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COJNCIL COMMUNICAT.ON

T0: THE CITY COUNCIL COUNCIL MEETING DATE
FROM:  THE CITY MANAGER'S OFFICE JUNE i5, 1988

SUBJECT:  REVIEW OF THE PROPOSED SAN JOAQUIN COUNTY TRAFSPORTATION SALES TAX

PREPARED BY: City Manager

RECOMMENDED ACTION: That the City Council review the Council of
Governments  staff issue paper addressing a
transportation sales tax in San Joaquin County and
transmit to the COG Board of Directors comments as
deemed appropriate.

BACKGROUND INFORMATION: " A copy of the COG staff issue paper addressing a R
transportation sales tax in San Joagquin County was =~ " .~
distributed to the City Council last week. The:

. €06 Board would. like the City's comments on thxs
issue prior to the Beard's meeting on June 28, otk

1988, at which time th'ts matter will be considered. A copy of this paper is =

- attached (Exhibit A}. I have invited a representative of the COG staff to be = .~
present at wednesday mght S meetmg to pr‘@sent tms 1tem and answer any_,

questlons Councﬂmembers may have..;. R b L R
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% @— SAN JOAQUIN COUNTY COUNCIL OF GOVERNMENTS

LEXHIBIT A

1860 EAST HAZELION AVENUE
STOCKION, CALIFORNIA 95205
TELEPHONE {209) 468-3943

May 9, 1988

Mr. Thomas Peterson
City Manager

221 West Pine Street
Lodi, CA 95240

Dear My. Peterson:

Attached is a preliminary draft of a COG staff issue paper regarding a transportation sales
tax in San Joaquin County. As staff we are particularly interested in informing decision
makers of this financing option that is being utilized by a number of countiesand will
potentially be enacted by many more in this year. A copy of this ﬁreliminary draft is being
sent to every City Manager and the County Administrator in the hope of generatin
comments on what additional material needs to be included in this paper. Please share it
with your staffand policy makers as you see fit. | am available to discuss the issue with you
and your staffor with your elected officialsif you so choose. The COG Board will likely
review the draftissue paper on June 28, so I would appreciate your comments by June 10.

It is important to note that the COG Board has taken no position and has had no substan-
tive discussions on a transportation sales tax. The issue paper is not meant to advocate or
oppose any sales tax measure. This paper isan explanation of the Transportation Sales
Tax, its origins, how it hasworked elsewhere, options, and prospects for implementation in
SanJcaquin County. The paper isfor discussion purposes only. THISIS A PRELIMI-
NARY DRAFT. The conclusions are those of staff, and have not been endorsed by the
SanJoaquin County Council of Governments’ Board of Directors. It is meant to assist
policy makers in decidingwhether such a measure is appropriate to San Joaquin County,
and educating them as to how such a process works.

In 1988 the issue of whether to ask the voters to approve a sales tax for transportation

purposes is a complexone. Besides the understandable reticence to ask voters to tax

themselves, there are two transportation enhancing measures on the state’s June ballot,

there could be as many as thirteen transportation safestax measures this year in separate
counties, and there islegislation in progress to allow San Joaquin County to create a Jail
Authority to raise a sales tax for adult detention facilities and crive prevention programs.

All these, to some extent, have an impact on the decision of whether to try a transportation

sales tax vote in SanJoaquin County. A transportation sales tax is a possibility though, and
depending upon what happens with the issues described above may be essential if San

