about: determining the
highest priority uses of the City's limited

nesources. And by identif,ing arnd analyzing key factors affecting the City's long-term fiscal
heath, the forecast can help assess how difficult making these priority decisions will be.

Stat€d simply, the forecast is not the budget. Rather, it sets forth the challenges - and
opportunities - ahead ofthe city in adopting a hlanced budget, next year and beyond.

FORECAST FII\DINGS

Can the Ctty Afford New lnitt¿ttives?

This is ¿ [rasic rlrrr:stiorr ol ¡rriorities. rrol
of financial capacity. But thc forecast
¿ssesses how rlrffrt:r¡lt answerirrq this
questior wiil be

The Short Storv

o The General Fund is in good shape in funding operating costs.

r Howeveç there are significant challenges ahead in funding clP and major
maintenanee projects (let alone improving service levels or addressing long-term
liabilities).

t800,0m

s700.0@

s600,000

s500,000

$400,000

$300.000

$æ0.000

s100,000

$0

24fl-n General Fund Resourco Availebillty
Wlthout Fu ndlng for CPlNaJor ildntenance Prclecb

Funding Operating Costs. As
shown in ttre sidebar chart,
forecast revenues exceed
^aatnti¡n ^^dû. ¡- a,,--., ,,-^r .,,i+Lvpet w..r.ó wvJrJ r¡r v rwr J Jvør, ?V rt¡i

an average "r€source availability"
of $643,000 annually. The
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like pensions and retiree health care. Put in perspective, this would allow a comparable level

of funding to 2016-17, where in addition to operations the General Fund supported $500,000
in paving projects.

2017 -22 General Fund Reeource AvoilabilitylGap
F unding With ClP/lVfajor
Maintenance Projects. The

sidebar chart compares the
forecast results for operating
costs with what happens if
C lP/lvf ajor Maintenance Projects
are included in the. forecast. (The
basis for the ClP/\tfajor
Maintenance Projects is discussed
below.)
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¡Withq¡t Funding lor CIP/Àlajq Maintenance Proiects

rw¡th Funding for C|P/lviajor Maintenance Prcfects

Instead ofprojecting a "resource
avai lability'' of about $643,000
annuall¡ the forecast shows an
annuat avemge "gap" ofabout
Sl.5 million when CIP/Major
Maintenance Projects are
included. The rcsulting ending
fr¡nd balance would be $7.3
million below the policy
minimum.

The Path Forward. As discussed below, there are several options available in funding
CIP/Major Maintenance Projects (in full or part) that would result in a balanced budget and

r€serves at minimum policy levels, including:

. Using reserves to minimum policy levels.

. Debt financing some ofthe CIP projects.

. New revenues (which will require voter approval).

. Combination ofthese three.

Caveat The Forecast Reflects Cautious Optimism. As discussed in more detail later in

this report, the continued growth in the economy (and related growth in City revenues) is not
a sure thing. At 92 months, the nation is now in its third longest period of economic

expansion in over 80 years. And it is quickly closing in on the other two: 106 months of
sustained economic growth (almost nine years) from l96l To 1969; and 120 months (ten

years) from 199 t to 2001 . In shoft, avoiding a downturn over the next five years would
mean setting a new post-Great Depression record for economic expansion.

Accordingly, with prospects of a favorable fiscal outlooh the City should strongly consider

using available resources in funding CIP/Major Maintenance Projects and/or addressing its

unfunded pension and retiree health liabilities before expanding operating program costs.
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a Allocating funds for one-time ClPimajor maintenance projects has the advantage of
addressing infrastructure and facility needs, while positioning the e ity for the next
downturn. Stated simpl¡ it is much easier to reduce projects than it is to cut operating
programs and staff.

o In the case of unfunded pension and retiree health liabilities, using funds for this purpose
will reduce future year costs and reflects an implied 7.\Yo retvn on fi¡nds compared with
cunent yields of 1.25% from investments in the City's portfolio.

Key Forecast Drívers

Assumptions drive the forecast results, which are detailed on pages l5 to 17. Stated simply,
ifthe assumptions change, the results will change. As prefaced inthe General Fiscal
Outlook presented to the Council in December 2016, there are eight key drivers underlying
the fbrecast results:

o Generaleconomic trends and outlook
. State budget situation
¡ Current financial condition
. Key revenues
. Operating cost drivers, including Sheriff contract renewal and unfunded liabilities for

pensions and retiree health care
¡ General Fund subsidies
r Population growth and development
. Capital improvement plan

O Generøl Economic Trends ønd Outlook

Where we are today. We have seen consistent growth nationally and in the State for more
than seven years.

. National unemployment is 4.5oó, down from peak of 10.0%.

. California unemployment is 5.0ol0, down from peak of 12.2o/o-

. The stock market has rebounded strongly: the Dow Jones IndustrialAverage has
increaseci írom a iow in ivíarch 2ûû9 oió,5ûû to historic highs of abour 2i,ûûû; anci ar
over 2,300, the S&P 500 is also at historically high levels.

. Corporate earnings are up, with record highs nationally.

. The banking system is healthier.

. Interest rates continue to be low by historic standards (although access to credit is
tougher).

. Housing prices have recovered (although this has resulted in affordability challenges).

rilhere we're headed. While there is uncertainty, many economists do not see significant
economic storm clouds on horizon for the nation or the State,

-4-
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a

a

The Legislative Analyst's Offìce (LAO) - one of the most credible sources on State

economic and fiscal issues - assumes modest growth nationally and strong economic
performance in the State through 2018.

Beacon Economics - also highly regarded for its State and regional economic forecasts -
sees State unemployment staying below 5.5% though 2018, with continuing (albeit

modest) growth in employmento personal income and taxable retail sales.

However, at 92 months, Ìve are now in the third longest period of economic expansion in

over 80 years; and closing in on the other two.

Stated simply, we'rc du€ for a downturn. Based on long-term trcnds, there is reasonable

likelihood that \À/e will experience some level of economic downturn over the next five years.

Avoiding this would mean setting a new post-Great Depression record for economic

expansion.

lVhat this means for the City. Property tW sales tax and transient occupancy tax (TOT)
revenues acÆount for about 85% ofGeneral Fund revenues (excluding transfers). These are

driven by performance of the local econom¡ which in turn is driven by the intenelated
performance ofthe regional, state and national economies. While no sþificant economic

downturns that will impact key General Fund ¡evenues are projeoted in the forecastn this is
not a sure thing.

tC Cunent Strong Fkancial Condilion

The following chart shows the City's General Fund balance for thc past tør )€ars. In each

year, the City exceeds its minimum policy. [t also shows that reselves have remained

relatively constan! which means that the City has been able to respond to tough fïscal times
without rclying on significant drawdowns on its reserves.

Unreetbted General Fund Bdancs: Last Ten Years
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This was not the case for many cities in California. In shoú, as noted in the General Fiscal
Outlook, while the City has not been immune from adverse economic forces resulting from
the Great Recession and State takeaways, it has been more successful than many other
communities in California in we¿thering these fìscalstorms.

June 30, 2016 Ending General Fund Balance. As shown below, the City ended 2015-16
with General Fund balances that are $1.7 million higher than the policy minimum. This will
serve the General Fund well in meeting the challenges ahead.

2015-16 Audìted Fund Bølance

O State Budget Outlook

Over the past twenty'five years, the greatest fiscal threat to cities in California has not been
economic downturns, dotcom meltdowns or corporate scandals, but rathel State takeaways.
These included ZAVo reductions in property tax revenues in transferring revenues to schools via
the Education Revenue Augmentation Fund (which in tum allowed the State to reduce its
funding to schools by a commensurate amount), property tax administration fees, unfunded
State mandates and most recently, dissolution of redevelopment agencies. These takeaways
were on top ofthe fiscal challenges facing cities in light oftheir own revenue declines and cost
pressures.

Fortunately, due to an improving economy combined with tax increases, constrained spending
and more prudent fiscal policies (including required contributions to reserves), the State is in
its best financial condition in many years. Accordingly, there are no further takeaways on the
horizon - but neither are there any suggested restorations of past takeaways.

That said, while there are added constitutional protections in place since the last State raids
on local finances, five years is a long time forthe state to leave cities alone.

Ql Key Revenues

Based on trends for the past ten years (detailed on pages 27 and 28), it is clear the City has
recovered from the Great Recession. The forecast generally assumes continued growth in the
city's top three revenues - property tax, sales tax and transient occupancy tax (Tor).
Together, these three sources account for 85% ofGeneral Fund revenues (excluding transfers
in).

-6.
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Financ ial and economic uncertainty

Capital asset replacement

Specialprojects
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4402285
t,039,531
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1.734.662
Total Unrestricted Fund Balance , June 30,2016 8262.888
Total Fund Balance, June 30, 2016 $8.671.406
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INTRODUCTION

a

A Operating Costs Expendítures

There are four key operat¡ng cost assumptions reflected in the forecast, which are described
in greater detail on pages l5 and 16.

Operating cost oobaseline." The 2016-17 Budget is the "baseline" for the forecast. From
this, operating costs are projected to increase by inflation (projected at2o/o annually),
excluding retirement costs, Sheriffcontract costs and retiree health care-

CaIPERS retirement costs. Significant increases in retirement costs are assumed based

on projections provided by the California Public Employees Retirement System
(CaIPERS).

Sheriff contract costs. Excluding transfers out, these costs account for 40% of General
Fund operating costs. As shown on page 29, increases in Sheriffcontract costs have

been modest over the past eight years. However, there are two factors that are likely to
have an adverse impact on this key cost area: the curent five-year contract with the

County is coming to an end and is subject to renegotiation; and the County's Retirement
System Board recently approved a reduction in the discount rate (investment yield) from
7.5o/o to 7 .0o/o- As discussed on pages 30 to 33, while this change may appear modest, it
will have a significant impact on annual pension costs, which will af,fect contract costs.

Retiree health care costs. Under the City's "pay-as-you-go cost" approach to firnding
this obligation (versus funding on actuarial basis), this cost is modest at this time.
However, it is likely to grow at a rate greater than inflation over the next fìve years.

(Ð General Fund Subsidies

As summarized below for 2016-17,the General Fund provides significant operating subsidies

to four funds:

These subsidies are largely due to structural imbalances between revenues - which in the
case of assessments are fixed - and increased costs due to aging infrastructure and deferred
maintenance. As discussed on page 16, continued subsidies to these five funds are

projected over the next five years.

Ø Populalion Growth and Development

The City's population of about 14,000 has remained virtually unchanged over the past ten

years. While there are some new residentialdevelopments in the pipeline, they are not likely

a

a

a

7

Park Development

Park Malntenance

ROW Assessment

Recreatbn Services

34,149

154,299

97,597

212,776

Total $498,821
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INTRODUCTION

to cause either significant operating revenue or cost increases over the next five years, C)n
the other hand, there are two hotel projects (one on City property) and a busincss park
development that may come on line in the next five years that could favorably affect General
Fund revenues. However, these will be subject to discretionary reviews, and in the case of
the potential hotelon tìity propefty, signitìcant negotiations.

Regardless of City approvals, it is uncertain what the market for these projects will look like
three to five years from now. Accordinglyo no new revenues from new development are
projected in the forecast.

@ Capítøl Improvements and lltøjor Maíntenance Projects

Five -Year CIP. In December 2016, the Council began consideration of a comprehensive,
long-term CIP that covers needed improvements in wide range of areas, including general
fac i I it ies, transportat ion, storm drainage and parks/recreat ion.

Based on the draft CIP, with some updates to costs, total costs are $303.5 million. Flowever,
this cost will be expended over a long period of time and fr¡nded from a variety of sources.
For the purpose of this forecast and developing assumptions for CIP costs, City staffhave
prepared an initial assessment of funding sources and phasing for the next five years.

Based on this assessment, the following is a summary of funding sources:

CIP Funding Sources: ssos.s Million

Û Other Sources,

s6,779,4AO,2%

I General Fund,

513,848,400,5%

tr Grants,

522.024,700 ,7',vo
tr CalTrans/SBCA6,

$ 160, s34,ooo,
52o/o

E Deveiopment
lmpact Fees,

9105,290, s00,
4.401

As reflected in this summary, after esti¡nates fbr funding fiom CalTrans and the Santa
Barbara County Association of Governments (SBCAC), development impact fèes, grants and
other sources (such as Measure A, developer reimbursements and the Cas 'fax, Lighting and
Parking Funds), the General Fund share is estimated at S13.8 million.
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The following is a summary of phasing assumptions for General Fund CIP projects for the

next five years (with totals for the "out years"):

Major Maintenance Projects. The long-term CIP only addresses "improvement" projects

it does not address "major rnaintenance" such as street paving and sidewalk maintenance

and repair. For the purpose of assumptions in the forecast, City staffhas prepared an

assessment of "ma.jor maintenance" needs, which results in the following average annual

costs:

tlul-Yøs Total20t7-t8 2018-19 20 I 9-20 2020-21 2021-22Proiect

2,242,ût)û

5,000,000

785,000

t38,000

238,000

I 57.000

500,0c0

3'11,500

t,3tì7.0{)0

700,000

1,012,0c0

94,400

817,000

400.500

2,242.t00

r,387,000

400 500

¡38,000

218.0ü)

500,000

700,0{x)

377,500

5.000,000

785.000

I 57,000

I,0 t2,000

94,400

8l 7,000

Cily Hall Remodeling/Reconfiguration

EOC/SherifI Sub-Sta{ion Conslrucliofl

Public Works Yard Cover Structure

Public Works Shop Fire Sprinkler System

City Hall HVAC

City Hall Painting

MTD City Ilall Electric Station Relocalìon

Parking Lot ll I Rcconfiguration

Pûrking Lot {? Reronstructiofl

ParkingLot fl Closure ofSlreet Access

from Lintlen to Holly

Play ground Structure Rep lacement

Linden Avenue Beach bhd tscautiticatton

Ël Cano P¿¡k Parkingf.ot Redesign

Storm Drain Svstem Retrofit Prosram

rlì R48400s4 029 100 st i8 000 $238.000 s 1.200-000 s377.500 $7.8ó5.400'lotal

General Fund ital I ernent Plan

C-*ls Tax Measure A ROV/ Total Fiscal YearCateeorv

Gencral
Fl¡nd

93.750 93,750

468,750

937.500937.500

234,375 234,375
Street Trees

Curb&Crutter&Sidewalk
Pavement

2017-18

937.500 234375 234375 93.7s0 r500000Total
93,750 93,7s0

468,7s0

937.500

Street'frees

Curb&Cutter&Sidewalk
Pavement 937.500

234,375 234,375

1.500.000

2018-t9

937500 234375 234375 93,750Tot¡l

234,375

93,7s0 93,750

468,750

917.s00

Street'['rces

Curb&Gutter&Sidewalk
Pavement 937.500

234,37s

1500.000

2019:20

937500 234375 234375 93,750Total

234,375 234,3'ts

93,750 93,750

468,750

937.500

Street Trees

Curb & Cutter& Sìdewalk

Pavement 937.500

93.750 1500.000

2020-21

Total 937500 23431s 234375

937.500

234,375 234,375

93,750 93,750

468,750

937,500

Street Trees

Curb&Cutter&Sidewalk
Pavement

234315 234375 93.7s0 l,500,000

2(Dt-22

Total 937500

Major Maintenance Projects Ftrndi Sources
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Project 2017- l8 20 l 8-19 2019-20 2020-2t 202r-22
CIP Projccts

M ajor M aintenance Proiects

4,029,500

937.500

138,000

937.500

238,000

937.500

1,200,000

937.500

377,500

937.500

Totat $4,967.000 $1.075.500 s1.175.500 $2,r37.500 $1.315.000

General Fund CIP/Major Maintenance Pro jects

As reflected above, the forecast assumption for General Fund major maintenance projects is
$93ï500 annually, compared with $500,000-¡n the2û16-17 Budget. This results iñ the foll-wing
cost assumptions for combined General Fund CIP/Major Maintenance Projects costs:

Forecast Gap vs Budget Deficit

In those years where expenditures are greater than revenues due to CIP/Llajor Maintenance
Projects, this forecast does not project a o'budget defîcit." Stated simply, a projected
'oforecast gap" is not the same as a "budget deficit." The City will have a budget deficit only
if it does nothing to take corrective action. However, by looking ahead and making the tough
choices necessary *today" to close any potentialfuture gaps, the City will avoid incurring
real deficits.

