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ROOM 205 
915 I STREET 
SACRAMENTO. CA  
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PH 916-264-5300 
FAX 916-264-7680 
TDD (ONLY) 264-5819 

SUBJECT: 	Opposition to SB 147 (Ayala) 

Dear Senator Ayala: 

I regret to inform you that the City of Sacramento opposes your SB 147. This bill requires all local 
government agencies to submit virtually all long-term lease debt, certificates of participation as well 
as certain other forms of nonvoted installment-basis equipment financing to a referendum of the 
voters. 

The City of Sacramento finances a wide variety of essential equipment purchases and capital facility 
construction by means of this form of indebtedness. Having to submit each and every debt 
instrument of this kind to a public vote will interrupt the city's ability to manage its traditional 
programs and services for no significant benefit to the public. The City does not use its authority to 
incur debt to an excess and enjoys an excellent credit rating. The taxpaying public in Sacramento is 
well protected by responsible local leadership on the City Council and the city's professional staff. 

In this city, certificates of participation have been used to borrow funds for the purchase of 
recycling trucks, a city telephone centrex system, street light retrofit, radio communications 
equipment, energy retrofit of the community center, traffic signal LED retrofit, construction of police 
substations, building permit software management system, geographic information software 
system, etc. 

Please contact the city's lobbyist, Ken Emanuels,.if you would like to discuss our opposition at 
greater length. Thank you for your consideration of our views. 

JS/mecv 

C: 	Senator Patrick Johnston 
Senate Local Government Committee 
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Senator Patrick Johnston 
State Capitol, Room 5066 
Sacramento, CA 94248-0001 

SUBJECT: 	City Opposition to SB .147 (Ayala). Hearing in Senate Local 
Government Committee on Wednesday, March 5. , 

Dear Senator Jo 

The enclosed letter to Senator Ruben Ayala explains our opposition to SB 147. The bill is 
set for its first hearing in the Senate Local Government Committee next week, March 5. 

As you can see from our letter to the author, requiring lease debt and certificates of 
participation to be submitted to a referendum every time we use them to finance a capital 
project or an equipment purchase would be very disruptive. It would delay our equipment 
replacement schedules and prolong and complicate dozens of the small capital 
improvement projects. The key question we would ask, for what benefit? We manage our 
debt very conservatively. Our credit rating is excellent. We are not overly burdened by 
irresponsible debt. 

We believe that the demands put upon us by SB 147, submitting to the voters the routine 
borrowing we use in the forms of long-term lease debt and certificates of participation, are 
not justified by any statewide misuse of these forms of debt. We respectfully ask you not 
only to vote against this bill but also speak against it as an unreasonable new burden on 
well managed cities. 

As usual, thank you for your consideration of our views 

JS/mecv 

Enclosure 

CALIFORNIA 	. 



AMENIDEDIN s6NArg FEBRvAn 13, 1997 

SENATE BILL : 	 • 	• 1 No. 147 

- Introduced IliySenator.$ Ayala and, Kopp 

;anuary•13, )997 

e-2 -eif;:-467--tolet- Y4i4ele---1-75 
r i4H,EktIl!tte-4-4) ....ittiett -4  

eff----1 -tlifi—  - 4 ArtiOe 14. (OolinTle :birt NVith.:Section 
63597) to Chapter 3 of : Part 1 of )::tpo,si,on 2: of Title 5 of the 
government Code, , refating to local agency borrowing. 

A 	 LrECIISLATI 'VE COIINSV.L'S 0161',S1 

0 
 . SB 147, as amended, Ayala; LOc.at: agency borrosvog. 
Existing : law requiyas that in specified :cireUrnStances cities, 

Otintics,: ,  And other locai ;agducies 0::),L4in voter 4pp:1-ova1 for 
the imposition of g'c:neral or sPecitil faxes or the issuance of 
bOnds.. 

