
Exhibit 1
Gann Appropriations Limit Analysis

Article XIIIB of the California State Constitution, more commonly referred to as the Gann Initiative or Gann 
Appropriations Limit, was approved by California voters in November 1979 and placed limits on the amount of 
proceeds of taxes that state and local governmental agencies can receive and spend each year. If an agency 
receives more revenue than the Appropriations Limit, the excess revenue must be returned to the taxpayers 
through a tax reduction or refund within the next two years. Alternatively, the agency can increase its 
Appropriations Limit through voters’ approval.

Each year’s limit is based on the amount of tax proceeds that were authorized to be spent in Fiscal Year 
1978-79 in each agency, modified for changes in inflation and population in each subsequent year. The City 
Council must adopt, by resolution, an Appropriations Limit for the following year. Using the population and per 
capita personal income change factors provided by the State of California, the City’s Appropriations Limit for 
FY2021-22 has been computed to be $119,175,291. Appropriations subject to the limitation in FY2021-22 
budget total $82,333,227 that is $36,842,064 less than the computed limit.

The following chart shows the annual Appropriations Limit and the tax proceeds received since Fiscal Year 
2012-13. The amounts for Tax Proceeds have been restated to exclude Franchise Fees, which were 
inadvertently included in the past, which is inconsistent with the law. The City has not exceeded its annual 
Appropriations Limit in any single fiscal year. The City has been under 80% of the limitation and should not be 
impacted by the Appropriations Limit.
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 * In prior years, Franchise Fees were inadvertently included in the calculation of the tax proceeds, which is  
    inconsistent with the law. This chart has been corrected to show only tax proceeds subject to the limit.
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