FORECAST X'RAMEWORI(

Background

There are two basic approaches that can be used in preparing and presenting forecasts:
developing one forecast based on one set of assumptions about what is believed to be the
most likely outcome; or preparing various o'scenarios" based on a combination of possible
assumptions for revenues and expenditures. This forecast uses the 'bne set of assumptions"
approach as being the most usefi¡l for policy-making purposes. However, it presents two
'\¡vhat ifs:"

¡ Operating Costs

I Operating Costs with CtP/Major Maintenance Projects. The assumptions in this case are
the same as the o'Operating Costs" forecast with the addition of CIP/Major Maintenance
Prn ienf c

The frnancial model used in preparing this forecast can easily accommodate a broad range of
other'\vhat if' scenarios.

Demographic and Financial Trends

The past doesn't determine the future. However, if the future won't look like the past, we
need to ask ourselves: why not? How willthe future be different than the past, and how will
that affect the City's fìscal outlook? Accordingly, one of the first steps in preparing the
forecast is to take a detailed look at key demographic, economic and fìscal trends over the
past ten years.

- 10-
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O

A summary of key indicators is provided inthe Trends section of this report beginning on
page22. Areas ofpafticular focus included:

Demogrophic and Economic Trends. Economic trends, housing, population and

inflation as measured by changes in the consumer price index (CPI).

Revenues Trends. Focused on the City's top three General Fund revenues - property
taxes, TOT and sales - which together account for about 85% of total General Fund

revenues (excluding transfers in).

Expenditure Trends. Overall trends in key expenditure areas, including sheriff contract
costs, insurance, pensions and retiree health care.

Forecast Assumptions

As noted above, assumptions drive the forecast results. Sources used in developing forecast
projections include:

Long and short-term trends in key City revenues and expenditures.

Economic trends as repofied in the national media.

Statewide and regional economic forecasts prepared by the University of Californiao Los
Angeles, Universìty of California, Santa Barbara, California Economic Forecast and
Beacon Economics.

Economic and fîscal information developed by the State Legislative Analyst (LAO),
State Department of Finance and State Controller.

Fiscal and legislative analysis by the League of California Cities.

a

o

a

a

a

¡ Analysis by the City's sales tax advisor (HdL Companies).

¡ Five-year employer contribution rate projections prepared by CaIPERS.

Ultimately, working closely with City staf{, the forecast projections reflect our best judgment

about performance of the local economy during the next five years, and how these will affect
Ceneral Fund revenues and expenditures. A detailed description of the assumptions used in

the forecast and the resulting projections are provided on pages l8 to 21.

Whatns Not in the Forecast

Grant Revenues. For operations, the forecast does not reflect the receipt of any

'bompetitive" grant revenues over the next five years. However, based on past experience, it
is likely that the City will be successful in obtaining grants for operating purposes. However,
these are typically for restricted purposes that meet the priorities of the granting agency,
which are not necessarily the same as the City's. Moreover, experience shows given fèderal

and state budget challenges, the amount of available grant funding is more likely to decline
over the next five years than increase.

- ll -
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Operating Needs Nol Funded ín the 2016-17 Badget. lt is likely that there are City needs
that are not reflected in the 2016- I 7 Budget.

Transportation Fundíng Package Currently lúnder ConsìderatÍon. It appears that the
Governor and Legislature leadership have agreed on new transportation funding
with substantial increases for state highways, public transportation and local stieets
and roads ("Road Repair and Accountability Act of z0l7->. Based on analysis by
the League of California Cities, this could result in added City revenues for street
purposes of $80,000 in 2017-18 (partial year) and $239,000 annually thereafter if
the package is approved as currently proposed.

What's Most Likely to Change?

By necessity, the forecast is based on a number of assumptions. The following summarizes
key areas where changes from forecast assumptions are most likely over the next five years:

Top Revenae Proiectíons. These are directly tied to the performance ofthe local economy,
which in turn is driven by the interrelated performance of the regional, state and national
economies. As noted above, no significant economic downturns that will impact key General
Fund revenues are projected in the forecast. However, it bears repeating that this is not a
sure thing.

Revenue Projections from New Developmenf. While none are reflected in the forecast, it is
possible that some of the hotel and business park projects on the radar could move faster. If
that's the case, then revenues - at least in the forecast out-years - may be better than the
forecast.

fnsurønce Cosls. Consistent with the assumption of using the 2016-17 Budget as the
"baseline," the forecast assumes that general liability and workers' compensation and
property insurance costs will grow by inflation (2o/o annually). However, in the past this has
been a volatile cost for many cities in California (and the City's experience has shown the
potential for wide swings as we ll). While loss experience plays a role, higher costs can also
be incurred resulting from volatility in the financial markets. This can often have a far greater
impact on insurance costs than actuarial loss experience.

Retirement Costs. The forecast uses CaIPERS' rate projections for the next five years.
While this is a reasonable assumption, experience has shown the potential for even steeper
increases in employer contribution costs.

THE PATH FORWARI}

As discussed above, the City is in good fiscal shape in funding operating costs - which has
been the focus of past City budgets - with projected revenues exceeding operating costs by
about $643,000 annually.

However, the forecast also shows an annual average "gap" of about $l.5 million when
CIP/Major Maintenance Projects are included. The resulting ending fund balance would be
$7.3 million below the policy minimum.

- t2-
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There are several options available in funding CIP/Major Maintenance Projects (in full or
part) that would result in a balanced budget and reserves at minimum policy levels,

including:

. Using reserves to minimum policy levels.
o Debt financing.
¡ New revenues (which willrequire voter approval).
¡ Combination ofthese three.

Using Reserves to Minimum Poticy Levels. The forecast shows that without CIPiMajor
Maintenance Projects, the General Fund balance will rise to $3.4 million above the policy
minimum. This could be used to partially fund the $10.7 million in projects assumed in the
forecast.

Debt Financing. While there might be others, the City Hall Remodeling/Reconfiguration
project is an excellent candidate for debt financing: it is a "lumpy'' cost in the CIP;
will serve the City for many years; and will result in very low debt service costs relative to
General Fund revenues. For example, if financed for l5 years with conservatively estimated

interest rate of 4o/o, annual debt service would be about $ló5,000. This represents less than

2Yo of General Fund sources and would leave about $2.6 million in available reserves for
other projects on a "pay-as-you-go" basis, recognizing that there are likely to be competing
interest for funds.

New Revenues. As discussed in the Nelal

Revenue Options section (pages 35 to 43),
there are a wide variety of new revenue
sources available to the City. This includes:

. Local option sales

o TOT
. Utility users tax
o Business license tax
. Parcel tax

However, as discussed in the side-bar, they
virtually all require voter approval:

o Majority voter approval if for general
purposes.

o Two-third voter approval if for special
purposes or a parcel tax.

While discussed in greater detail in the New
Revenue Options section, the most likely
new revenue source that will meet the
City's CIP/Major Maintenance Projects
goals is a local option sales tax of %-
percent, which will generate about $1

million annually.

Council Approved Revenues

As.discussed on the New Revenue
Optíons section, the Councilhas very
limited ability in approving new revenues
for operating programs. The primary
option is user fee cost recovery.

ln February 2017,the Councilreviewed a
comprehensive cost of services study that
assessed current costs and fees. Based
on adopted cost recovery policies, the
Council approved modest fee increases
that are projected to raise about $156,000
annually in added revenues. This
increase is reflected in the forecast
beginning in2O17-18.

As such, given this recent review, voter-
approved revenues are virtually all that
remain as new revenue sources. The
only other viable Council-approved option
would be to increase the solid waste
franchise agreement. However, this is not
wholly within the Council'discretion: it
would require the approval of the
franchisee via a renegotiated agreement.

- 13 -
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Ifthis (or anyother new revenue source) is proposed as a genera l-purpose tax, the soonest
ls þn

Council elections as required by the State constitution. (Ballot measures for speciat
purposes' or general purposes with unanimous Csuncil declaration of a fiscal emergency, can
be held at any time).

As discussed below, preparation for successful revenue ballot measure typically takes l2 to
l8 months, so November 2018 is not far away.

Combination of Options. Rather than relying on only one option, the City could use a
combination ofthem.

CONCLUSION

Favorable Outlook in Funding Operating Costs. The City is in good fiscal shape in
funding operating costs - which has been the focus of past City budg€ts - with projected
revenues exceeding operating costs by about $643,000 annually. This would provide for
funding Major Maintenance Projects at a similar level ($500,000) as the 2aß-17
Budget. The projected ending fund balance at the end ofthe forecast period (2021-22)
would be about S3.4 million above the policy minimum.

However, given the uncertainties ahead, the City should strongly consider using available
resources in funding CIP/Major Maintenance Projects and/or addressing its unfunded
pension and retiree health liabilities before expanding operating programs.

Challenges Ahead ín F'unding CIP/Major Maintenance Prujects. The forecast shows an
annual average "gap" of about $1.5 million when CIP/Major Maintenance Projects are
included. The resulting ending fund balance would be $7.3 million below the policy
minimum-

The Path Ahead. This report identifÌes three basic options for funding CIP/Major
Maintenance Projects. Two ofthese - using reserves and debt finanoing for the City Hall
Remodeling/Reconfiguration project - can be approved by the Council. However, any new
revenue sources (except potentially an increase in solid waste franchise fees) will require
voter approvnl.

- 14-



KEY ASSUMPTIONS

DEMOGRAPHIC
TRENDS

ECONOMIC
OUTL(X)K

EXPENDITURES

Population. Based on recent trends, no change in population (either up or down) is
projected to materially affect revenues or expenditures over the next five years.

Inflation. Based on long-term trends and projections in recent statewide and regional
forecasts, inflation - as measured by the consumer price index (CPD - growsby 2o/o

annually throughout the forecast period.

At 92 months, the nation is now ¡n its third longest period of economic expansion in

over 80 years. And it is quickly olosing in on the other two: 106 months of sustained

economic growth (almost nine years) from 1961 to 1969; and 120 months (ten years)

from 1 99 I to 2001 . In short, avoiding a downturn over the next five years would mean

setting new post-Great Depressìon reõord for economic expansion. Nonetheless, many

economists do not see signitìcant economic storm clouds on horizon for the nation or

the State. Accordingly, no significant economic downturns that will impact key

General Fund revenues are projected in the forecast. However, this is far from a sure

thing.

Operating Costs. The adopted 2A16-17 Budget is the "baseline" for the forecast

operating expenditures. From this, operating costs are projected to increase by inflation
(projected at2o/o annually), with the notable exception of retirement, SherifTcontract
and retiree health care costs.

CaIPERS. Based on projections provided by the California Public Employees

Retirement System (CaIPERS), these costs are projected to rise significantly.
Accordingly, detailed cost projections based on factors provided by CaIPERS have been

separately calculated.

The underlying factors driving the increases are described inthe Trends section of this
report beginning on page 30. Based on these factors, the detail calculations for
projecting retirement costs are provided on page 20.

Sheriff Contrøct Costs. As discussed ín the Trends section of this report beginning on

page29, increases in Sheriffcontract costs have been modest over the past eight years.

However, there are two factors that are likely to have an adverse impact on this key cost

area: the current five-year contract with the County is coming to an end and is subject to

renegotiation; and the County's Retirement System Board recently approved a reduction
in the discount rate (investment yield) from7.5%o to 7.0o/0. While this change may

appear modest, it will have a signihcant impact on annual pension costs.

Based on this, the forecast assumes a3.5o/o annual increase in Sheriff contract costs.

Relìree Health Care. lJnder the City's "pay-as-you-go cost" approach to funding this

obligation (versus funding on actuarial basis), this cost is modest at this time. F[owever,

it is projected to increase by l0% annually over the next five years.

Olher Operating Costs. The forecast assumption af ZYo for operating cost increases

(aside from retirement costs) based on CPI is lower than past trends. This is based on

the following factors:

- 15 -



KEY ASSUMPTIONS

In preparing and reviewing expenditure trends, special attention was focused
separately on key "external" drivers like insurance, calPERS retirement, retiree
health care and Sheriffcontract costs. Based on past trends for general tiability and
workers' compensation insurance costs (pages 29 and,30), these expenditures
appeared to have stabilized and are not expected to exceed the cpl assumption.

In the case ofretirement costs, as noted above, these were prepared separately based
on rate and cost information provided by CalpERS.

And separate assumptions have been made for Sheriffcontract and retiree health
care,

After accounting for these four external drivers, the remaining costs are largely
within the control of the City. Staffing costs account for about one-third of
operating expenditures. Setting aside the four costs that are accounted for
separately, staffing costs rise (or fall) based on one oftwo factors: authorized
staffing levels and compensation. Both are within the control of the city. since
this report is a forecast and not the Budget, cpl ís a reasonable basis for projecting
these other costs.

Accordingly, given the underlying assumptions ofcurrent service levels (and thus
staffing), the forecast projects that core operating costs will increase from the 2016-17
baseline by projected increases in the CPI.

capital Improvement Plan (clPlMajor Maintenance projects. Expenditures are
based on funding and phasíng assessments prepared by city staff. These are presented
on pages 8 to 10, summarized as follows for the General Fund for the next five years:

Transfers in and out, including fund subsidies, are based on the 2016-17 Budget
(excluding transfers to the Measure A Fund) and increase annually based on changes in
the CPI (2Yo per year).

'i'he t'orecast assumes no added cuts nor restoration of past cuts to cities.

Sources used in developing revenue projections for the forecast include:

. Long and short{erm trends in key City revenues and expenditures.

. Economic trends as reported in the national media.

State and regional economic forecasts prepared by the university of california, Los
Angeles; university of california, santa Barbara; california Economic Forecast; and
Beacon Economics-

Economic and fiscal information developed by the State Legislative Analyst (LAo),
State Department of Finance and State Controller.

TNTERFUND
TRANSFERS

STATE BUDGET
ACTIONS

REVBNUES
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KEY ASSUMPTIONS

Fiscal and legislative analysis by the League of California Cities.

Analysis by the City's sales tax advisor (HdL Companies).