Joaquin County‘s local governments expects to participate in setting the future transporta- -+
tion agenda for thisregion. N Majdri& . ma\jon’fy o Hhe mcoqrm‘il"
The procedures for taking t/f(e_transportation sales tax to the yvoters js not a complexone. It
requires the creation or the designation of an authority to ggepare aplan. The plan would

then be approved b ew&{»lzifés—of the cities representing population. The Board

of Supervisorswould then have to place it on the ballot.” The sales tax would be either 5 1/2

or 1percent increase, but could not brin% the total.sales tax in a county to over 7%. A

number of counties have gone through this process in the past fouryears with mixed results.
Fresno, Santa Clara, Alameda, and SanDiego Counties have all passed such measures.
Tuolu;lmle, San Bernardino and Contra Costa Counties have all voted down a transporta-

tion sales tax. R
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Is the need great enough in SanJoaquin County, and are there other options? From an
objective standpoint it appears that the answer to both questions Is ges. For local public
works departments it is safe to say that annually they are forced to defer 50% or more of
their iocal road and street needs to future years. The County of San Joaquin very conserva-
tively estimates that $6-million in deferralsoccur annually. Future highway improvements
in San Joaquin County over the next 20 years will require over $100 miflion more than the
revenue available. Unfortunately that is a conservative estimate based upon project cost
estimates that are outdated or nonexistent. Routes 205, 120, 99, S, 12, 4,26, and 88 all have
present and projected needs that dwarf the resources available. And finally transit is going
to be asked to meet intra- and inter-county demand which will outstrip the Stockton
Metropolitan Transit District’s ability to finance.

There are options to a transportation sales tax. Orange County is working hard at exploring
public/private partnership arrangements. Thisis another way of describing means of having
developers pay for transportation improvements. Also Orange County sponsored controv-
ersial legislation that allows for several toll roads in Orange County. What appearsto be
happening though is rather than these being alternatives they work as a packa%e. Orange
County is exploring once again the sales tax option. (In 1982 a 1/2% increase failed passage
getting only 30%b of the vote.)

This paper concludes several things. First of all, a transportation sales tax is probably not a
likely event in SanJoaquin County in 1988. Propositions 72 and 74 are going to effect
transportation funding if they pass, or fail. Policy makers will need to h o w what those
effects are, Right now they can only be guessed at. A transportation sales tax requires
agreement between the local jurisdictions. While it does not require unanimity, every

portunity should be available for achieving that goal. In other counties the effort has
always taken longer than 6 months. The experience of counties going after a transportation
sales tax thisyear should provide a better perspective onwhat San Joaquin County’s
opportunities are. Also of importance isworking in coordination with the County of San
Joaquin which has a sales tax interest beyond transportation. What is the likelihood of ajail
and a transportation sales tax passing on the same ballot? Should they go on separate
ballots, and if so which goes first? Is there a compromise situation like that worked out in
Stanislaus County?

The funding of transportation purposes with sales tax revenue is not a brand new idea. The
BART counties added 1/2% to the sales tax in the late 1960sto create and operate the rail
system. Also, Californiapassed the Transportation Development Act in the early 1970s
which took 1/4 of 1% oftle 6%sales tax and allocated it for local public transit and roads =
and streets. The Transportation Sales Tax has been urged on county governments by the
Legislature and the Governor as a means of solving transportation financingproblems.
More recent efforts have met with mixed successin the state. Efforts in the early eighties




Mr. Thomas Peterson
Page Three
May 9,1988

had sales tax measures passing in Los Angeles and Santa Clara counties, but failing
miserably in Orange County. More recent efforts have seen success in Alameda, Fresno,
and San Diego Counties, but failures in Contra Costa, Tuolumne, and San Bernardino. As
many as 13 counties may have transportation sales tax measures on the 1988ballot. This -
should provide a better perspective as to the long term viability of using the sales tax as a
transportation financing tool,

Very truly yours, ' o

ANDREW T.CHESLEY
Deputy Director
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THE TRANSPORTATION SALES TAX AND SAN JOAQUIN COUNTY

A. INTRODUCTION

This paper is an explanation of the transportation sales tax, its
origins, how 1t has worked elsewhere, complimentary measures, and
its prospects for implementation in San Joaquin County. The
paper i1s for discussion purposes only. The conclusions are those
of staff, and have not been endorsed by the San Joaquin County
Council oOfF Governments’ Board. of Directors. This IS an attempt
to explain a growing phenomena in public financing and to provide
policy makers with guidance in approaching the subject.

