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Source: CaliforniaCityFinance.com computations from data from California State Controller (revenues).  
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Typical Full Service City

Source: Coleman Advisory Services computations from State Controller reports
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Source: CaliforniaCityFinance.com computations from data from California State Controller.

Counties are hybrid local/state
state/federal programs:  
Aid to families (CalWORKS), food 
stamps, foster care, In-Home 
Support Services (IHSS), alcohol 
& drug treatment.
countywide services: jails, 
courts, elections, property tax 
collection & allocation.
“city” services to                 
.    unincorporated areas

Counties have 
more mandates, 
less discretionary $, and 
are more vulnerable to 
state budgetary action.
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*New with Prop 26

*
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Any levy, charge or exaction of any kind imposed by a local government, is a 
tax except:

User Fees: for a privilege/benefit, service/product
Planning permits, police permits, street closure permits, parking permits in restricted zones, franchises, user 
fees, public documents copying fees, DUI emergency response fees, emergency medical and ambulance 
transport service fees, recreation classes, weed abatement.
Regulatory Fees: regulation, permits, inspections
Permits for regulated commercial activities (e.g., dance hall, bingo, card room, check cashing, taxicab, peddlers, 
catering trucks, massage parlor, firearm dealers, etc.); fire, health, environmental, safety permits; police 
background checks; pet licenses; bicycle licenses.
Rents: charge for entrance, use or rental of government property
Facility rental fees, room rental fees, equipment rental fees, on and off-street parking, tolls, franchise, park 
entrance, museum admission, zoo admission, tipping fees, golf green fees, etc.
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Any levy, charge or exaction of any kind imposed by a local government, is a 
tax except:

Penalties for illegal activity, etc. 
Examples: parking fines, code enforcement fees and penalties, late payment fees, interest charges and 
other charges for violation of the law. 

Charges imposed as a condition of property development
Examples: construction permits, development impact fees, fees imposed to remedy the effects of the fee 
payor’s operation that are imposed as a condition of property development.

Assessments and property related fees imposed in accordance with the provisions of 
Article XIII D. (Proposition 218)
A payment that is not “imposed by a local government”

Includes payments made pursuant to a voluntary contract or other agreement that are not otherwise 
“imposed” by a government’s power to coerce. 
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Charges which pay for public services and facilities that provide 
general benefits.  No need for a direct relationship between a 
taxpayer’s benefit and the tax paid.
Cities may impose any tax not otherwise prohibited by state law. 
(Gov Code § 37100.5)
The state has reserved a number of taxes for its own purposes 
including: 

cigarette taxes, alcohol taxes, personal income taxes.
General & Special

General Tax - revenues may be used for any purpose.
Majority voter approval required for new or increased local tax

Special Taxes - revenues must be used for a specific purpose.
2/3 voter approval required for new or increased local tax
Parcel tax - requires 2/3 vote
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Typical homeowner 
in a full service city 

not in a redevelopment area.

Source: Coleman Advisory Services computations from Board of Equalization and State Controller data.

Includes Property Tax 
in-lieu of VLF.

Typical city resident

Special 
Districts

7%
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* For taxable sales in 
unincorporated 

areas, the local 1%
rate goes to the 

county.

Add-on 
Transaction

s & Use 
(varies)

Prop172
½ %

Countywide 
Transportation

¼ %

County
Health&Welfare

½ %
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State General 
Fund

State Fiscal 
Recovery Fund

Increase State Sales Tax 
Rate +0.25%

Decrease Local Sales Tax 
Rate -0.25%

Schools

Property Tax 
in Lieu of Sales Tax

$1.4 b

$1.4 b 

$1.4 b
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State General 
FundVLF Backfill

Schools

Property Tax 
in Lieu of VLF

$4.4 b

$4.4 b 

$4.4 b*

*in FY2004-05
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Constitutional Protection for:
1. Property taxes: cities, counties, special districts

Protection includes Property Tax in lieu of VLF (VLF swap)
May reallocate among cities, counties, special districts with a 2/3 vote of both houses

2. Local sales tax rate, method of allocation
Exception: interstate compact or federal law

3. VLF 0.65% rate to cities and counties … unless replaced
VLF may not be diverted to reimburse a state mandate

4. Transportation Funds to locals – no taking, delay or borrowing
5. Redevelopment Tax Increment - may not be diverted for other 

purposes
6. Prohibitions against unfunded  state mandates strengthened
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Revenues
FY2011-12 Budget Act

Personal 
income tax, 

$50,408, 
57%

Sales&use tax, 
$19,009, 21%

Insurance tax, 
$1,893, 2%

Other tax, 
$2,668, 3%

Unalloc$ incr, 
$4,000, 5%

Other $
& transfers, 
$1,465, 2%

Corporation 
tax, $9,012, 

10%
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Spending
FY2011-12 Budget Act