Ultimately, however, in close consultation with City staft the forecast projections
reflect our bestjudgment about the State budget process and the performance ofthe
local economy during the next five years and how these will affect General Fund
revenues.

Top Three Revenues

The following describes the assumptions for the "Top Three" revenues in the forecast,

which account for 85% oftotal projected General Fund revenues (excluding transfers)

Property Tax. This revenue source is driven by changes in assessed value. Following
strong growth for the last two years, the forecast assumes modest "baseline" growth

throughout the forecast period as follows:

2A17-18 5.0o/o

2018-19 5.Oo/o

20ß-2A 4.0o/o

2020-2t 4.0%
2021-22 4.0%

Transient Occupancy Tax. Transient occupancy taxes (TOT), which are based on

hotels and short-term vacation rentals, increased signifrcantly from 2013-14 to 2014-15
(by 23o/o),leveling off in 2015-16. This flattening is likely due to the current
moratorium on new short-term vacation rental permits. New short-term vacation
rental regulations go into effect July l, 2017, and will allow for a small amount of
growth in the number of vacation rental units in the designated district. For this
reason, growth ofZVo based on inflation is projected in the first year ofthe forecast,
increasing thereafter to 4% with a modest increase in short-term vacation rentals:

2017-18
2018-19
2019-20
2020-21
2021-22

2.0o/o

4.OYo

4.0%
4.ÙVo

4.0%

Sales Tar The forecast assumes modest growth in sales tax revenues base on inflation
of 2.0o/o annually.

Olher Revenues

These are projected to remain flat or grow modestly by inflation (2%) during the

forecast period, with one exception: based on Council adoption ofa comprehensive

Cost ofservices Study in February 2017,the lorecast projects added revenues of
$156,000 (based on estimates in the Study) for Service Charges beginning in 2017-18.

-17-
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9.tt7,500 g.t5t700 105¡tt.400 11.177.500 tt.7941300

1.474,t00 2,14E.300 2.617,700 3.015,000 3,4201000

5{ttt00 7{'.2n 68!r,7txl 629,t00 6ró.gxt

NONEÆ¡T
20t7-tt 20tt-r9 2019-20 2020-2t 2021-22
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2,174,4A0

6t6,900
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27,300

709,700
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2.525,400
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r70,400

27,300

723,900

s3.783,400

2,626,400

2,262,300

714,600
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27,300

73t,400
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2,307,500

72t,900
177,300

27,300
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$4.092, I 00

2,840,800

2,353,700

743,500

r E0,E00

27.300

76E"300

105,600

102.700

105,600

t02.700

t05,ó00

102.700

r05,600

to2,700
I 05,600

I 02,700

9.91dJ00 10.211.700 10534.500 10.E6t.700 I t.2l4r8{Xl

r0,3ó0,300

50.000

9,038,700

r I 1,400

50,000

9,243,ó00

50,000

9,ó r4,400

50.000

r 0,005,600

50.000

9¿00,100 9,293,ó00 9,664,400 10,055,6ü) t0'4l0J00

672.t00

(5s0,800)

1309.0001

620,900

(50E,E00)

(2E5.500)

ó33.300

(s r9,000)

(29t.200)

ó4ó,000

(52e,400)

(297.000)

658,900

(540,000)

(302.900)

(t73.400) û76.900) (180,400) (tE4.000) (187.700ì

E,576,700 9,r 17,500 9,8sr,700 10.548,400 I t.177.500

Unspendable/Rest ricted

Committed
F ina¡rcial and Economic Uncertainty Rescrvc:

55% ofÀnnual General Fund
Gcncral Reserve Fund: $1,000,000 Minrmum
Mqior Asset Replacement and Repair Reserve:

$408,t00

5, I r 1,500

r, r 1 9,300

$408,500

5,3 t 5,400

I,t27,700

$408,500

5,530,ó00

l, I 3ó,200

$22 I,300

4, I 2ó,300

r,076,700

$408,500

4,402,300

t,0tó,400

s408,500

4,E94,ó00

t,094,500

$408,s00

4,E94,600

I, r02,700

$408,500

5,0ó0, I 00

I,l I 1,000

$408,500

5,725,700

t,t44.700

r.095.400I

OF'

100It00t00I7100I

GEr{BALFIINI)

,200Whenever Possible$r

9.1t7.500 9.t5E.700 t0.54t.400 n.t77.500 I t.794300

ß18¡00t (x.70tl)

6ó5.000 r.r r5,700

8.428.500 8.ó71.400

t.t09.900 t.576.7m

2tt6-t7
Budcet Revired

$3.2 r 8,500

2.449,900

2,104,000

6 I 4,t00
I 32,900

27,300
494,900

$3.299,700

2.427,400

2, t3 t,800

673,400

I 63,E00

27300
542,800

I 05,ó00

102.700

105,600

102.700

9.250.600 9.474.fxt
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I I 1,400

44.000

8,743,800

I I t,400

44.000
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(J00,000)
(279.900\
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(279-900\

60E,700 60t,700
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8.426.t00 t.671.400
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235,000
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2.379,800

2,090,000
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160,ó00

33,300

567,600

I 72,500

95.500

(E6,300)

88.700

8.9t 7.600 9302.t00

I, r06,300

109,000

s9.800

7,85 I,900

l7ó,100

r 1.700

t,039,700 8,275,100

5óE,600

(44E,r00)

(304.500)

(55 r ,400)
(s00,000)
(37E.900)

641,900

69t¿C0 2l4'.ffi
fl84.700) (782.4W1

7.733.ó00 8.426.80C

1.972.400 r.734.700

FT]ND 8AÍ.{NCE BECINN¡NG OF YEAR

Unæsigred

REVmftms
Ta<es and Franchise Fees

Property lax
Transient Occupancy Tax

Sales Tar
Franchise Fees

Other Ta¡as

F'rom Ot her Governments

Service Charçs
Other Revenues

lnterest Earnings and Rents

Other Revenues

Total Rerænues

E)(PENDITt)NES
Opcrating Programs

Debt Service

Capital Outlay

Total Expcnditurcs
CIP/lr,l aior M aintenance Pro¡ects

oTHm.souRcEs (usEs)
T¡ansfers In

Transfers Out
Fund Subsidies

Measu¡e A Fund: Paving

Other Funds

Total Other Sou¡tes (Use s)

Sourrc¡ OwrlUndcd LLc¡

FLIND BAIANCE, B{D OF YEAR

Totel

GENERAL FTJND FIVE YEAR FISCAL FORECAST: 2017-2022
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o tin Costs and CIP/M r Maintenance P cts

l¡[OC200l Gl3|3m) (¡ltlü)0) (ríndaml 1698¿m)

K)NEASIT
2017-lt 20lt-t9 2019-20 2020-2t 202t-22
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2,475,900

2,t74,400
68ó,900
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27,300
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$3,934,700
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2,307,500
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$3,637,900
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RtrVENUES

Tares and Franchise Fees

Property Tax

Transient Occupancy Tax

Sales Tax

Franchise Fees

Other Taxes

From Other Governments

Service Charges

Other Revenues

lnrerest Earnings and Rents

Other Revenues

Total Revenues

EXPENDITIJRES

Opcrating Progams

Debt Service

CaD¡tal Outlav

Total Expenditures
Cl Piùl aior M aintcnance Pro iccts

OTHERSOURCES (USRS)

Transfèrs In
'f ransfers Out

Fund Subsidies

Meæure A F'und: Paving

Other Funds

Total Other Sourccs (Use s)

FT]ND ßALANCE. BEGINNING OFYEAR
FTJND BAI-Ah¡Cq Th{D OF'YEAR

lJ n s p endable/Restricted

Committed

Fina¡rcial and Economic Uncertainty Reserve:

55%o olAnnual Ceneral Fund

Gencral Reserve Fund: $1,000.000 Minimum
Major Asset Replacement and Repair Reservc:

$ I "000.000 Whenever Possible

U nass ipned

Total

GENERAL FUND FIVE YEAR FISCAL FORECAST: 2017-2022
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CdPERS
Payroll Base: Grorvs by Intìation

General Fund accaunîs far
about 85oÁ ol toØl srafrng clsts
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Total Payroll Base

Classic Ëmployees
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l-otal Adjusted UAL Côsts

Tolal CaIPERS Costs
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Normal Crintribution Rate

Adjusted for Assumption Chançs

Normal Conlribution Costs
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to the General Fund; all Legacy L'.AL

cosß allocated to the General Fur¡!
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I
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1,000
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309,700
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I
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I

900

700900 800 700
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65 I

ASSUMPTION$ SUMMARY
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r 0.005.600

50,000
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4-8'17.500
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3,855,300
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t,075,500

2.0%

2.0o/o

20tt-l 9

4-688- r 00

r 79,500

3,724,900

9.243.600

50,000

138,000

937.500

2017-18

r63,200

3,598,900

I I1,400

4.s96.200

9.038"700

50,000

4,029.500

937.500

4,967,000

2.4%
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8.743.800

44,000

Budçt
Budget

Budget

2At6-17

r48,400

3,477,200

I I1,400

4.506. I00

Transfers Out

Fund Subsidies: Grow by Inflalion

Measure A Fund Paving: No Funding in Forecæt Period

Other Funds: Grow by Inflation

GENIIRAL FIJND BAI,4'NC E

U nsp endable/restricted balance remain at 2 0 I 5- I 6 levels -

Financial and economic uncertainty resel'Ye: 55% ofexpenditures.

General Reserve Fund and Major Asset Replacement and Repair Reserve: Grow by

estimated investment earnings (0.75% annually based on current LAIF yield).

Total (CIP)M ajor M aintenance Projects

EXPENDITTJRES & OTHER USES

Rctiree Health Care Costs: Increase Annually By

Sheriff Contract Costs: lncrease Annualþ By

Debt Service: Last Payment in 2017-18

All Other Costs: Increase by Inflation

to.0%

35%

Total Operating E¡p enditures

C'apital Outlay: $50,000 Annually in Forecast Period

Cap iÎ al Imp rovement P lan (CIP/VI aþr M aintenanc€ Project s

CIP Projects

M aior M aintenance Proiects

ASSUMPTIONS SUMMARY
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HISTORICAL TRENDS

DEMOGRAPHIC AND ECONOMIC TRENDS

General Economic Outlook

Where lVe've Been. The worst recession since the Great Depression officially began in December 2007 utd ended in Junc
2009, which makes it the longest rccession since World War II. Beyond its duration, the Great Recession was notably severe in
several respects. Real gross domestic product (CDP) fell 4,3% Íiom its peak in in the fourth quarter of 2Oe7 to its h;ugh in the
second quarter of2009, the largest decline in the postwar era.

The following highlights the key impacts of Clvll¡an Employment
the "Great Recession" in the United States and
California:

Employment

'I'he national civilian labor force
plummeted: civilian employment dropped
by 8.5 million jobs.

The national unemployment rate doubled
from 5.0%, where it was at or below this
rate for 30 months befbre the start of the
Creat Recession, to 9.57o at íts end (and
peaking at 10.0o/o in Octobcr 2009).

ln California, the impact on
unemployment was even worse. The
unemployment rate increased Íïom 5.0olo

at the start ofthe Great Recession and
peaked at 12.20/"in October 2010.

Stock Market

The Dow Jones Industrial Average
(DJIA) Iost 467o of its value, falling from
14,100 in October 2007 to 6,500 in March
2449.

'[he nation experienced its largest bank
failure ever when Washington Mutual
collapsed in September 2008.
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HISTORICAL TRENDS

The failure of Lehman Brothers in
Octob€r 2008 was a major precursor to
the subsequent meltdown in the nation's
fina¡rcial markets.

The bankuptcy of AIG, the largest
inswance company in the rrcrld, reflects
financial markets spinning out of conüol
as collateralized default swaps and their
other insured financial obligations f¿ilcd.

Nationall¡ the unemploym€nt rate is 4.5o/o

compared with its peak of 10.0%o.

In Californi4 the unemployment rate is
5.0olo, down from its peakof 12.2"/o.

The stock market has rebounded strongly,
with the Dow Jones lndustrial Average
increasing üom its low of ó,500 in March
2009 to historic highs of more than 20,700.
And at over 2,300, the S&P 500 index is

also at historically high levels.

The banking system is healthier.

VYhcre TYc Are Todry. While the recovery has been tepid, the reality is that the ndional and sate economies have bee¡t

consistently growing for over six years.
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Interest rates continue to be low by historic standards (although access to credit is tougher)

And housing prices have recovered (although this has resulted in affordability challenges).

70

65

60

53

50

45

40

35

30

2S

æ
l3
l0
5

0

tt/t8/2008LEH Del ly r

t

-j

ôo

50

ao

JO

¡o

ro

-23 -



HISTORICAL TRENDS

A good'3nap shot" showing where we've been
compared with where we are today is the DJIA
over the last ten years: from deep declines to
steady recovery.

Population and lnflation

Janudry 1 otEach Year

The Cify's population has remained virtually
unchanged for the past ten years.

Source: State of Calþmia, Demographic Research IJnit
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HISTORICAL TRENDS

F¡scãl Ysãr Ehdim Amurl 96 ûrånæ
2006
?o07
2008
2009
2010
2011
2012
2013
2014
2015
2016

2Q.1
215.3

203.9
210.6
2'.t9.4
219.â
223.6

226.6
231.4
236.0
234.7

3.3%
4.2%
0,1%

1.8%
1 3o/o

2.2%
19øÂ
1.1%
0.7%

'2.O%

Los Argol€s-Rivarsrde -OÊ ng e
Alt lJrban Consumers, January 1 ofEadt Vear

% Change ln Southern Galifornia CPI-U
Last Ten Years

4.5o/o

4.00/o

3.5o/o

?.00/o

2.5o/o

2.OVo

1.501o

1.ÙVo

0.1vo

0.AVo

2fJ07 zooa 2009 2010 2011 20"t2 ß13 2014 2015 2416

Last 10 Years

Consumer Price Indcx. Changes in the
Consumer hice Index for All Urban
Consumers (CPI-Q for the Southem California
area increased by 2.0o/o in 2016; utd by a
similar amount over the past l0 )€ars (1.9%).

