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Financially struggling city weighs sales tax increase
Council asks staff to research issue

Author(s): Liz Neely STAFF WRITER Date: January 21, 2008
Section: LOCAL

La Mesa city officials might ask voters to raise the sales tax to offset
a budget deficit caused by inflation and declining revenues.

The city has a shortfall of about $1.5 million to $2.5 million. City
officials say the gap is caused by rising costs of doing business such as
climbing gas prices, higher insurance and utility rates as well as lower-
than-expected sales and property tax revenues.

"We have to look at all the possibilities out there, and let the people
speak," said Councihnan Dave Allan.

Cities throughout San Diego County have gone to voters before. EI
Cajon, Vista and National City raised sales tax rates in the past few
years, although tax opponents in National City will have a measure on
the November ballot to repeal the increase.

Tomorrow, the EI Cajon City Council will discuss possible tax
increases to help pay down a growing deficit. Imperial Beach also has
discussed a possible tax increase.

Balancing the budget has been an ongoing struggle in La Mesa, a
predominantly residential community in East County with little room
left to build. The city went through two rounds of layoffs in the 1990s.
In 2004, La Mesa voters approved a bond measure for new police and
fire stations.

In recent years, La Mesa has cut expenses an~ eliminated positions,
said City Manager Sandy Ked. Fiscal 2007 Offered a rare reprieve. A
residential building boom and other factors all wed the city to hire 12
employees, including four police officers.

But money is tight again, Kerl said, and employees make less than
they would in other San Diego County cities.
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"No decision has been made about whether it will be on the ballot and
if it is, what it will look like," Kerl said. But "if we do nothing, if we
add not one more cost, we will take down reserves. "

La Mesa's budget for the fiscal year ending June 30 is about $128
million, including a general fund of about $39.3 million, said Gary
Ameling, director of administrative services. The city's policy is to
maintain reserves equal to 15 percent of the general fund.

Reserves are intended for one-time costs and emergencies. Some cities
use the funds for cash flow during the first part of the year as they
wait for property taxes to roll in.

La Mesa, like other cities, is also worried that the state, which is
facing an estimated $14.5 billion deficit, could raid tax revenue to
bolster its bottom line.

The council voted 4-1 last week to instruct city staff to study the issue
and report back, possibly in March. The council will have to decide
whether the tax would be for general purposes or specific services,
such as police and fire protection. The council also would consider
whether to place the measure on the November ballot or hold a special
election, and how much to raise the tax rate. A quarter-percent
increase could raise about $2.9 million annually, city officials
estimate.

City officials plan to survey residents to get feedback.

Councilwoman Ruth Sterling, who voted against studying the issue,
said she would never support a tax increase. Sterling said the sale of
city property and other projects in the pipeline should bring in enough
revenue to balance the budget down the line. Until then, the city
should use reserves, she said.

"To go to the people and ask for a tax increase is not the wise thing to
do," Sterling said.

Councilman Ernie Ewin said that if the council were to put a measure
on the ballot, he would like to see a sunset clause. Ewin said he would
want to defme exactly "where those funds would go so it's not just a
blank check. "
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