This bill 'would require that no Oity:,.. tounv; or local agency, 
61/4.1iiig: 44 charter city,. a ,Iehom, district, or a cominunity 

colleg0. district: iizt:'s, incur any :indebtednesS, as ciehned, 0/7 or 
after Januaq 1, 1998,, without prior vproval by a majority of 
the voters. • 

Vote: :majority, Appropriation: no Fiscal.  committee: no 
State-mandated local progr*: no 

Os 
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The people of the State of Coliforetia do Moot as follows: 

1 	SECTION 1. A-r-tiele- 2.5 (coonneneing 	wit4 	Section,  
2 	• 	 • 	t1-6-6,174)41644-itle.. 3 of the 
3 F,e,Vdtiiirt:lit 	Coderrestil ,  
4 
5 
6 
7 	3994-31,--714.01tfttiiii,t-tttilif . py,coiti-e4 	law, ne 
8 eeenty-i-rnttY-r-inetit--, 	i7it.itlebteditess---,7witheat 	priof 
9 ?milt* .  . 	 ; 	the 	eelseting 

10 	' 	' 	• - 	• 
It 	.• 	!' be-4.4,stt0'-.-ftt-iiiStietti-te-a-stottte 
12 which reqttirtn ;a 1eas'4.-oyity A;..etek4.-epp,i . ev.ah--- the 
13. 'e1eetiete.oislSat---tsfatttte--Shtill--'-be'-Wt3f1-te 
14 .. 	• 	: 	' 	 If 	• 'the itttl*ti..ktines-'7it-te--43e 
15 : 	 -atith.efiy4fieleds.--not. 	otherwise 
16 fetini.00---eleet4t#17-4ppfoval, 	the eettnty 9kii141--e11311.---witit 

*-406434-ime4640115-144.6-4:-IieleT 
18 	2-994:54:-- ttivOSC3. 
19 	 • ' 	' . 	.-0,p*i+H)4iitts--tiioney 
20. ,e.tu4tie-..7.--tet.-4e6titt41-0"--,f4ocit-ifititib,16,77it*-et- 0g -ref 
21 thing. 	in----Wikielt4heentnity-inettes 
22 n oLii 	 arty kind in retui -4c 
23 t:he--el!tiritiett-te-rn4lte-'7ihofte-'7Tayfnents----eetkthit'ies--beynftel 
24. the ;fiNtil: yew, 	which 	 the obligation 
25: :• 	• 	oty;• -tittli*etiOftH4w4oifit---the 
26t'attf.teip-7- Y---.14*-44er.ttftil-4 
27 'the- coenty of any ebrtirleate-44----riattiei-patiett:7--shate-in 
28-  	I 

, 	. 	• 	, 	. 	 . 
30: 	(1))--getwit-1ts-taftflin#----ti-l*,*4siert-, 	iadebtedness 
31 tlees—not trientOct ret-- -etPleyet.8.7-se•Mee* 
32 inelt4int-eity4tibet-eenteeett. 
33 	 ,(a), 	indebtedness 
34 'CIOC3 ..  not ineludc. any 	 -tngibie  
35 i+L-7.10ilit.04.14f,-,-- 	 j 	'• ftleti+9 
36: art nal& to a Sittle-'--eiltity 	 :tangible 
37 prepettyr:.-any,hich • ihteleK-'7 701-7!4-4-ie.'-le.ase.7--paynierft 
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ot-teasit---ie-neteseittr-clivitie.4, 	or- seettriti.5*-411-any 
titattnet. 

(d)  For lytwposes- 	ofthi$ 	artielei-a-tOuitty--shft11--be 

tftiffSt. 

• (404.!-in .SCctio()-6-58-24--itt 
which 	 p0:: inalte7-konefit9 
as-deseribed-iri-sobtliv*oft-ER)..- 	. 

(c)  The : provisiops . 	 to 	- aity 
rettovelOptriont agency -wit.14--:*--rojeot-,--tOoer-i-witititt 	the 
betittatiries4the4eu* 

(4); 	.indebteeines 
cfoes-:--not---itta4trf4y-dett;t-- ,4cOtifeiw-ly 	by any 
SpeeitiSeSSItt44:-a#-detitte4-7-4--iscterole4CIO D of the 
ettlifemie-Gefts4ttietii 

jeet--7-to-this 	ark* 
s4104-be- PtiePes:li4-4>y 	irn ounoo-or-7f0soltitionLef-the 
iegistative--body--of 	 Tho 	-ot,din-artee -or 
reSoittt-ieti--fitwOpirt the itntlebtOttofilltall--i.ittehttle--the ,  
atilettet-afiti--.-pttOpose7-4-4ht---p . 	. 	• 	 . 