Source : U.S. Bureau of Labor Søtistics

EXPENDITURE AND REVENUE SUIVIMARIES: 201617 BUDGET

of Dollars

The General Fund - which is the focus of this
forecast - accounts for over 50% oftotal City
expenditures,

ÍfùtSdrræ AnDÚI
8,899
2,O17
1,917

98:l
575
557
179

1 fts¿

g%
12%
12%

096

3%
3%
3%
6X

Generd Furìd
Mea3urr A
Rèdúrlg Fund (GrartE)
Rocßation Servard Pflk t¡leht
lreagurB D
Gæ Tax

strðd ughl¡ng
Olher Funds

tlA./aA't lm*Tot l

Furìdrì(l Sorrccs 20r6 1: ãú{Jrtot

2016-17 Funding Sourceg: 316.5 Million

E srreetLishrino 
o *I;u*'

o Gas Tax
sEo

tr Measure D
4Vo

a Recreation
Serv and Park

Maint
60/o

I General Fund
54Yo

o Revolving
Fund

1

(Grants)
2%

tr Measure A
12o/o
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Fwllon Amunl rt6 Tole

Shenifi Contract
Other Contfacts
Stafing
Oth€r Costs
Debt S€rvice
TransËrs OutlFund Subsidies

3,537
1,143
s,43'l

877

111

1.279

35Yo

1 1Yo

u%
7Vo

't%
138"

Totil ¡10.t78 1W/,

General Fund Ex en(Jiturss & Uss 2O16 17

2016-17 General Fund Expenditures t Uses:
$10.2 Million

tr Trânsfers
OuUFund
Subsidiêg

13o/o

ln ThousândsofDollâ,s

Contracts for Sheriff(35o/o\ ud other services
(l l7o) account for almost 50olo ofGeneral Fund
uses (including fansfers to other funds).
Stafüng costs are the next highest cost,
accounting for about one-third ofGeneral Fund
gxpenditures and uses.

ln ThougndsolOdtars

At 36o/o, law enforcement costs are the largest
use ofGeneral Fund resources.

a Debt service
1o/o

tr Othér Costs
7o/o

El Staffing
349o

I Sh€rriff
Contract

35Yo

I Othcr
Contracts

1 1o/o

Fumlim Â|ññ1 Toiã¡

Lâfl Enblcernent
Other Publb Safrty Se¡rices
Community D€rßlopment
Public Works
Leisuc, Cult & Social Se ¡ces
Comm Prorn, Econ Vttal¡ty. Cqn
Gðeral Ciûþffment
TransÊs Or¡t/Fund Slöcideß

3,686
183

1,O72

7U
372
40'l

2,391
1.n9

369o

8o
11Yo

û%
4Yo

4a/ô

23Vo

1S%
Tot¡l 310.178 100.1

Gcncrai ;und Expcn(Jtturcs & Us,. 2016-,17
2016-17 General Fund Expsnditurec & Uses:

S10.2 Million'

o fransfers
OuUFund
Subsidies

130h

@ Gcncral
Government

23%

I Law
EnfÞrcemant

3A%

Leisure, Cult &
Social Services

4% I Other Public
Safety

Serv¡ces
2%

o Conun Prom,
Econ V¡tality,

Comm Service
Support

4%

El Public Works
8%

o Community
Dêvêbpment

10o/o
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Amunl % TotãSouce
3,219
2,4û
2,104

615
495
368
609

3T/o

25o/o

21Vo

6Vo

5%

4olo

60h

Prop€rty Tax
Transient Occupancy Tax

Sales fax
Franchise Fe€s

Service Charçs
Other Re\€nues
Translbrs In
Totâ t9.860 1æ%

General Fr¡rrti Rcve r¡ues & Sourccs: 2016--17

ln Thousands olDollats

Three revenue sources account for 8070 oftotal
General Fund sources (85%o ofrevenues
oxcluding fansfers in from other funds).
Property tax is the top revenue (33%) followed
by transient occupancy tax (25o/o) and sales þx
(2lo/o).

2016-17 General Fund Revenues & Source6:
S9.9 Million

o Other
Rcvcnues

o Transfers ln
60/0

4o/"
o Service

Charges
to/o ¡ PropertyTax

33o/o

tr Franchise
Fees
60/o

Gt Sales Tax
21Vo

@ Transient
Occupancy

Tax
25%

GENERAL FUND REVENUE TRENDS

The following tables and charts show long and short term trsnds in General Fund for the "Top Three" revenue sources, which

account for 85%o oftotal Gen€ral Fund revenues (excludingtransfers in).

Property tax revenu€s, which are the top
General Fund revenue source (riccounting for
over 33yooftotal General Fund sources,

including transfers in), are driven by changes in
assessed value as determined by the Santa

Barbara County Assessor's office. (The
apportíonm€nt of property t¿xes is detelmíned
by the State and subject to change; as such,

assessed value is the underlying economic
driver for properiy taxes,)

Assessed Valuaüon: Last Ton Yeare

s2,000,000

$1,750,000
o9
h
9
I
F
c

$1,500,000

$1,250,000

$1,000,000
2007 20a8 2009 ?Ð10 æ11 2012 nß 2014 2015 2016

Ficcal Year Ending

Unlike many other cíties in California, which
saw deep declines in assessed value during the
Great Recession, this wasn't the case for
Carpinteria: assessed value stayed relatively
flat during this period, with strong growth since
2012-13.

^runt
96 CtìmêFbcd Y€ar Endno

s,I,425,e2
f,533,6 t7
1,609,531
1,6A7,791
1.720,995
1,709,70{t
1,750,305
1,755,V2.
1.838,838

iíg¿C79,

7.6%
4glo
4,9%
2.Wo

47%
2.48a
03%
47%
6.Zola

4 TYo

2006
2AA7

200E
2009
2010
2011
m12
2013
2014
2015
2016
Al€raoeAnnual% Chan6
LäSti2ygdiriwo:iii¡*rt,,':;ì,'; :ìi,;,itü *--'1ù:ì."7

Last 5 Yeafs
Lest 10 Yeârs

3.7%
3.7Vo
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Fscsl Yeår Endino Amunt 96 ôhfldâ
2006
2007

2008

2009
20'10

2011
2012
2013
zo14
2015
2016

$12,438
14,527
14,1 50

13,269
'12,824

1 3,060
15,552
13,595
16,029
15,718
r9.s33

16.|Yo

-2.6o/"

I2o/o
4 9o/o

35%
19 'lo/o

-12 6o/0

17 90/o

23.2o/o

O.4Vo

A\er4c Annud % CharÌoe
Last 2 Yeaß
Lasl 5 Yearg
Læt 10 Yeerg

20.6o/o

10 zo/n

6.0%

Hotel Roont Sales

Transíent Occupancy Room Sales: Last Ten Years

o
!
L
ß
o
5
9
t-

$20,000

$18,000

$16.000

$14,000

$12.000

s10,000

$8,000
2007 2048 æ09 2010 2011 20't2 nß 2A14 2015 2016

Fi.cal Yoar Endang

ln
TOT tate increased fþm 1cX to 1X in ZO|Z-13

Unlike assessed value (and related property tax
revenues), tansient occupancy taxes (TOT),
which a¡e based on hotels and short-lerm
vacat¡on r€ntals, were aftcted by the Great
Recession.

However, they increased significantly from
2013-14 to 2014-15 (by 23y"),leveling offin
2015-t6. This flattening is likely due to the
current moratorium on new short-term vacation
rental permits. New short-term vacat¡on r€nta¡
regulations go into effect J uTy I,2Ol7 .

Sales tax revenues were also affected by the
Great Recession. How€ver, they recovered
with strong growth in 2013-14 (9.8%) and
2014-15 (7.5Yo),leveling offin 2015-16 at
t.8%.

Facd Yer Ëhd¡E
^tunt

% Cûam€
2006
2007

200E
2009

2010
2011

2012
2013
2014
2015
?0 l6

s1,310,000
I,492,900
1,700,500
1,951,200
1,886,3{t0
1,610,900
1,8ô0,700
1,739,¡100

1,910,000
2,0õ.3,000

2.090.019

14_O%

13 9%
14 7%
-3yh

-14.6%
15.50Á

€5%
9.8%
7.5%
1d%

LaBt 5 Y€ars
10 Years

2 3o/"

57%

Sales Iax Ircnds

$2,200,000

$2,000,000

$1,8(X),000

$1,600,000

$1,400,000

$1,200,000

$1,000,000

Sales Tax Rsvenues: Læt Ten Years

æ07 20Q8 2009 2010 2ü1 m12 2013 æ14 2A15 2016

Fiscal Year Ending
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GENERAL FUND EXPENDITURE TRENDS

The following tables and charts show long term trends in five key General Fund expenditurelñrnd subsidies

. Sheriffcontractcosts.

. Insurance: general liability and workers' compensation.

. General Fund subsidies.

. Employer retirement contribution rates to the California Public Employees Retirement System (CaIPERS) as well as

projected rates for the next five years.

. Retiree heatth care.

lVhile cost increases have remained relaively
modest, it should be notcd that there w¿s a

downward revision in service levels (reduction
of 1.0 Deputy Sheníffposition) in 201l-12 in
mitigating cost incteases.

Sherfff Contract Costs: Last Elght Yoars

$3,500,000

$3,000,000

$2,5æ,000

$2,000.000

$1,500,000

$1,000,000

$500,000

$0
2009 2010 ã]11 ãJ12 ?013 m14 m15 ?016

Ficcrl Ycs Ending

Based on past trends, Sheriffcost increases
over the next five years for current service
levels might appear to be modest. However,
there are two factors drat may have an adverse

impact on this key cost area:

The cr¡rrent five-year contract with the
County is coming to an end and is subject
to negotiatiur.

The County's Retirement System Board
recently approved a reduction in the
discount rate (investment yíeld) from 7 .5o/o

to 7.0o/o. As discussed below under
CaIPERS retirement costs, while this
change may appear modest, ít will have a

significant impact on annual pension costs.

Insurance Costs. Insurance costs have been a major concern for many agencies throughout the State. As reflected in the

following chart for workers' compensation and general liability costs, the City has been on a roller coaste¡ ride over the last

ten years. However, insurance costs appear to have stabilized and are not projected to be a significânt factor in the forecast.

(Insurance costs are city-wide for all funds).

^lmñl
ol' ChtmFiscâl Yår Bldim

O,7Vo

2.1%

8.3%
2.t%

-1 5o/.

5. flo/6

1.ïYc

2009
2010
2011
20't2
2013
2014
2015
2016

3'q;!4,S3
'3:383.976,

2,820,053
3,053,731
3,114,*2
3,068,664
3,249,893
3,251,612

t¡st 2 YearE
Last 5 Years
Lâst 7 Yeers

1.4%
'l TYo

2.71o

Slre rrff Corìtra.rt Costs
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FÈcal Year Endinq

Gon6rd

Liabil'lv

\rrÞrl€rg

Com
2008
2009
2010
2011

2012
2013
2014
2015
2018
2017 (Br¡ds8t)

71,657
æ,492
86,824
57,770
59,',t27

80,523
'104,989

128,485
176,189
1 10.823

86,555
59,899
80,u2
53,656
54,916
74,789
97,51 3

1 19,336
163,64
102.931

lilsura ncÉr Cosls

s40o,æo

s3s0,m0

9300,æ0

s2s0,æ0

s200,000

51s0,æ0

s100,m0

Sso,om

9o

lnsurance Costs: LastTen tiscal Years

rrlnllll
2m8 2m9 2010 2mt 2012 2013 2od4 2015 2t16 2017

Fiscal Yoar EndinS

I General Uability t Workers Comp

Park Ðewloprnent

Park Ma¡ntenance

ROlÂ/ Assessment

Rocreation Senices

3,1,149

'tg,æ
s7,597

212,n6
Total $,+98.821

201 6-1 i Br¡ t. Gerlerai Funrl Sirbslrires

As reflected above th€ 201ó-17 Ceneral Fund
budget for subsidies ro dæ Pæt Developmcnt,
Parft Maintenance, Rightof-Way (ROW)
Assessment and Recrealion Serviccs Funds is
about $500,0@. Subsidies to these five funds
have remained relatively stable over the past five
yeafs,

Gcneral Fund Subsidic¡:l¡st 5 Veers

s600,0@

ssoo,0@

s40o,00o

$30o,0o0

9200,000

sl0o,ooo

So

20L2-t3 20t3-t4 20u-t5
Fbc¡l Ycar

2015-16 207çt7

ealPERS Pension Coets

The City cunently provides defined pension bencfits to its regular employees through its contract with the California Public
Employees Retirement System (CaIPERS).

About CaIPERS. While cities, counties, and special districts are free to cr€ate their owr retirement systems, 460 of
Califo¡nia's 482 cities are members of CaIPERS. Dating back eighty years, CdPERS is now the largest pension fund in the
United States, serving over L8 million members and managing $300 billion in assets. Membcrs include state, city, county
and special district employees.

Fundlng Pensíon Benetils. There are many actuarial factors that determine contribution rates, including inflation, employee
earnings and life expectancy assumptions. However, the assumption for the "discount rate" - the projected long-term yield
on investments - is one of the most important. For example, only about one-third of CaIPERS retirement benefits are fi.¡nded
by employee and employer contributions; the other two-thirds are funded from investment yields.
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CaIPERS current discount rate is 7.57o. Even
small changes in this rate - up or down - can

significantly affect funding. By comparison,
over the past 20 years (through June 30, 20 I 5),

CaIPERS net yield on returns has averaged
7.8%o. However, there have been significant
swings tom year-to-year, with net r€turns
averaging 6.20/ofor the ten years ending June
30,2015.

In December 2016, the CaIPERS Board
approved reducing the discount ratetoT.ÙVoby
2020-21, phased as follows by fiscal year:

. 2018-19:

. 2019-20:'

. 2020-21:,

7.375D/o

7.250o/o

7.ûQOVI

The impact ofthe reduced discount rates will
be phased-in over five years.

Cþ Pension Plans

The Cify cunently has three separate retirement plans with CaIPERS:

Non-Sworn (*Miscelleneous') Employecs

Clossíc Miyelløneous Etttployeæ. For Classic employees, the
City has a'2o/oú 55" plan for its non-sworn employees: under
this plan, non-sworn employees retiring at age 55 will receive
2o/o oftheh single highest year of'?egular" pay for eadt year of
service. (Like sworn employees, regular pay does not include
earnings like overtime.) For example, a Maintenance
Technician with 25 years and'base" eamings of$54,900 (top
ofthe salary range) retiring at age 55 r¡ould rec€ive a pension
of$24,450 annually.

PEPßA Míscellaneous Enf,oyees For PEPRA non-sworn
employees, the City has a'2Yo at 62" plwr. under this plan,
miscellaneous employees retiring at age 62 will receive 2.0Yo of
the average oftheir three highest years ofregular pay for each
year ofservice,

Legecy "Sworn" (Police) Plan

While there are no active employees, the City has pension
obligations for former sworn police members *,hen the City
disbanded its Police Department and contracted for police services
with the Santa Barbara County Sheriffin 1992.

Funding CaIPERS Benefits

Along with investment earnings, CaIPERS pension benefits are

funded by contributions from both employees and employers. The
most significant of these is the employer share, wltich is dctermined
actuarially and can vary significantly - both up and down - based

on changes in actuarial assets and liabilities.

CâIPERS lnvestmentYields: Last 12 Fiscal Years

j:r ,

lll tl t
200s 2006 20ü/ ,f 20Lo 2011 20t2 2AL3 2014 20LS

Public Enrployees Perrsror'¡ Reforrn Act

Effective January 1,2013, the Public
Employees' Pension Reform Act (PEPRA)

created a'two-lie/ retirement system under
which benefits br "nevy'" employees hired on or
afrer January I ,2013 ere lou¡er than those
employees who were in the system before then.

*PEPRA" Employees. With the goal of
reducing costs and future líabilities for state and

local agency sygtem memþers, major changeg
for'nevV' systern (PEPRA) membeæ include
lower-cost pension fonnulas, increased
retirement age requirements, use of 'three
years of highest average compensation' (rather

than single highest year) in calculating
pensionable pay and caps on maximum annual
benefits.

