
 
 
 
 
 

 
Yountville Town Council 
Staff Report 
 
 
TO:  Mayor and Town Council 
 
FROM:  Kathleen Bradbury, Finance Director  
 
SUBJECT:  Introduction and Review of Appropriation (Gann) Limit Calculation for Fiscal Year 2010/11  
 

Meeting Date:  June 15, 2010 
Agenda Item: 12 
Reviewed by Town Manager: SRR 

 
INTRODUCTION 
 
This report is presented as an informational item to provide an overview of the legal requirement that the 
Town calculate and adopt an annual appropriation limit and to review the calculation for fiscal year 
2010/11 which will be adopted as part of the Town’s budget.  
 
BACKGROUND & DISCUSSION 
 
In November 1979 the voters of the State of California approved Proposition 4, commonly known as the 
Gann Initiative. The Proposition created Article 13B of the State Constitution, a law that requires the state 
and local governments to adopt an annual appropriation limit. 
 
The appropriation limit, also referred to as the “Gann Limit,” establishes a limit on the proceeds of taxes 
that may be appropriated for spending in a given fiscal year. The limit is adjusted each year based on an 
economic factor calculated using the change in the cost of living and the change in population.    
 
In order to deal with an increasing number of concerns regarding the restrictions of Proposition 4, and to 
increase the accountability of local government in adopting their limits, the voters approved Proposition 
111 in June 1990.  Two of the provisions included in Proposition 111 were to provide for an option for 
local government to select from adjustment factors that would allow them to be more responsive to local 
growth and to require an annual review of the appropriation limit calculations. The adjustment factors for 
the change in cost of living can be based on either a change to California per capita income or a change 
to non-residential assessed valuation in the Town limits.  The adjustment factor for population can be 
based on either a change to the population in Yountville or a change in Napa County.  
 
The base year for the calculation was 1978/79, and the economic factors are used to calculate the 
adjustment for each year.  The calculation includes only revenues that are classified as proceeds of taxes 
and allows for certain exclusions including interfund transfers, capital outlay, payments for debt service, 
and appropriations required to comply with mandates of the courts or federal government, such as FLSA 
overtime or payment of FICA/Medicare tax.  
 
The state law also includes a provision for the voters to approve an override of the calculated 
appropriations limit for a period not to exceed four years.  The Town currently has an approved override 
of $900,000 which will expire on June 30, 2011.  The Town has not exceeded the appropriations limit, 
and thereby not found it necessary to use the override, however the structure of the Town’s revenues and 
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the potential for future growth provide a basis for maintaining a voter approved override, which the Town 
has done since 1985. 
   
The Town’s General Fund revenue structure, as estimated for the 2010/11 fiscal year, is composed of 
83% in taxes:  57% transient occupancy tax, 14% property tax and 12% sales tax.  Staff review and 
analysis of revenue and potential growth over the next five years have lead to a recommendation to ask 
the voters to maintain the current override of $900,000 to allow the Town room for revenue growth and, 
should that growth occur, the flexibility to appropriate and spend additional revenues for Town programs 
and services in future years.   
  
 
 
FISCAL IMPACT 
 
Is there a Fiscal Impact? N/A 

Is it currently budgeted? N/A 

Where is it budgeted? N/A 

Is it Mandatory or Discretionary? Mandatory adoption of appropriations limit at time of budget 
adoption. 

Is there a Staff Resource Impact? Time spent by the Finance Director to prepare worksheets and 
calculations. 

 
ALTERNATIVES  
 
None 
 
RECOMMENDATION 
 
1. Receive staff report and direct questions to staff. 
 
 
ATTACHMENTS 
 
1. Appropriations Limit Calculation Schedules for Fiscal Year 2010/11 
 
 