(b) 	Extept-astpytwidett-in-Ittbdivision (c)r-ele-eleet-ioti 
eli-itil-itidebtetlile4-7-0titet,-..--to 	this article 	. shall be 

— 416 etttfeveitte-genetiett-,---err--- 
5 eefrs.elittme€11.-:-*44 a 	eri -4—autttle--ptifotr-----ele0ert-;tt 

27 eleefiee-et-witiek -64.1----el--the4-eieeteri-Of-Lthe-eettitty-ere 
28 ent4let,46-itote• 
29 	 lcgiotative 
30 	 .eqj-do thet-41ttet!tion7on--atly 
31 	 -at—any---eate 
32 otherwise-te+nktt.te4517-4Y/-4W-44w-efAtti+Y--sh-01-beitf 	t4le 
33 ee,A-efatiy-e;eeti!)tt-ite44-t3etuAtelit-4e4114046440: 	Aft 
34 eiet1iefi---heiti-i,milittt--te-414i--. 	 deefile4 
35 
36 
37 	 )roNlidc-4-40---this-artiele; 	the 
38 	 'en6--of-the---thet 
39 ea4s--en--eicetio-parauteli- 	 .9-they 
40 titttit--be---artAieable,7-ahtil-1-,-goverit--all. ac  et ions conducted 
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2 	anytttintible ,-*opetty7 
3 	 the-etty47-pftytneftts-ate, 
4 nittEleHte-a-s.ingle-ent-it-):...--vehieh--:-0 ,49-the---tikngible :propel* 
5 erithin-othick-intere64--in--the---Jettse- -Dernefre 	tkOan--not 

foeletti4sleeli-or4eettoiizitcd-lit-t linemen 
7 	 , a city bnfl be  deemed 
8 +0-4tiettHt, 	 le--7e4Y 
9 Ny4c1it-a-ieintr ,-00wers-t-therei4, 	 

10 2,tittheas- -fiefritc-il- 	en Scc.itiOn 6585, 	 city  
1:1 	

. 	. 

12 4.044%440440 
13 
14 
15 
16 
17 
18 
19 €4144iunin-CLens ,titotiOnT 
20 	: 4344978+.(a)-- .:Arny---inelebtenbjeet-L-ter--143--tlaiele 
21 slinit--be-INoPesefl .-..-.b•y--7-en--  
22 oi .i'310tie0y.---of-r-the-- -rei4y: 	The brdinttitC le-LOi.--iefiolution 
23 	• - 	' -mit; 
24 pttive:stip-L.othe-=trni5e4-4n4tc ,lines.s 	4ntd tk --014--opett 

5 whieh-itn-efection-Att11-71:00(1-q-Oon-Oie--iS.stte; 
6 	 • 	' ision (0), the  election 

f1e 	provisions 	 	y 
•ojeef -twett--wit,hin  tho  

ies-of-the-eity: 
intlOte-ditess 

ivOY 	by an*/ 
ed, In  Aftit4e . . X114-6! -of-the 
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28 
29 St. , ilegenertil-.4ect-iOnr-or 
30 e1ectiolat-Nieh-ic44- 	of the-e4eLlirn ,s4-of-L-ihe-Heitare 	entitled 
31 to-m.4cl 
32 	(.0.741FAVA146+ftildiftt- ,ffeb444011 	(b), :;t1te—iegis.littiye 
33 i3t)EbL-:E:e'f---t'he:;--C 	1 	 , 	 ty-:  on --any 
34 indebtedness 	propoled 	31tall: :be heAl  
35 OtileSvise-,19,eeniitteetwl- ,44te--eiil.+-43e.04ie--eost 
36 esf----131:YyL—c4eefiOit—liel-d--7 
37 	 t9-141  Yi4e41-7 1 4141,e--  deemed 
38 	 --70te- eleeti4ff 4t -id 
39 1*tleeineela-Mitte;nitintittio: 
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1 	(4) Except .ea—ether*:+se 	p 
2 	• 	 . 8--e*I*15--,ef-tqie—eity-7 7 1vat—ettli 
3 fmt-eleet.ien--pi 	1,0 	this ale, 	ingeffas--rtheytniay-he 
4 applieitHe7-:-shilll govern. 	'all-teleoietr:4:-,ee*etetl-.7rwsttattt 
5 :te--.4tiO-atatiell-ahit+-ber,-Pret3itieti.-Littlf44nelutle4--in the 
6 	 . 	 ,c;aph 	7..:1,mpart:t0 
7 Hal.4.1.y.sis44,1,146 -iett--9-1.C.43-*-9280 .  :Of  the ,T1e0e69 
8 '•€.6.067 -11nf,l'-'4kitiitivii: *44.00.0 -4Hot.--1**Itt—te 
9 :fi.eetienti.9-176.67,::lhel-at3eriot 	Scetiqn 