"ClaBEic" Employees. Retirement benefiF for
local agency employees hired before January I
2013 (Classic employees) are not affected by

these "rollbacks:" they only affect PEPRA

employees hired after this date. "Classic
employees" also include those who established
CaIPERS membersh¡p before January 1,2013
and were hired by a difbrent CaIPERS agency
with a break in gervice of six months or less.
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The employer share has two components:

Notmal costz The rate needed 1o meet current actuarial obligations.

Unfanded liability; Funding needed to amortize any outstanding unfunded accrued liabilities (UAL), typically over 30
years,

Because it is the employer contribution that is subject to variation, it is the best indicato¡ ofretirement cost drivers. The
following charts show past employer rates for "classic employees" and police legacy plan costs as well as projected rates for
fhe next five years.

Projected R¡tes. The projected rates below are based on two factors:

Projections provided by CaIPERS in their most recent actuarial report (August2016), which were developed before the
discount rate reduct¡on.

Adjustment factors provided by CaIPERS to account for the discount rate decreases. Stated simply, these adjustments for
lower investmsr¡t lelds increase projected pension costs beyond the estimates provided in the August 2016 actuarial
report.

August 2016 Rale ønd UAL Projections

Normal
Rate

UAL
Cost*

Class ic M iscellaneous E¡nD loyees

20t7-r8
20tvtg
2019-20

2V2G2l
2V -n

9.887û/o

9.W/o
9.90û/o

9.W/"
9.lWo

$185,¿m0

191,7{n

240200

2ó&900

30r.&n
PEPRA Enployees

2AV-ß
20t&t9
20ly2a
2mù21
2U2t-22

7.6ffi/o
7.ù0fzo
7.W/o
7.W/o
7.(f'XP/o

$800

1,000

900

900

2fn
tegacy Police

2017-18

20t&19
201ç2a

2MÙ21
zv¿t-n

0.V/o

0.v/s
A,0o/o

O.0o/o

O.U/o

$ r63,800

20ó,300

246,700

266,700

28ó.800

* Genoral Flan/ ch4r4 at n.5!4 of tonl sf",jfi4g rncrc fnr Cl1stlC snd PEPP.A emLtlot,ses

Adjuslmenß lo these Rates and U,4L CoulrÍbutions Due to Discount Rate Reductíon

1

Fiscal Year
Normal Cost UAL Pavm¿nts

Valuation Date

6/30120t6
6/30/2017
6/30/ZOt 8

6l30/20t9
6l30/2020
6/30./202L
5/30./2022

2023-24
2024-25

MÍsc.
Plans

1.09/ô - l.oyo

L.Qlo - 3.O/o

7.O/" - i.OVo

Safety
P lans

O.51'/o . 1.25t'1o

|.Oo/¡ - 2.3ù1,

2 oer - 5,oot,

2,O% - S,Ovo

7.Oo/o - 5,QVu

7.Oyo - s.Oyê

2.OVo - 5.OYo

Misc.
Plans

25Yo - 3OYo

30v" - aw"

S.fety
Plans

23

25Þ6 - 34,16

SOVo - 4OYo

201E-19

20L9-20
2020-2L
zo2r-22

Q.25Yø - Q.75Vo

O.SVo - l,SYo

!.oYo - 3,AVo

I.Oo/o - 3,OYo

2o/o - lYo

4/o - 6Yo

LQ!/o - I5Vø

LSYo - 2OVo

2Yo. lYn

4o/o - 6Vo

!oo/' - L5o1,

L5o/o - ZOYo
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HISTORICAL TRENDS

Classic Miscell¡neous Employecs

There were no required employer
contributions from 1998-99
through 200344. This was due to
sigrificant excess assets at the
time.

Hounver, with the impacts (and
related investment losses) from
9/l l, the dot.com meltdown and
corporate scandals, employer
contribution rat€s rose to about
l2o/o of payroll by 2005-0ó. (Due
to CaIPERS'smoothing
methodology at the time, the
impact of reduced investment
earnings r,rras delayed by several
years.)

Significant increasos again took
place due to the impact ofthe
Great Rccession on investment
yields, rising to abovt lTYoby
2016-17.

Raæs will take another sharp
increase from 2017-18 to202l-222
based on a combination of ñctors,
including the phase-in reduction in
the'Tiscount rde" from 7.So/oto
7.Ao/o.

Legecy Police Pl¡n

The Cþ disbanded its own Police
D€partment and began contacting
for law enforcement services from
the County i¡ lÐ2.

At that tims CaIPERS established
a separate pool to account for the
untunded liabililies remaining for
the previous safety employees.

This cost began to inc¡ease
significantly over the past five
years; and it is projected ûo

increase even more sharply in the
next five years.

CaIPERS Employor Contr¡bution Ratós
"Clas¡ic" Mlscollaneous Employeer

6 O dNóÉ6@FøOOddóçøOFOOOdÀI I 8r8888888Éã88éÉé88ãëSã
;ñññÃñÃÃddddNdñdddddñññd

Fiscd Year End¡ng

Note: Beginning in 2015-16, CaIPERS dÌscontirued including the amortizalion of
unfunded actuarial liabilities (UAL) os part of the employer contribution rale: only lhe
"normal" contríbution rate ís støted this way, wilh the UAL stated separalely as ø

fxed amount. For comparison purposel, the fxed UAL amount is cowerled to a
percent based on projected poyrolls.
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F¡scâl Y€or Fìdinq AûDUnt % Chano6

2011

2012
2013
2014
2015

2016

67,352
67,332
66,942
58,629

120.921
134.879

0 ÙYo

4.6Yo
-'t2.4Yo

106,201o

11.6e/"

Arerage Annual % Chans€
Laet 2 Years
Låst 5 Yeârs

58.91o
2'l Wo

Retrree He¿lth lnsurance Costs

The City's "pay-as-you-go" retirement costs
have increascd signilicantly in the past t*o
yeats. The following provides background
about the City's retiree health care benefit and
the City's funding policy.

Retlree Health Care Costs: Last Slx Yoars

2o11 ?s12 2013 ?s14

Fiscal Year Ending

$150,000

$125,000

$100,0æ

$75,000

950,000

$25,000

$0
:Ð15 zJ16

City Benclits. The City participates in ftis State Health Insurance Pool administered by CaIPERS. Member agenc¡es
participating in the Sate Pool are subject to regulat¡ons of the Public Employees Medical and Hospital Care Aø (PEMHCA),
which requires that member agencies provide a minimum employer contribution for retired employees. The minimum
employcr contribution is cunently $ 128 monthly (scheduled to i¡rrøe ûr $133 ¡n2017-18). Further, the City has extended
additional health insurance benefits to retirees that were employed on Jun€ 30, 1988 and who retired from the C¡ty aft€r at
least 20 years of qualifted service. This benefil provides retirees and their spous€s with life-tírne single-coverage íIMO
insurance through the Cify' insurance program at City expense.

City Funding Policy. Unlike defined pension plans such as CaIPERS, where agencies are required to pay actuarially
dqtermined amounts each year, local government agencies are not required to do so for retiree health care benefig. instead of
paying an actuarially determined amount (known as the Annual Required ConFibutim: *ARC-), they can fi¡nd üris on a
'þay-as-you go basis." Pay-as-you go is the City's current ñrnding policy for retiree health care. The current annual cost on
this basis is about $135,000, compared with the City's ARC (based on amortiz¡ng the unfunded liability over 30 ¡æars) of
about $400,000.

As discussed in the Ceneral Fiscal Outlook, in the early y€ars, pay-as-you-go will typically be less expensive than paying the
ARC (also known as'þre-funding"). However, around Yea¡ 15 for most agencies, the ARC will begin to be lower than pay-
as-you go, since prefunded Írmounts have bcen invested.

The Cþ is currørtly updating its actuarial analysis of its retiree health plan costs. Based on the results of this analysiq a
strategy will be developed to address the city's long-term retiree health obligations.
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NEW REVENUE OPTIONS

OVERVIEW

This section of the report presents new revenue options available to the City in funding

CIP/Major Maintenance Projects.

The Short Story: There is a broad range of reasonable revenue options available to the
City. However, virtually all of them would require either majority or two-thirds voter
approval.

Based on the experience of many cities in California, it is possible to successfi.rlly pass a

revenue measure. However, doing so requires effective preparation by the City before
placing the measure on the ballot; and an effective community-based group that will
campaign for its passage afterwards.

SUCCESSFUL RßVENUE MEASURES

Voter Approval Required for Most New or Increased Revenues

Under Proposition 218, a State constitutional amendment approved by the voters in
November 1996, most new revenue measures will require voter approval at some level

Tøxes. New and increased taxes require voter approval as follows:

General purpose. If the revenues will be used for general purposes, majority voter
approval is required. This must occur at the same time as regular Council elections,
unless the Council declares an emergency by unanimous vote (in that case, the election
may be held at any time).

Special purpose. If the revenues will be "earmarked" for a specific purpose, two{hirds
voter approval is required. This election can be held at any time.

o

Specíal Assessments. Whether for capital improvements or ongoing maintenance services,
special assessments require majority approval by those being assessed (who are property
owners), with each property owner's vote 'Veighted" by the amount of their assessment. For

example, an owner with a property with an assessment of $1,000 would have ten votes for
that parcel compared with one vote for an owner with a parcel assessment of S100.

Additionally, Proposition 218 sets specific rules for how the benefit of special assessments

must be apportioned.

Propetþ-Reløted Fees. For fees that are levied as "an incidence of property ownership"
(ust because you o\ryn property), majority approval by those who will have to pay the fee is

required; or at the agency's option, by a two-thirds vote of the electorate residing in the

aflected area. There are several specific exemptions under Proposition 218, including
development review and impact fees under "AB 1600" (Section 65000 of the Government).
Additionally, there is consensus that many fees charged by cities - such as recreation fees

and police reports - are not subject to Proposition 218, since they are usually based on use,

not property ownership. Lastly, based on the State Supreme Court "Bighorn" ruling in 2006,
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while water, sewer and trash services are not subject to voter or property owner approval,
they are subject to the proceduraland protest provisions of Proposition 2lB.

This means that service charges unrelated to property ownership or enterprise operations
(like water and sewer) are one ofthe few funding sources subject to Council decision-
making: virtually all others require some form of voter or property owner approval.

Preparing for Successful Revenue Measures

One of the major "mega-trends" affecting governance today at all levels is a fundamental
change in the way decisions are made. Over the past forty years, there has been a significant
shift in voter preference from'îepresentatiye democracy''to "dírect democracy," especially
in local government finance.

Proposition l3 did not sta¡t this trend, but it certainly resulted from it. Since its passage
almost forty years ago in 1978, there have been an increasing number of citizen-approved
limits on the ability ofelected officials at the local level to make resource decisions on behalf
ofthe community since then.

While there a number of possible explanations for this change, the fact remains that there is a
decided shift to direct citizen decision-making in a broad range of issues previously thought
to be too "technicaln' for this. While this has occurred in many areas such as insurance and
campaign financing it is especially prevalent in "ballot box budgeting." Citizens are no
longer willing to give their proxy on financial issues to elected officials or to their interest
group representatives on "blue ribbon" committees. City finance is an issue they want to
decide directly for themselves.

How does this shíft affect the City'.s long-termfiscal health2 Cities now need broad-based
community support-in evidence on Election Day-to implement new revenue sources. In
this new model ofdirect democracy, creating support among elected officials and community
leaders--tven if it broadly crosses a number of interest groups-is no longer enough. With
these profound changes in voter approval requirements, cities must communicate a
compelling vision for new revenues at a grass roots level among likely voters.

While this may seem a high-hurdle,
manv lo¡:al asencies thrnr¡ohnnf the"--"'J '- --" "O-"-

State have becn successful in gaining
voter approval for revenue measures,
even at the two-thirds level.

Total

City Majodty Vote 832
County Mojority Vote 94
SpecialDistr Fee MajVote 3
city 2/3 Vote 373
County 2/3 Vote 138

Special District (2Í3) 424
School ParcelTax2/3 351

SchoolBond A3Vole 50
School Bond 557o 1213

Total 3/.78 2385 69Yo

Source: California l.ocal Government Finance Almonac

As shown in the sidebar chart, since
2001 (when school districts wcre first
allowed to pass general obligation
bond issues with 55% voter approval,
versus the prior two-thirds
requirement), almost 2,400 local
revenue measures - about 70Yo of

flass Passme$o
612 74%
53 56%
2 67Vo

1S1 51%
60 43%

196 46%
228 65%
17 U%

1026 859o
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a

those presented to voters - have been passed through November 2016.

For cities, over 600 general-purpose, majority approval measures have passed statewide:
almost 75% ofthose presented to voters for consideration.

And almost 200 two-thirds voter approval measures have passed in cities, although with a

much lower success rate: slightly more than halfof those measures were approved. In

short, while two-thirds measures can be successful, the track record shows that they are

more difficult to pass than general purpose measures.

In summar¡ if the need is compelling-either to maintain current services orto improve
them-and it is effectively communicated, the experience throughout the State shows that
voter-approved revenue measures can be successful.

However, this experience also shows that doing so requires a significant commitment oftime
and resources in preparing for the measure. More importantly, it typically requires a strong
community-based advocacy group that will aggressively raise funds and campaign for the

measure once it is on the ballot.

This last issue cannot be stressed enough. Under State law, cities have broad discretion in
using their funds for staffand professional assistance in analyzing issues, researching public
opinion, conducting public education programs and developing voter support strategies.

However, once an issue becomes a formal ballot measure, cities cannot participate as an

advocate in any way. For this reason, unless there is a strong community-based group that is
willing to aggressively raise funds and campaign for the measure, it is not likely to pass, no

matter how much preparation was undertaken by the City before placing the measure on the
ballot.

The frst pre-condition-effective preparation-is within the control of the City; the second
one-an effective comm un ity-based gro up-is not.

ln summary, new revenues require community supporl-in evidence on Election Day.
Gaining this support requires more than a compelling need: it also requires communicating
this need in a compelling way. And this requires effective preparation by the City before
placing the measure on the ballot; and an effective community-based group that will
campaign for its passage afterwards. For this reason, fbr many cities, effective preparation
was a l2 to l8-month process be fore placing a measure on the ballot.

Elements of a Successful Revenue Measure

There are three major steps that have been used successfully by local agencies throughout the

State'in preparing for a successfut revenue measure:

Feøsihilþ Assessment. Conduct public opinion research and assess the likelihood of a
successfu I revenue measure.
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Educalíon Program. Ifthe public opinion research is favorable, develop and
implement an educationalcampaign on why new revenues are needed.

Ballol Measure. Place the measure on the ballot lflthere is a community-based group
that will aggressively campaign for its passage.

NE\ry REVENUE OPTIONS SUMMARY

The following is a "high level" summary of revenue options (further descriptions of the
revenue source and basis for the estimate follow this chart).