Legisl Judicial 
Exec, $2,546, 

3%

ConsumerSvcs, 
$624, 1%

BusnTranspHousg, 
$603, 1%

Resources& 
Environment, 

$1,997, 2% Health& 
HumanSvcs, 

$23,043, 
27%

Corrections, 
$9,821, 11%

K-12 
Education, 
$34,302, 

40%

Higher
Education 

$11,836, 14%General Govt, 
$2,752, 3%
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Reduce Medi-Cal Spending $ 2.0
Reduce UC / CSU budgets 1.4
Fund transportation debt using weight fees 1.1
Reduce Proposition 98 funding 0.9
Prop 63 $ to mental health services 0.9
CalWORKs spending 0.8
Courts operations and court construction 0.7
Developt’l Services: fed $, efficiencies 0.6
State employee compensation cuts 0.5
In-Home Supportive Services cut 0.4
State Mandates: Suspend, defer, or repeal 0.3
Corrections incl Medical Receiver 0.4
Reduce SSI/SSP grants to federal minimum 0.2
Redirect $ Gas Consumption Surcharge 0.2
Reduce Cal Grant program 0.2
Other expenditure reductions (net) 0.5

Total Spending Cuts $11.1
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Spending Cuts (total) $ 11.1

Revenues …
Score additional baseline revenues 11.8
Adopt tax shelter amnesty 0.2
Sales/use tax collection out-of-state retailers 0.2
Increase Vehicle Reg Fee by $12 to fund DMV 0.3
Other revenue measures 0.6

Shifts and Borrowing …
Redirect VLF funds from cities & Orange Co. 0.2
Loans, loan extensions, transfers from special funds 2.9

Total Budget Actions $ 27.2
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Issues for local agencies
Cleanup of gas tax swap for Prop 22 and Prop 26 compliance 
✓signed.   HUTA continues, including Str&Hwy2103
Redevelopment Extortion  ✓ two bill scheme: death and rebirth.
City VLF Eliminated ✓ Shifted to fund law enforcement grants
COPS, booking fees ✓ Funded via MVLF shift & $12 Veh Reg Fee -SB89

Local mandates ✓ again suspended, owed reimbursements deferred. 
Sales/Use Tax collection ✓ signed.
Public Library Funds ✓ $15m reduction.  $16m on the trigger cut list.
Williamson Act ✓ state funding eliminated
State Parks: $22 m annualized cut. ✓ Closure of 70 parks.
Corrections and health services realigned to counties  

✓ funded by shift of portion of state sales tax 
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Trigger Cuts would take effect on/after Jan 1, 2012
“Tier I” 

$200 million University of California  and  California State Universities
$100 million Dept of Developmental Services
$110 million   In-Home Supportive Services program
$92 million to the Dept of Corrections and Rehab (CDCR)                                         

incl $72.1 million in county charges for youthful offenders sent to CDCR.
$30 m Calif Community Colleges backfilled with $10/unit fee increase
$23 million to the Dept of Education re childcare funding
$16 million to the Calif State Library related to library grants
$15 million Local Vertical Prosecution grants (CalEMA).
$15 million to Medi-Cal.

“Tier II” 
$1.5 billion- reduce the 2011-12 school year by up to 7 days
$248 million home-to-school transportation
$72 million to the California Community Colleges.
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SB89 eliminates city VLF

PropertyTax in-Lieu of VLF is 
NOT affected!



11/18/2011

©2011 CaliforniaCityFinance.com Page 8 of 9

CaliforniaCityFinance.com  November 18, 2011

W
ee

ke
nd

 T
ra

in
in

g

State Law Enforcement Grants
Funded in FY09-10  and FY10-11 from Temporary Tax

Funded Previously from State General Fund
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Allocations – prior to July 1, 2011
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NewAllocations  as of  July 1, 2011
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newas of  July 1, 2011prior to July 1, 2011

Motor Vehicle License Fee Account Allocations
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Post-Bell Bills
AB 229 (Lara, D-Bell Gardens):  State Controller (SCO) local audit oversight.

Financial audits must be filed with the SCO and must comply with US Comptroller’s Gov Auditing 
Standards
Must hire from list of auditors approved by SCO, cancel multi-year contract if auditor de-listed, 
change lead auditor partners after 6 yrs, hold 10% of fee till SCO certifies audit. 
SCO may hire auditor at agency expense if audit not filed on time, access audit work papers.

AB 253 (Smythe, R-Santa Clarita): Establish State Controller’s committee on 
reporting and accounting procedures.
AB 187 (Lara, D-Bell Gardens): State Auditor’s High Risk Local Agency Audit 
Program.
SB 186 (Kehoe, D-San Diego): Authorize SCO audits at city expense to ensure 
compliance with state law, grant agreements, local ordinances, and determine 
fiscal viability.
SB 449 (Pavley, D-Agoura Hills): Authorize SCO to audit any local agency. 
Preliminary review, audit, financial review committee.

Dead & Gone

Stalled

SIGNed

Stalled

Stalled
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Municipal Bankruptcy 
AB 506 (Wieckowski, D-Fremont): Prohibits local gov’t filing Ch.9 Bankruptcy 
without first receiving permission from a state appointed “neutral” evaluator 
(a.k.a. arbitrator). 

Public Service Contracting
AB 438 (Williams, D-Santa Barbara): Imposes restrictive requirements on 
public-private contracts for library services.  Impedes local determination of 
the most efficient & effective way to provide services.
AB1087 (Brownley, D-Santa Monica): Authorizes county to audit a city seeking 
to end a public safety services contract (city finances, revenues, ability to run 
its own public safety department). 

Pre-paid Wireless Taxes & Fees
AB 1050 (Ma, D-San Francisco): Convene a stakeholder group to develop a 
method of collecting state and local taxes, fees and surcharges from pre-paid 
end-use consumers.

AMENDed / SIGNED

Stalled

Stalled

Stalled