10.: 	• ' 	• 	: 	 Scctto4 *81 	to 42%77  
11 	,  
12 	SEC. 3.: Article 14 (commencing with Section 53597) , 	• 	• 	, 
13 is .added to Chapter 3 of Part . 1 of DiviSiOn.2 of Tick -  5 of 
14 the GOvcrninent.code, to read: • 
11 	• 
16 	. Artjele 14. Local :Agency Bon:Owing. 
1/ 
18 	53597.. .NotWithstanding any other provision of law, no 
19 , local : agency 	 , irtiluding a. 
70 : charter City,: a sOhaOl... 	or a : 4"oltinuit4y .  college 
21 ;dtru t. may irtc:ftr. arty .indgi,tedness on or after .  January 
22 1,.:1998, Without prior, approval by a rnajonl of the voters 
23 of the .local : agency voting in an 'election : on the .question 
24 of mew ring cach specific ind btednc ss If: .:debC is to he 
25 _Issued pursuant to . a statute which ; :requires :at least 
26 - majority vo. t(:.:,;(- approval, the: election ..provisions" of that 
27 staltite shall be followed to SatiScy tiLlS tie4uirement. If the 
28 indebtedness is to be ineurred .pursualit to authority 
29 which does not otherwiSe iccit.tire .cleCtOral. •approval, the 
30 local 'agency shall comply With the eieetiOn provisions of 

this article
32 . 	.53597:3. (a): :  For parposes of thiS article, indebtedness 
33 means any transaction in which the local agency obtains 
34 money or 1.1:16 . ■4;se :  or control: Of : funds :tangible': assets, or 

other thing • Or Setvicel of Value, and in': .'Which the local 
36 . agency: incurs:: an obligation to :rnake 1)0.yrnol)1s.  of any kind 
37 in return, '. if :; the obligation to Make those, payments 
3$ continues .beyond the 'fiscal ' r n Whieh.l: the .Obligation 
39 is ..first LncwrLd Indebtedness includeS•: any transzIctiOn 
40 involtthg •the ;.  issuance by the local . agency Or by any other 
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entity On behalf. of the local agency of .anY certificate of 
participation, share in an installment :sale purchase 
contract; . leaseback, lease sale purchase, or similar 

4 transaction. 

	

5 	(b) Notwithstanding . subdivision 	(a), 	indebtedness 
6 does not include any centract for employee services, 
7 including any labor contract. 

	

8 	(c) Notwithstanding 	subdivision 	(a), 	indebtedness 
9 .does net indudg any lease of any tangible -property, 

IQ including any bailding, In which the ; local agency's 
11 `payments., are made to a single entity which oWns the 
12 umngihle property, and in Whieh interoSt in the lease 
13 payment stream is riot resold, divided, or sectiritiz.ed in 
14 any manner. 

	

15 	(d) For Purposes of this article, a local agency shall be 
16 deemed to incur inckbtedtieSs if the Ioci1 gency enters 
11 into a, transaction With a joint pOwers . authority, including 
18 a NlarksR.00s Authority, as defined in Section 6585, in 
19 -which the local agency incurs an obligation tO make 
26 payments as deScribed in subdivision (a). 

	

21 	(e) The provisions of - this article apply to any 
22 ,redevelopinent agency with a :Project area within the 
23 . boundaries of the local ;agency. 

	

Ale 	(f) Notwithstanding 	subdivision 	(a); 	indebtedness 
does: not include -  arty-ile1.4-..,■(.;ctircd 	 

6 St*eeial--fts'ses,sitie 
27 ,-Qal:ifetiltia-C-etistiteni. of the follolWitg: 

	

28 	(1) . Temporary Borrowing pursuant -  to Article 7 
29 (cOntmencing with Section 33820) eff Chapter 4. 
36 . - (2) Temporary Borrowing pursuant 0 Article 7.5 
31 (commencing with Section 5. 840) of Chapte.r 4. 