Revenue Source

Annual
Revenues

lncrersc in
Eristing New Council

Voter
Majorig Two-Thirds

lncal Option Sales Tax: %o/o x lf general
purpose

Il'spccial
purpose

$ r ,050,000

Tra¡lsient Occupancy Tax: Each
l')/o increase: $200,000 \l2lYoLo
I3'/o or l4Vo)

X lf general
purpose

Ilspecial
purpose

$200,000 to
$400,000

Property Transièr 'fax x lf general
purpose

if speoial
purpose

Not allowed

Iì¡r Gcnor¿l
Law cities

Business License Tax:
Move fiom largely {lat rate to gross

receipts

X If general
purpose

If special
purpose

$269"000

General Obligation Bond
(For capital improvements only)

X Varies

Pa¡cel 'fax: Typically per "Equivalent
Dwelling Unit" (EDU)

x x Varies
depending
on EDU

Util;ty Users'[ax: Estimate
of$25 pm capita

x lf general
purpose

If special
purpose

$350,000

Admissions Tax x lf general
purpose

If speclal
purpose

Not

Viable

Parking Tax X ff general
nlrrpose

If'speci aI

nllmose
Not

Mainten an <p z\ssessments X X Varies

Mcllo-Roos : Existing Dcvclopmcnt X x Varics

Mello-Roos : New Development Varies

Higher Cost Recovery x X Already

IlTlplemented

Franchise Fees: Sotid Waste

Renegotiate tèe liom 8%otol0o/o

X X $35,000
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As reflected in this summary chart, only three of these revenue options can be implemented
by the Council:

For Mello-Roos special taxes for new development, the revenues would only be available
in new development areas: they could not be used to fund citywide improvements (such

as public safety or storm drainage); and developer concuffence would also be required.

Higher cost recovery has already been implemented with Council approval in February
2017 of z comprehensive cost of services study.

And the revenue potential from the renegotiating the solid waste franchise is relatively
small compared with the other options.

This underscores the findings of this repoft that any new significant revenues will require
voter approval.

NEW REVENUE OPTION DESCRIPTIONS

The following provides brief descriptions of the revenue source and the basis for the

estimate, organized by whether voter or Council approval is required to implement it.

Requires Voter Approval

a

Two-Th irds Yoter Approvøl

Parcel Taxes. With two-thirds voter approval, parceltaxes are allowed in any amount as

long as they are not based on property value. They may set based on either a flat rate per
parcel or a variable rate depending on the size, use or number of units on the parcel. As a
o'special" tax, they must be levied for a specific service-such as police, fire, emergency
medical service, libraries or storm drainage. The amount of revenue generated is solely
determined by the City's revenue goal and the resulting apportionment methodology.
Accordingly, further analysis would be required to provide estimates for this revenue source.

Mello-Roos Special Taxes: Operating or Capital. Mello-Roos "Community Facilities
Districts" (CFD's) are typically formed to provide services or capital improvements to new

developments (when there is usually just 6ns "vsfs¡"-the developer/land owner), but they
can be formed on a citywide basis in already-developed areas as well. Depending how they
are structured when approved, Mello-Roos special taxes can pay for operations and

maintenance as well as capital improvements. Ifthere are twelve or more registered voters in
the district, approval by two-thirds of the registered voters is required. However, if there are

fewer than twelve registered voters, the district vote is by the property owners in the district.
In this case, property owners have one vote for each acre of land they own in the District.
For this reason, Mello-Roos CFD's are typically used in frnancing improvements and

services for new development. It is rarely used for developed areas: given the similar two-
thirds voter approval requirements, most cities use the more straightforward parcel tax
approach instead.

-39-



NEW REVENUE OPTIONS

Property Tax Increase as Part of General Obligation Debt. Adopted almost forty years
ago in 1978, Proposition l3 does not allow an increase in general purpose propertytaxes
above the "l o/o of market value" limit under any circumstances. However, subsequent
amendments to this constitutional limit allow for increases in property taxes for voter-
approved bonded indebtedness. General Law cities may incur general obligation de bt up to
3.75% of assessed value, which for the City would be about $76 million. Under current
market circumstances, this translates into an annual revenue-raising capacity to meet annual
debt service requirements of about $4.5 million. The proceeds are restricted to specified
capital improvements.

Majority (Generøl Purpose) or Two-Thirds (special Purpose) voter Approvøl

The following revenue sources can be adopted by e ither majority or two-thirds voter
approval, depending on their purpose. Revenue measures where the proceeds may be used
for "general purposes" only require majority voter approval. However, revenue measures
where the proceeds are "earmarked" and designated for specific purposes require two-thirds
voter approval. In both cases, depending on how the revenue measure is structured, the
proceeds could be used for operations or capital improvements (including debt service
payments on capital projects financed by bonds).

Local Option Sales Tax. Cities are allowed to set their own "local option" sales taxes, and
176 have done so. The most common city rate is %Yu At this level, a local option sales tax
would raise about $1,050,000 annually.

Transient Occupancy Tax (TOT). The City's TOT rate is lTYo, which is projected to raise
about $2.4 million in2016-17. Each increase of lVo would raise about $200,000 annually.
However, of the 432 cities that have adopted TOT rates, only 20 ofthem have set rates that
are more than 12%o.

Property Transfer Tax. Statewide, there is a properly transfer tax of $ I . l0 per $ I ,000 of
value when property is sold (or S220 on a property worth S200,000). For sales in a city, the
proceeds are evenly divided between the city and the county, lor an effective city rate of
$0.55 per $ 1,000 of value. (For sales in unincorporated areas, the county retains all of the
tax.)

Prior to the adoption of Proposition 62 by State voters in 1986. all cities were allowed to set
their own rate, but they had to give up their share ofthe $1.10 rate to do so. With the passage
of Proposition 62, general law cities lost the ability to do this, since among its many revenue-
raising limitations (many of which were subsequently superseded by Proposition 218), is a
prohibition on real estate transfer taxes.

However, because Proposition 62 was a "statutory initiative," its provisions only apply to
General Law cities. As such, Charter cities are allowed to adopt this revenue souroe.
Moreover, fiom 1986 until 1995, several appellate court rulings declared the provisions of
Proposition ó2 to be unconstitutional. For this reason, during this interim period, many
Gcneral Law cities-along with Charter cities-implemented their own property transfer tax
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at rates ranging from $1.10 to $15.00 per $1,000 of value. The most common rate is $4.40
per $1,000. At this level, the City's own property transfer tax (which has averaged about

$85,000 annually over the last four years) would raise about $670,000 annually, for a "net"
increase of $586,000. However, in order to adopt this tax, the City would first have to
become a Charter city. For this reason, while an option, it is not as viable as many of the

other new revenue sources analyzed in this study.

Business License Tax. Anyone doing business in the City is required to pay a business

license tax, which is levied solely for general revenue purposes. While there are over 40

different categories, the maximum that most businesses pay if they have 2l or more
employees is S100, based on the following schedule for retailers, professionals and

manufacturers:

No. of Employees AnnualTax
Ito5
6to l0
l0 to 20
2l or More

$2s
$s0
$75

$100

Combined with application fees for new businesses, this results in very modest revenues of
about $46,000 annually.

Most modem business tax ordinances use gtoss receipts as the tax base to better reflect
ability to pay. There are many ways of structuring the business taxes; and as such, more
detailed analysis is required in estimating revenues from an updated business tax ordinance.
However, based on a review of ratios between business tax and sales tax revenues in other
California cities, a conservative estimate of l5% of sales tax revenues generates about

$315,000 in revenues, for an increase of S2ó9,000 (excluding any added administrative costs to
implement and support the new ordinance).

Ut¡lity Users Tax. Half of the State's residents and a majority of businesses in California
pay utility users taxes (UUT) at rates ranging ûom l% to llYo. It is a tax on the

consumption of utility services (such as natural gas, electricity, water, sewer, telephone and

cable), similar in concept to the retail sales tax on commodities. For this reason, most cities
set their rates based on the sales tax rate in effect at the time they adopted their UUT
ordinance, which accounts for some ofthe variability in rates.

Statewide, for those 157 cities that levy UUT, the average rate is 5.4Vo,with per capita
revenues ranging 54 in Pleasant Hill to $493 in El Segundo (and even higher in the largely
industrial cities of Irwindale and Vernon). Stated simply, the cities with significant non-
residential uses have higher per capita revenues. As such, a more detailed analysis is

required in estimating revenues from a UUT. However, in a scan of similar cities, $25 per

capita provides a ballpark estimate of $350,000.

Admissions Tax. This tax is levied on the consumer for the privilege of attending theaters,

concelts, movies, sporting events, museums and other performances. The tax can be a flat
rate, a porcentage of the ticket value or a sliding rate depending on the cost of the ticket.
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Although generally determined to be lawful, courts have struck down admissions taxes that
are bome solely or primarily by activities protected by the First Amendment. These cases
suggest that to implement this tax, a city must have substantial businesses or events that
would be subject to it, \r/hich do not involve First Amendment rights and would bear a
significant portion of the tax burden. For this reason, most cities that have this tax have
professional sports teams, amusement parks or similar major event venues in their cities. As
such, no revenues have been projected from this source: given the lack ofany major venues
in the City like those where this tax has been successfully implemented, it is unlikely that it
would be legalto do so.

Parking Tax. This tax is imposed on occupants of off-street parking spaces for the privilege
of renting the space within the City. It is typically levied when there are a large number of
privately-owned and operated parking lots and garages, and there is a high demand for these
spaces. Since this is not the case in Carpinteria, no revenues have been projected from this
source.

Majority Property Owner Approval

Under Proposition 218, the approval process to establish or increase propefty-related fees and
special assessments is very similar: they both require:

. A clear relationship between the costs and benefits per parcel.

. Mailed notice and public hearings.

' Majority approval by those responsible for paying the fee or special assessments,
weighted by each property o\ryner's fee or assessment benefit obligation.

Property related fees: operating or capital. Under Proposition 218, property-related fees
are allowed with majority property owner approval, with votes weighted by the proportionate
amount that each property owner would pay (or at the agency's option, by a two-thirds vote
of the electorate residing in the affected area). Additionally, there must be aoonexus"
between costs and benefits. Lastly, property related fees for services generally provided to
the public, such as police, fire, ambulance or library services, where the service is available
to the public at large in substantially the sam€ manner as it is to property owners, are not
allowed.

Special assessments: operating or capital. Special assessments for either one-time
improvements or ongoing maintenance are also allowed under Proposition 218; howeveq
majority approval by those responsible for paying the special assessments, weighted by each
property owner's benefit obligation, is required. Detailed assessment repofts prepared by a
registered civil engineer justifying the apportionments among properties are required. Under
similar ground rules, special assessment districts can be formed for one-time capital
improvements.

Coultl Be Approved by the Councìl

The following revenue sources could be set or increased by the Council
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Mello-Roos Districts for New Development. Many cities require that new development
pay not only for the facilities needed to service them, but for day-to-day services as well.
This could include park and landscape maintenance, street lighting, street sweeping, libraries
and fire protection. While this sets up two classes of city residents-those who receive what
may be perceived as general city services based on the general-purpose tax revenues they
pay, and those who must pay an additional premium for those same services-many cities
have moved to this out of fiscal necessity. The revenue impact of this is difficult to assess,

since it would depend on what services were subject to the special Mello-Roos tax.
However, as discussed above, this would require the concurrence of the property owner in
establishing this special tax district (assuming there are less than twelve registered voters in
the District) before the start ofconstruction.

Development Impact Fees. The City can set impact fees at any level that will fully offset
(but not exceed) the cost of constructing capital improvements nEeded to service new
development. This can cover a broad range of public facilities, including water, sewer,

transportation, parks, cultural facilities, community centers, civic center improvements and

public safety facilities. Detailed procedures for developing and collecting impact fees are set

forth in Government Code Section 66000 (commonly referred to as "AB 1600").

The City has already adopted a wide range of development impact fees.

Higher Cost Recovery. This is one of the few remaining areas where the Council has

discretion in balancing funding for the cost of services between general purpose revenues and

fees. In February 2017, the Council revicwed a comprehensive Cost of Services Study that

assessed current costs and fees; and established maximum amounts that could be charged

based on ful[ cost recovery. It is important to note that the Council can set fees at less

than full cost recovery; however, under Proposition 218, the Council cannot set fees
above cost recovery (any exoess would become a tax and thus subject to voter
approval). The City's adopted cost recovery policies identify several areas where the
goal is less than full cost recovery. Based on these policies, the Councilapproved modest

fee increases. These are projected in the Study to raise about $156,000 annually in added

revenues. This increase is reflected in the forecast beginning in 2017-18.

F ranchise Fees. These fees are charged to public utilities - such as natural gas, electricity,
refuse collection, water, sewer and cable television - for the use of City's right-of-way and

their adverse impact on City streets in conducting their operations. However, the State

prohibits franchise fees on telecommunications; and sets franchise fees for natural gas and

electricity. Similarly, the Federal government limits franchise fees on cable telEvision. As

such the only area where the Council has some discretion is the solid waste ftanchise fee.

The current franchise agreement with E. J. Harrison & Sons was approved by the Council in

October 2012, effective January 1, 2013. tt is for ten years with a franchise fee of 8%. Many
cities in the State have set their rate at 10/o (with some cities at l5% to 20o/o). ln many cases,

the t?anchisee is indifferent to the rate, as long as the city is willing to set rates that will fully
recover the fee.

The City currently receives about $140,000 annually from the ïYo franchise fee.

Renegotiating the franchise agreement and setting the rate at lAYo would generate an

additional $35,000 annually.
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CONSULTANT QUALIFICATIONS

SENIOR
FINANCIAL
MANAGEMENT

CONSULTING AND
INTERIM
ASSIGNMENTS

Bill Statler has over 30 years of senior municipal financial management
experience, which included serving as the Director of Finance & lnformation
Technology/Cíty Treasurer for the City of San Luis Obispo for 22 years and as
the Finance Officer for the City of Simi Valley for l0 years befbre that.

under his leadership, the city of san Luis obispo received nationalrecognition
for its fìnancial planning and reporting systems, including:

Award for Distinguished Budget Presentation from the Government
Finance Ofücers Association of the United States and Canada (GFOA),
with special recognition as an outstanding policy document, financial plan
and communications device. San Luìs Obispo is one of only a handful of
cìtíes in the nation to ¡eceive lhis special recognitíon

Awards for excellence in budgeting from the California Society of
Municipal Finance Officers (CSMFO) in all four of its award budger
categories : innovation, public communications, operating budgeting and
capital budgeting. Again, San Luis Obispo is among a handful of cities ìn
the State to earn recognilion in allfour ofthese categories.

Awards for excellence in financial reporring from both the CFOA and
CSMFO for the City's comprehensive annual financial reports.

Recognition of the City's financial management policies as "best practices"
by the National Advisory Council on State and Local Budgeting.

The financial strategies, policies and programs he developed and implemented
resulted in strengthened community services and an aggressive program of
infrastructure and facility improvements, while at the same time preserving the
Cþ's long-term fiscal health.