In 1988 the issue of whether to ask the voters to approve a sales
tax for transportation purposes is a complex one. Besides the
understandable reticence to ask voters to tax themselves, there
are two transportation enhancing measures on the state"s June
ballot, there could be as many as thirteen transportation sales
tax measures this year iIn separate counties, and there is legis-
lation in progress to allow San Joaquin County to create a Jail
Authority to raise a sales tax for adult detention facilities and
crime prevention programs.

The procedures for taking the transportation sales tax to the
voters 1S not a complex one. It requires the creation or the
designation of an authority to prepare a plan. The plan would
then be approved by a majority of the cities representing 50% of
the population. The Board of Supervisors would then have tc
place It on the ballot. The sales tax would be either a 1/2 or 1
percent increase, but could not bring the total sales tax In a
county to over M. A number of counties have gone through this
process In the past four years with mixed results. Fresno, Santa
Clara, Alaneda, and San Diego Counties have all passed such
measures. Tuolumne, San Bernardino and Contra Costa Counties
have all voted down a transportation sales tax.

Is the need great enough in San Joagquin cCounty, and are there
other possibilities? From an objective standpoint it appears
that the answer to:both questions is yes. For local public works .-
departments It IS safe to say that annually they are forced to
defer 50% or more of their local road and street needs to future

years. The: County of San Joaquin very conservatively estimates

that $6 million  in deferrals occur annually. Future highway

improvements in San' Joaquin County over the next 20 years will ~
require over $100 million more than the revenue available.'

Unfortunately that is a conservative estimate based upon project. =

 fcost‘estimates_that’are outdated or nonexistent. Routes' 205,
120, 99, 5, 12, 4, 26, and 88 all have present and projected '

needs that dwarf the resources available. And finally transit is L

b’going to be asked to meet intra- and inter-—county. demand  which -

will outstrip the Stockton Metropolitan Transit District’s ébil*"ﬁﬂ"g

ity to finance.




N

There are options to a transportation sales tax, and they are
discussed later on iIn the paper. However, it appears that 1in
operation these are not so much alternatives as complementary
neasures that may or may not be implemented at the same time.

This paper concludes several things. A transportation sales tax
is probably not a 1ikely event in San Joaquin County in 1988.
Propositions 72 and 74 are going to effect transportation funding
iIfT they pass, or fail. Policy makers will need to know what
those effects are. Right now they can only be guessed at. A
transportation sales tax requires agreement between the local
Jurisdictions. While i1t does not require unanimity, eveﬁy oppor-
tunity should be available for achieving that goal n other
counties the effort has always taken longer than 6 months. The
experience of counties going after a transportation sales tax
this year should provide a better perspective on what San Joaquin
County’s opportunities are. Also of importance is working 1in
coordination with the County of San Joaquin which has a sales tax
interest beyond transportation. What is the likelihood of a jail
and a transportation sales tax passing on the same ballot? Should
they go on separate ballots, and if so which goes first? Is there
a compromise situation like that worked out in Stanislaus County?

As to whether voters will fpprove such a measure In San Joaquin
County is not the purpose of this paper. As many as 13 counties
may have transportation sales tax measures on the 1988 ballot.
This should provide a better perspective as to the long term
via?ility of using the sales tax as a transportation financing
tool.