(3) temporary BOrrowing .  pursuant to Article 7.6 
33 (commencing with Section 53830) of chapter 4. 

	

34 	(4) Grant Anticipation. :Notes pursuant to Article 7.7 
35 (cOmmencing with Seci,lon 5385:9) t)tfehapiei-  4. 

(5) Oebt secured exclusively by a .special assessment as 
37 defined in Article riff p of the California Constitution. 

	

38 	(6) Revenue bonds issued pursuant to the following 
32 provisions of law !if the revenues Pledged to bond 
40 repayment are derived exclusively from 'the charges, fees, 
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tolls, rotes, rentals, or other iiie. ntified ettle,rprise revenue 
2 activity, 02c1nOt ft  am lease payments:, 	. 
j 	(A) Chapter 14 (comniencin4 vith , ection 26301) of 
4 Division 2 of Title 3. 

(41) Chapter 5 (commencing With. .Section 4950) of 
6 Pad 3:.of pivOion 5 of the health and Safety Code. 
7 	(C) Chapter • 5 (connu'ncin 	vith SectiOn 32315) of 
8 Divisiolt 23:of.the 11calt4 and Safety. Code
9 	.(D) Miele::5 (coMmencing with .SectiOn 34350) of 

10 chapter'', 1 of Part 2 of Division :24 of the health and Safety 
Code, 

12 	(E) :Article 6 . (commencing 1 ,ti(ith Sction 16571) of 
13 Chapter" 4 Of Division 7 of the PuhliaUtilities Code. 
14 	(F) Chapter .6.  (com)iencing v,th ScetiOn 17001) of 

Division 7 of thePublic:Utilities Ode. 
(G) ChcIpter :4 (cornrnenctni pith. Seeti'on 36300) of 

17 Part 6 of Diviiion 13 of the ;Water Code. 	. 
14 	53591.8. (a) Any indebtednes& subject' to this article 
19 Shall be proposed by an . ordinance or reAolution of the 
20 legislathe lic.8.1Y, of the !oda! agency 	ordinance or 
21; resolutiOn proposing the :  indehtednes.s. ; shall include the 
22 amount :. and;i:pUtpose of the pf(5p;*4 :  indebtedness and 
23 the date upon which an election .shall :, be :held upon the 

. 24 issue. 	' 
25 	(b) Except . as provided in siftidivision (c), the election 
26 on any indebtedness . stibject to this article shall be 
21 eonSolidated•: with a statewide primary election, a 
28.  :talcw.icle general election, or a tegularly Scheduled local 
29 election at which all of the elecOrs of the :local agency arc 
3Q entitled to vote. 
3  k 	 stibtlivisic0 	(b), 	the 	legislative 
32 body of the 10411 agency may provide that .'the election on 
31 any indebtedness proposed: shall he .held at any that 
34 otherwiSe perillittcd bY law; '1 he local agency shall bear 
35 the cost of any election 'Jh e ld . pursuant to I'tlic uh.division. 
36 An election held pursuant to this subdi .V.isiop Shall be 
37 deemed': at !lie: request Of the : local ageriey calling the 
38 election : and shall not be:deetned ki.state MAtiditd. 
30 	(d) F,xeept Has otheiwiSe provided in this 'article, the 
40 provisions of law regulating elections of the local agency 
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.

that calls an election pursuant ; to this ariicle, insofar as 
they may be . apPlieable, shall govern, all • elections 

3 *condurcted pursuant to this : article. there .shall he 
4 prepat'ed and included in the ballot': material prOl'iided to 
5 each voter, an imparti'al analysiS pursuant to 'Section 9160 
6, or 9280 ' of ' the Elections code, and .:ar4Unients and 
7 rebuttals, if any, pursuant to. Sections 9162 to 9167, 
8 inclusive, and Section : 9190 Of the Elections , Code or 
9. pursuant to Sections; 9281 to 9287, inclusive, and Section 

10. 9295 of the Elections Code. 	' 
11. s'Ea 2, the  Lesisleaure finds and declares: that the 
12 issuance of nonvoter approved debt by loCal .:officials can 
13 affect the credit ratings of all Of the . state 'S lOcal agencies 
14 and increase taApayers' costs for public borrowing, and, ' 
15 as Such, is an iSS1,10 of statewide concern. 

9K 
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