Fßcal Forecasts and Long-Term Financial Plans

' City of Bell
. City of Salinas
. City of Camarillo
. City of Grover Beach
. City of Pismo Beach
. Bear Valley Community Services District

Strategic Pløns snd Coancil Goal-getting
In collaboration with HSM Team

. Strategic Planningr City of Monrovia

. Strategic Planning: City of Sanger

. Council Goal-Setting: City of Pismo Beach. Council Goal-Setting: City of Willits

OrgønizationøI Analysîs and Palicy Advice

. Pro Bono Financial Management'l'ransition Team and Policy Advice: City
of Bell

. Preparation for Possible Revenue Ballot Measure: City of Monterey. Fund Accounting Review: State Bar of California. Financial Assessment: City of Guadalupe
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CONSULTANT QUALIFICATIONS

PROFESSIONAL
LEADERSHIP

. Financial Condition Assessment: City of Grover Beach

. General Fund Reserve Policy: City of Lompoc

. General Fund Reserve Policy: City of Willits

. Reserve Policy: State Bar of California

. Budget and Fiscal Policies: City of Santa Fe Sprinç

. Benchmark Analysis: City of Capitola

. Financial Management Improvements: City of Capitola

. Finance Organizational Review: Ventura Regional Sanitation District

. Org;anizational Review: City of Willits (in collaboration with the HSM
Team)

. Finance Division Organizational Review: Sacramento Metropolitan Fire
District

. Finance Department Organizational Review: City of Ceres (in
collaboration with national consulting firm)

Inlerím Finance Dîrector

. City of Monterey

. San Diego County Water Authority

. City of Capitola

Otther Financial Manøgement Semíces

. Revenue Options Study: City of Pismo Beach

. Cost Allocation Plan: City of Greenfield

. Cost Allocation Plan: City of Guadalupe

. Cost Allocation Plan: City of Port Hueneme

. Cost Allocation Plan: City of Grover Beach

. Cost Allocation Plan Review: State Bar of California

. Cost Allocation Plan Review: City of Ukiah

. Disciplinary Proceedings Cost Recovery Review: State Bar of California

. Water and Sewer Rate Reviews: Avila Beach Community Services District

. Water and Sewer Rate Reviews: City of Grover Beach

. Solid Waste Rate Review: County of San Luis Obispo, Los Osos Area

. Solid Waste Rate Review: County of San Luis Obispo, North County Area

. Joint Solid Waste Rate Review: Cities of Arroyo Grande, Grover Beach,
Pismo Beach and Oceano Community Services District

. Board of Directors, League of California Cities (League): 2008 to 2010

. Member, California Committee on Municipal Accounting:2007 to 2010

. President, League Fiscal Officers Department:2002 and2003

. President,CSMFO:2001

. Board of Directors, CSMFO: 1997 to 2001

. Member, GFOA Budget and Fiscal Policy Committee: 2004 to 2009

. Chair, CSMFO Task Force on "GASB 34" fmplementation

. Fiscal Officers Representative on League Policy Committees: Community
Services, Administrative Services and Environmental Quality: 1992 to
I 998

. Chair, Vice-Chair and Senior Advisor for CSMFO Committees:
Technology, Debt, Career Development, Professional and Technical
Standards and Annual Seminar Committees: 1995 to 2010

. Member, League Proposition 218 Implementation Guide Task Force

. Chair, CSMFO Central Coast Chapter Chair: 1994 to 1996
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CONSULTANT QUALIFICATIONS

TRAINER

PUBLICATIONS

Provided training for the following organizations:

. League of California Cities

. Institute for Local Government

. California Debt and Investment Advisory Commission

. Government Finance Officers Association of the United States and Canada

. California Society of Municipal Finance Officers

. Municipal Managcment Assistants of Southern California and Northern
California

. National Federation of Municipal Analysts

. Probation Business Manager's Association

. California Association of Local Agency Formation Commissions

. Humboldt County

Topics included

Long-Term Financial Planning
The Power of Fiscal Policies
Fiscal Health Contingency Planning
Financial Analysis and Reporting
Effective Project Management
Providing Great Customer Service in Internal Service Organizations: The
Shategic Edge
Strategies for Downsizing Finance Departments in Tough Fiscal Times
Top-Ten Skills for Finance Officers
Telling Your Fiscal Story: Tips on Making Effective Presentations
Transparency in Financial Management: Meaningful Community
Engagement inthe Budget Process

What Happened in the City of Bell and What We Can Learn from It
Debt Management
Preparing for Successful Revenue Ballot Measures
Multi-Year Budgeting
Integrating Goal-Setting and the Budget Process

l2-Step Program for Recovery from Fiscal Distress
Strategies for Strengtheni ng Organizational Effecti veness
Financial Management for Elected Officials
Top Challenges Facing Local Government Finance Officers
Budgeting for Success Among Uncertainty: Preparing for the Next
Downturn

Presenting the Budget to Your Constituents, CSMFO Magazine, July 2016

Planningþr Físcal Recovery, Government Finance Review, February
20t4

Guide to Local Government Finance in California. Solano Press, July 20 l2
(Co-Author)

Managing Debt Capacity: Taking a Policy-Based Approach to Protecting
Long-Term Fiscal Health, Government F inance Review, August 20 I I

Fees in a Post-Propositíon 218 l{orld, League oJ'Cali/itrnia Cites, Cíty
Atbrney's Department Spring Conference, May 2010
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CONSULTANT QUALIFICATIONS

Municipal Fiscal Health Contingency Plannìng, Western City Magazine,
November 2009

Understanding the Basics of County and City Revenue,lnstitute for Local
Covernment, 2008 (Contributor)

Financial Management þr Elected fficials, lnstitute for Local
Covernment, 2007 (Contributor)

Geníng the Most Out of Your City's Cunent Revenues: Sound Fiscal
Policies Erwure Higher Cosl Recovery/br Cities, Western City Magazine,
November 2003

Loc al Government Revenue Diversi/ìc at íon, Fi s cal Balance/ Fis cal S hare
and Sustainability, lnstitute for Local Government, November 2002 (Co-
Author)

Ilrhy Is GASB 34 Such a Big Deal?, Western City Magazine, November
2000

Understanding Sales Tax Issues, Western City Magazine, June 1997

Proposition 218 Implementation Guide, League of California Cities, 1997
(Contributor)

CaI-ICMA Ethical Hero Award (for service to the City of Bell)

CSMFO Distinguished Service Award for Dedicated Service and
Outstanding Contribution to the Municipal Finance Profession

National Advisory Council on State and Local Government Budgeting:
Recommended Best Practice (Fiscal Polices: User Fee Cost Recovery)

GFOA Award for Distinguished Budget Presentation: Special Recognition
as an Outstanding Policy Document, Financial Plan and Communications
Devíce

CSMFO Awards for Excellence in Operating Budget, Capital lmprovement
Plan, Budget Communication and Innovation in Budgeting

GFOA Award of Achievement for Excellence in Financial Reporting

CSMFO Certificate of Award for Outstanding Financial Reporting

National Management Association Silver Knight Award for Leadership
and Management Excellence

. American Institute of Planners Award for Innovation in Planning

. Craduated with Honors: University of California, Santa Barbara

a

HONORS
AND A}VARDS

a

a
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Local Revenue Measure Results
November 2016

Local tax and bond measure activity in
California in the November 2016 Presidential
Election was unprecedented both in the
number of measures placed on ballots by
cities, counties, special districts and schools,
and by the number approved by voters.

Voters in Califomia considered over 650
local measures at the November 8, 2016
presidential election. Among these were 430
seeking approval for tax increases,
expansions or extensions. K-12 schools
districts and community colleges sought a
total of $25.314 billion in 184 sepanate
authorizations for bonds to construct facilities,
acquire equipment and make repairs and
upgrades. There were22 measures to
increase or extend (renew) scfrool parcel
taxes.

Among the 224 non-schoo! local revenue
measures were twelve measures asking for a
total of $7.266 billion in bonds including the
$3.5 billion BayArea Rapid Trans¡t (BART)
Measure RR covering three San Francisco
Bay area counties, the $1.2 billion Los
Angeles homeless housing and services
Measure HHH and Santa Glara County's
$950 million affordable housing Measure A.

There were 88 measures to increase or
extend Transactions and Use Tax (Sales
Tax) rates. Thirty of these were special
(earmarked) taxes requiring two{hirds voter
approval. These include 13 countywide
measures for transportation i mprovements.
There were 58 city and county majority vote
general purpose tax proposals ranging from
Yt percenlto one percent.

There were 39 city, county and special
distríct parcel taxes requiring two-thirds
voter approval, including five street/road
improvement measures, eþht for parks
/recreation /open space , 14 for fire

Proposed Local Revenue Measures
November 2016
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Local Revenue Measure Results November 2016 -2- Final January 10,2O1T

/emergency medical response, four for hospitals, and four for police.

Coinciding with the statewide Proposition 64 which legalizes marijuana in Califomia, there were 63
local measures related to cannabis including 39 to impose local t¡axes on marijuana. There were also
three measures to tax sugary beverages (in Albany, Oakland and San Francisco).

Overall Passage Rates
After final tabulations, 355 of the 430 tax and bond measures passed. Post election night counts

of hundreds of thousands of mailed in and provisional ballots put a dozen measures into approval in the
weeks following election night.

Local Revenue Measures November 2016
Total Pass Passins,

Citv General Tax (Maioritv Vote) 120 't02 85%
Countv General Tax (Maioritv Vote) 15 12 80Yo

Citv SoecialTax or G.O.bond Vote) 33 19 58%
County Spec.Tax, G.O.bond (2/3 Vote) 23 10 43o/o

Special Districl 2/3 33 21 640/0

School ParcelTax 23 22 17 n%
School Bond 2/3 6 2 33Yo

School Bond 557o '178 172 97o/"

Total 430 355 83%

The proportion of passing 55 percent school bond measures exceeded historic passage rates.
Just six of 178 fifty-five percent school bonds failed and five of the 22 school parcel taxes. However,
just two of the six two-thirds vote school bonds met the that threshold.

SchoolTax & Bond Measures November 2016

55% Vote
Bond

97Vo (1721178)
213 Vote

Eta¡a¡l T^-I c¡l9çl I qr\t

Bond 68o/o 19128',)

Oo/o 20o/o 40o/o 60%
Percent Passing

89o/o 100o/o

The passage rate of local non-school majority vote tax measures also exceeded passage rates
in prior years. A record 114 of the 135 majority vote taxes passed. Among the two-thirds vote city,
county and special district special tax and bond measures, 50 of 89 passed.

Since 2001 8i9/c
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Local Revenue Measure Results November 2016 - 3- Final January 10,2017

City / County / Special Disfict Tax & Bond Measures Nowrnber 2016

GeneralTax
Majority Vote

Measures

Speciaf Tax2lS
Voter Measures

Ao/a 2Ùo/o 40% 600/o
Percent Passing

80% 100%

Measure Outcome by Category
Among non-school local measures, the most common type of measure was a majority vote add-

on sales tax (transactions and use tax). Fifty-one of the 59 passed. By contrast, just half of the 30 special
sales tax measures met the two'thirds approvalneeded for passage.

Passinq and Failinq Citv / Countv / Soecial Ðistrict Measures bv Tvoe November 2016

Sales Tax

ParcelTax

BusnLicTax Cannabis

SalesTax Special

FlotelTax

G.O. Bond

BusnLicTax Other

UtilityUsersTax

Hotel Tax Special

GeneralTax Other

PropTransf Tax

BusnLicTax Can nabis Spec

UtilityUsersTax S pecial
ø 2016 i\lichrcl Coleman

8

Pass

Fail

2

84% (1141135)

56% (50/89 )

Since 2001 66%

Since 2001 47%
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LocalRevenueMeasureResultsNovember2016 -4- FinalJanuary 10,2017

Local Add-On Sales Taxes (Transaction and Use Taxes)
Voters in 56 cities (including San Francisco) and three counties considered general purpose

majority vote add-on sales tax rates ranging from lopercentto one percent. Fiftyone were approved
including all those that extended without increase an existing sun-setting tax.

Transactions and Use Tax (Add-on Sales Tax) - General Tax - Majority Ap¡
Sily Measure Rale incr/ext YES% NO% Pass/F
East Palo Alto Measuc P ll2 cent increase 84.4o/a IS.OX PASS
Rio Vista Measure O 314 cent extenrl El.lo/o I S.9% PAS S
(ipitoll Measure F' 714 cent extend 80.3% tg.Zø PASS
Madera Measurc K I/2 cent ircreáse sO.i% 19.9% PASS
Hollister Measure W I cent e*tend iï.i,l, - 

if.S% PASS

!1¡9cq Va_lley Measu'e Y ll2 cent irrcreasE 77.41/n 22.ó% PASS
Fairfax Mcasurc C byll4to3/4cent increase 76.5o/a 23.5% PASS
Lynrvood__

!qnqnp
--__ _Mg3st{g PS

Measwe U
I cent increase 74.lVa 25.9% PASS

ll2 cent extend 72.7"/o 27.3% PASS
ll4 cent ircrease 7t.t;/; iù.r"2î-FASSSanta Ro_sa MçaqUf¡ l!

Orlard Meas¡¡re A
Indio Measwe X
Saint Ilelena
Counry of San Mateo
Del ReyOaks
Isleton
Suisun City
Fairfield
Chula Vista
DelMqr
Menifee
?leasant Hill
West Sacrarrcnto

Measure D
Measure K
Meast¡re B
Measure C

Measure S
Msaqure !
Proposition P

lropq_gitiqgQ
Measu¡e DD
Measure K
Measure E

I 12 cent
I cent

ll2 cenl
ll2 ce¡t
I cent

I /2 cent

l 
"e4I cent

lncrease

"*æn¿extend

irrrease
increase

extend

lncreâse

llrreasc
71.8_t/"

7l.z\o
69.gYo_

69.9o/"

69.lyc
69.0o/c

68-4o/"

68.0'/.

zs.it" PÃSS
ãr.¡'2" PASS 

-

30.1t"?Ass
36.1"¿ PASS

¡ris"/" PASS
3I,O% PASS
3t.6% PASS
¡z.oø PASS

l/2 cent

I cç¡rt

I cent

l12 cent

ll4 cent

t¡rrease
¡ncrgase

lncrease

increase
67.5'/"
673e/"

Ql,\c/o
66.2V"

increase 65.70/"

32.

32.7% PASS
lz.s% PASS

33.e% PASS
i+:2, PASS

Wasco

Woodland
Visalia
Valle"to

Ridpcrest
Santa Monica
'[racy

Vacavrlle
Downey
Lakeport
Newark

l¿ Palma
Westmilster
l-ountain Vallcy
[¡omis

Measure X
MEasure F

Measure N
Measure V
Measure V
Measure GSH
Measwe V
vleasure vi
Measure S

Measure Z
Measure GG

Measure JJ

Measure SS

Measure HH
Measure F

I cent

ll2 cent
ll2 cent
I cen!

I cent

I cent

ll2 cent
'314 cent
l/2 cenl
I cent

I /2 cent

I cent

1 ce¡rt

I cent

ll4 cent

itærease

exænd
.]i.67" PASS
36.0"; PASS

:o.zx PASS
36.5t" PÃss
:O o"Z" PÄSS
37.0% PASS
37.2% PASS
37.57á r'A.¡J
lii% PAss
3S,2% PASS
38.e% PASS
le.3% PASS
3e.3% PASS
40.ó% PASS
aq.7"¿ PASS

co.i"/" PASS
40.e% PASS
41.4% PASS
42.s% pASS

6t4%
U.tYo

Trinidad
Henæt

Forhrna

San Buenâventura

Measure G
Measure U
Measure E
Measurc O

314 cenT

I cent

3/4 cent

ll2 cent

irrcrease

extend

increase

irrcrea_se

íncrease

sxiend
lncrease

increase
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lncrease

ircrease
increase

l.!{fea,se

extend

ir¡orease

increase

increase

Q,Q%
63.60/"

64.ïo/e

63_.9V.

6'.EY"

94'Jþ
62.3o/o

61.80Á

61.1%
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59.AVo

59.4"Á

593a/r

59.l%o

58.60/o

57.5o/o

C a I i f a rn i a C it g F í namc e. c o vw



Local Revenue Measure Results November 2016 Ë Final January 10,2017

Transactions and Use Tax (Add-on Sales Tax) - General Tax - Majority Ap¡
W Measure Rate incr/ext YESTo NO% Pas,slF

Riverside Measr¡re Z I cent irprease 573o/o 42.7% PASS
Santa Paula Measrue T I cent s7.3¡/o +z.zx PASS

s7J"^-li.e% pÃSS

44.9% PASS
Measure C l12 cent

increase
lncrease!rek4

Belnnnt

l4Qllrq -
El Centro

Measure I
l\leasure G

ll2 cent
I cent

lncfease

increase
55.lV"
53.7Y. 463% PASS

Measwe P ll2 cert. increase 53.2V. +O.tø PASS

Ukiah MeasureY byl/2centtolcent increase 52.4yo 47.6% PASS

Tenpcula Measure S I cent increaiè sosø qsjø P¡SS
Delarc

Oroville

Measure U 1 cent extend 5A,4Vo 49.6-"r" PASS
54JõÃFAILMeasr¡re A ll4 cena increase 45.3%

À¡leasure R I cent increase 43.9% 56.1% FAIL
lafayette
South t¿ke Tahoe

Measure C
Measure U

I cent
ll2 cent

tncrease

lncrease
4.7%
42.3o/o

s73%FAIL
s7.7%tAlL

Colwa Measure A 3/4 cerú increase 42.3% 57,7'/l,FAlL
County ofSiskiyou
Rç'ddine

Measure G
Measwe D

ll4 cent
l/2 cenl

tncfeâse
increase

Q.1%
37.3o/"

5e3% FAIL
62.7"/"FAlL

San Francisco Measwe K 314 ce¡* irærease 34.8o/n 65.2V.FNL

Six of these general purpose majority vote measures were accompanied by an advisory lneasure
specifying the use of the funds should the tax measure pass. The Solano County, South Lake Tahoe
and Redding measures failed regardless.

Aüvisory Measures as to Use of Proceeds - Tramactions and Use Taxes
Comoanlon

Agenev l,lame Rate YES% NO% Taxor¡tcome

Santa Monica Measure GS l/2 to education 7A.0Yo 30.U/o PASS
Lynwood Measurc RD ltrlo to rainytlayfi.rnd 65,6% A.4o/o PASS
Ukiah Measure Z roads/streets 65.4V" 34.6% PASS
Reddine Measure E police/fire 6s2% v.8% FAIL
Loomis Measure G Libr¿ry 63.80/o 36.2% PASS
County ofsolano Measure B child health & safety 57.goh 42.1o/o FAIL
South f.¿ke Tahoe Measure S facilities 25.6% 745./, FAIL
South l¿ke Tahoe Measure

South l¿ke Tahoe Measure R

hous

rcads/streets

43.4% 56.6% FAIL
.6 32.4o/o
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Local Revenue Measure Results November 2016 -6- Final January 10,2017

The following chart shows the yes vote percentages of passing (green) and failing (red)
transactions and use tax measures compared with the tax rates of the measures. There appears to be
little connection between the tax rate and the percentage of success, but the proposed tax rate is
typically selected considering the voter's level of support at various rate levels.

General Purpose Transactions and Use Tax Measures lmaioritv aporoval) November 2016
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Local Revenue Measure Results
November 2017

Local voters cast ballots on 60 local measures this Tuesday, including 45 measures to increase or
extend local taxes or bonds. Most general purpose majority vote sales taxes and cannabis taxes were
approved. But among two-thirds vote special taxes and parcel taxes, including school measures, more
failed than passed.

Among the 45 fiscal measures at this election, rnore than half, 27, were for cities, including 20
majority vote general taxes and one general obligation bond for library facilities. There were nine
specialdistrict parceltaxes and two county special sales taxes. There were seven school measures
including five 55 percent approvalschool bonds and two parcel taxes.

Among the 38 non-school measures there were 15 sales tax increases or extensions, eleven parcel
taxes and nine business license taxes, mostly conceming cannabis.

Proposed Local Revenue Measures
November 2017t
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Local Revenue Measure Results November 2017 -2- Preliminary November 8, 2017

Passage Rates
Based on election night tallies, with some ballots still to be counted, 27 oî the 45 tax or bond

measures passed. The library general obligation bond in the City of Wittier is currently trailing with 66.1
percent but has a good chance of passing when all votes are tallied.

Local Revenue Measures November 2017
Total Pass Passinq%

City GeneralTax (Majority Vote) 20 18 907o

City SpecialTax or G.O.bond (2/3 Vote) 7 2 29o/o

County Special Tax (2/3 Vote) 2 2 'l}OVo

Special District ?3 I 2 22o/o

School Parcellax 2J3 2 'l 50o/o

School Bond 55% 5 2 4OTo

Total 45 2T 6OTo

The passage rate of local non-school majority vote tax measures exceeded passage rates in
prior years. Just two of the 20 majoríty vote tax measurss failed: a one percent sales tax in Coalinga
and a 314 percent sales tax in Montebello. Among the two-thirds vote city, county and spec¡al district
special tax and bond measures, six of 16 passed.

City / County / SBecialDistrictTax & Bond Measues l,lovember 2017

GeneralTax
Majority Vote

Measures

907o (18/19)

SpecialTax2lS
Voter Measures

Ao/o 20% 40% 60%
Percent Passing

EATo ßO%

ParcelTax

Sales Tax

SalesTax Special

BusnLicTax Cannabis

BusnLicTax Other

UtilityUsersTax

UtílityUsersTax Special
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3

t
2

E I Pass

Fail
1

33% (6/18)

46%

S't;ce 2001 59%
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Local Revenue Measure Results November2017 -3- Preliminary November 8, 2017

Local Add-On Sales Taxes fTransaction and Use Taxesl
Voters in 10 cities considered general purpose majority vote add-on sales tax rates ranginglromYo

percent to one percent. Eight passed.

Tnnsactiore and Use Tax (Adô'on Sales Tax) - General Tax - Maþrity Appmval
Agencv Name County Rate Sunsat YES% NO%
El Monte tos Angcles Measu¡e EIVÍ ll2cent l0yrs e:rtend 69.7yo 30.3% PASS
Hawthome hs Angelcs Measure tlll 3l4cent increase 68.07o 32.U/o PASS-tu**pr. Marin MeasureB ll4eent ¿riäd 

-iø.iù" 'it.ii;ì, 
PASS-

Woodlake Tulare Measure R I cent increäse S¿,5y" 35.5o/o PASS

.By.rripgay_r gg,frdqteo.. .M:ry9f.I . .t!!.gfl,t. .. .Tgrc1'g .Í.2,?!/y 1.7,.t.y:. PASS
Farnpnsville Tulare Measure P tiz ceit üróreãse oz.i"7o il.srî PASS'
PalmSprings Riverside Measure D ll}cent increase SO.j% 4j:3t; 'PASS'

Santa Barbara Santa Barbara Measure C t cent increase 55.7*o 44.3D/o PASS
boalinga Fresno Measure'C 1 percent increase 46.7ó/o 53iV" FAIL
Montebello L-os Angeles Measure S 3/4cent increase 37.*/o 62.1./c FAIL

Two counties and three cit¡es attempted two-thirds vote specialsales taxes. The county measures
passed, including a one-of-a kind % percent mental health services sales tax in Mendocino County and
the extension of a 1/8 percent sales tax for libraries in Stanislaus. One-half percent sales taxes
earmarked for police and fires services in Barstow and Victorville failed, although they received over 60
percent yes votes. A special sales tax for streets and roads in South Lake Tahoe gamered major¡ty
approval but failed.

Transactions snd Use Tax (Add.on Sales Tax) - Special Tar -Tno-Thirds Approval
g!!f Gountv teaE¡re Rate Uæ Sunæt YES% l{O%

CountyofMendocino Mendocino MeasureB ll2cent nnntalhealth to l/8-cent 
increase E3.0Zo 17.ú/o PASS

County of'stanislaus Stanislaus Measurc S - l/8 cent library "ltiï* erend 81.2'Á l|.Bo/o PASS
Barstow SanBcåardino Measu¡eJ ll2cenl police/fire increase g.4% 35.6V. FAIL
läctowille SanBemardino MeasurcK ll}cent police/fire increase 62.1% 37.gV. FAIL
South L¿ke Tahoe El Dorado Measure C ll2cent streets/roåds in"r""r" 54.V/o 46,AV. FAIL

Utilitv User Tax
There were two Utilíty UserTax measures this election, both extensions of existing rates. Desert

Hot Springs voters approved the extension without sunset of their spec¡al seven percent UUT
earmarked for police and fire services. Brawley voters approved a fíve year extension of their four
percent general purpose UUT.

Utility UserTexes
Agencv Name Countv

Desert Hot Springs Riverside Measure C

Rate
7olo tele electr gas water

¡gwe¡CAIV
4To tele elecf gas water

sewer trash CATV

Sunsgt o/olleer YES% NO%

nolilelfire e*end mdefi:ately 66.7% 7630Â 23-7% PASS

general e{end 5yn 50.U/o 622/;o 37.S% PASSBrawley Inperial Measure W
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Local Revenue Measure Results November 2017 -4- Preliminary November 8, 2017

Cannabis - Local Excise Taxes
Voters in ten cities approved higher taxes on marijuana activities.

Cannabis Taxes - Maþrity Vote General Use
Nan Countv

Rio Dell Hunùoldt Measure X
Modesto Stanislaus Measure T

Çol¡li $o.ltonn Mg4ure G
Pacifica San Mateo Measure G
Pel,r.n$prineS Syçryidç Mçqgp E
Woodlake Tulare Measure S

Farnærsville Tulare Measure Q

Business License Tax - Other

Voters in the City of Brisbane approved a license tax on so¡l recycling businesses and ¡ncreased
he cap on the business tax that other recyclers pay.

Busimss License Taxes - Other- wlaþrity Vote General Use
Agency Nan0ounty Rate W NOP/.

Brisbane San Mateo Measure D 2ú/oerPlcpt 74,4Vo 25.67o PASS
Brbbane San Mateo Measure E incrCapfr$3rfo$4m 78.5o/o 21.5% PASS

Parcel Taxes and Soecial Taxes lnon-schoolÌ
There were eleven non-school parceltaxes including ten special districts and one city. Just

three achieved the two-thirds "yes" threshold needed. Atherton voters rejected a three year extension of
that city's general purpose property tax. The wealthy bedroom city is heavily property tax dependent
with very little sales tax revenue.

City, County and Special District Parcel Taxes (2/3 vote)
Agencv Name Countv Amount PuFpose E¡n*t YES% lilO%

Y*"11*^.. ". Marin MeasureF $49lparcel parks 4yrs incre¿se tlJ%o ts.8"z" PASS
Rccrcation District

Desert Hot Springs Riverside Measure B $I03/pareel police/lìre indef. e¡rtend 74-9o/" ZS.tø PASS

Hunüoldt county Hunùoldt Measure B $|00/Residparcel fi¡e/etrn indef. incrcase ó937o ro.zø PASS
Resort

ff:t:^:i::::t cutno".u, MeasureÊ $75lparcer fire/er¡s indef. increase 60.5% 3e.s% FAIL

cosunnes River 
H Dorado Measure B +sl50to s30o/oarcel streets/ indef. increase 5s.3% 4l.7vo FAILCornrnunity ' roads

ijï"i,::iîr.", Hunûoldt MeasureY $I7s/sfparcel fire/ena indef. incnase sL.3o/" 4a.7o/o FAIL

Atherton San Mateo Measure F $45O/parcet general Syrs e)üend SO.IV' lg,S"lo FAIL
Crescent Mills street
Lighting District Plunss Measure E $46lparcel lighting indef. ncrease 48.V/o 52.0"/o FAIL

3äT 
utnt" ptunns Measu¡e D $3I/parcet ü:tri¡:: indef. increase 4s.2ot s4.Bo/o FAIL

Eastem. Plurnas plunss Measurc c $65/parcel fire indef. incrcase 44.4% 5i5,6'/. tAlL
Rnral Fi¡e

Marin county Marin Measure E $47lparcel 'H,:1 lSyn incrcusc a2.$, t7,2"/" FAIL
f;lood Clontrol
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Rate
l0ologrossRcpts + $5/s f

lfflogrossRcpts
879groq 9 [9p!¡ t $?s/.sf

l0ologrossRcpts

ll"/egroSg $Cp!s + $ llq f
lfflogros s Rcpts + $25lsf
l0%grossRcpts + $25lsf

YES%

82.20À
82.2V"
78.g%o
78.6V"
78So/"
7l-lo/"
66.2Yo

NO%
17.8o/o

17.8o/o

2L.lo/o

2l Ao/o

21j%
28.9/o
33-8o/o

PASS
PASS
PASS
PASS
PASS
PASS
PASS
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General Oblioation Bonds
Voters in the City of Whittier considered the only local general obligation bond at this election , a $22

million bond measure for the construction of a library. The measure would increase annual property
taxes by $24 per $100,000 of assessed valuation. Currently, the measure is narrowly trailing but may
yet pass when allvotes are tabulated.

City General OHþation Bond Measurc (2/3 vote)
Agencv Name Gountv Arnount purpose rate YES% W
Whittier l"os Angeles Measure L $22 million library $2,t/$l00kAv 66.1% 33.9% FAIL

School Bonds
Last November 2016 there was a record 182 localschool bonds on local ballots. Among the 178

that required 55% percent approval, only 6 failed. That is, 97 percent of the measures passed. ln this
off-year election, there were just five local school bonds, all 55% approval. But just two passed, the
largest in LA County and the smallest in tiny Trinity County.

School Bod Measuns
School Dlstrict Countv ileasure Amount YESo/o NO% PasdFall
La Cañada Unified School District tos Angeles Measure frCF $149 million 7137o 28.7î/" PASS

Mountain Valley Unified School District Trinity Measure J $5.95 millio n 65.2./o A.V/o PASS

Glendor¿ Unified School District los A.ngeles Measure GG $98 million 45.6% S4.4Vo FAIL

l.{o!h.Mo¡19rey Cgunfy-Unrfed SchoolDstr\longrey Measure.F _ $40million 4:q% ry.!:/1 FAIL

North Monterey County Unifred School Dish Monterey Measure E . $36million 43.V/o 57.0% FÁlL

School Parcel Taxes
There were just two school parcel taxes this election. lt appears only one has passed. Last

November 2016, 17 of the 22 school parcel taxes passed.

School Parcel Taxes (2/3 voterapprovat)
Agencv Name County
lagunitas School District Marin Measure A
Wilrar Union School District Sonoma Measure F

For m ore information : Michael Coleman 530-758-3952. coleman@muniwest.com
E

http://californiacityfinance,comA/otes 1 71 1 prelim.pdf
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Raûe YES% NO%
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