B. WHAT ARE THE ORIGINS OF THE TRANSPORTATION SALES TAX?

Historically, the gasoline tax has been the major source of
revenue for road and street and highway improvements. California
has had a gasoline tax (cents per gallon purchased) since 1923.
It began at 2 cents per gallon and in 1988 is at 9 cents per
gallon. '@ Over time though, the buying power of the gasoline tax -
“has greatly diminished. Table 1 shows the California gasoline
tax adjusted to the CPI. (The CPI is for the San Francisco;Bay

_ _Area )

It would take a gasollne tax of 26 5 cents a gallon to equal 1940
revenue. What this table indicates is that the buying power of
~ - revenue from the gasollne tax is almost one third of what it was -
in 1940. What makes the dlscrepancy even greater is to consider °
that the number of vehicles on the road has greatly increased, TS
“the number of roadway mileage is up, and the standards to" whlchﬁh;if:ﬁ“'
we bulld and expect our roadways to operate is greatly lncreased,




TABLE 1

History of the California Gasoline Tax and CPl Adjustment

Tax/ cpPI Cents/Gal.

Year Gallon 1986 Adjusted to
1986
1923 2 .131 15.3
1930 3 - .130 23.1
1940 3 .113 26.5
1950 4.5 .197 22.8
- 1960 6 .256 23.4
1970 7 .337 20.8
1980 7 .721 9.7
1986 9 1.000 9.0

Source: Robert Allen, BART Director,

The state of California has raised the gasoline tax only twice 1n
- the past 30 years. It went from 6 to 7 cents in 1964, and from 7.

to 9 cents in 1983. It is unlikely that a gas tax will be lmple-
“nented in the near future. In 1981, the Legislature balked at a
. 5 cent gas tax increase, instead votlng for a two cent increase

and giving counties the option to vote for their' own. gas. tax
‘increase. This local option gas tax required counties to ‘submit. -
he proposition to the voters for a two thirds approval (8ix
“@fgotnties tried it with none getting greater than' 45% approval.
[,Interestlngly enough, at the same time Reno, Nevada passed - a 1/2/
‘sales tax increase for transportation getting 70% approval. o

In 1982, George Deukmejian was elected Governor promising not to
e raise the gasoline tax. .In 1986 he was re-—elected once again -
"~ promising not to raise the gasoline tax. 1In all public comments = = -
~--he  has  remained true to his word. The Legislature: has: not:
seriously discussed museerlﬂg the two thirds vote to pass a
.. _gasoline tax increase since 1981. With the state’s reachlng Ats
.-.Gann spending ceiling cap,’there is little reason: to raise’a
" gasoline tax. Added revenue could not be. spent unless ex1st1ng
~expenditures were reduced. This has caused some counties with
.. the-overt encouragement of the state to turn to a 1ocal salesheax
. option. . O

" The . sales tax is not new to transportatlon., The BART countles
eﬁlmposed a. 1/2% sales tax on themselves to- fund- the constructlon
“and. operatlon of 'a rail passenger sys*l:em._ka Also, 1n 19 ! he
~-state ‘passed the Transportatlon Development: A '

 of the 6% sales tax for public transit and :

‘transportation and "succeeded -in the courts in. upholdlngwthe
ffesults ‘of the vote even though it failed :to. . get :2/3" approval
;(the Rlchmond Dec151on) Wlth passage of such a measure'ln Santa




Clara Cqungy in 1984, the Governor, the Legislature and the
California Transportation Commission have all taken strong posi-

tions urging counties to utilize this revenue source.

SB 142 was passed in 1987 and Is a measure establishing set
procedures for counties to implement a transportation sales tax.

C. IMPLEMENTING A TRANSPORTATION SALES TAaX VOTE

There are two ways to present to the electorate a transportation
sales tax vote. The Tirst is the more utilized method, the SB
142 approach. As many as 12 counties nay try it this year.
Eight counties have already attempted this approach with half of
them succeeding. The second approach utilizes AB 999. It is
restricted to counties of under 350,000, and therefore does not
apply to San Joaquin County, but is the method being used by
Stanislaus county.

1. SB 142: Local Transportation Authority and Improvement Act

In 1937 the State Legislature passed and the Governor signed into
law, SB 142 by Senator stirling. SB 142 iS a generic enabling
legislation that allows counties to levy their own sales tax for
transportation purposes. Previous to this bill, several counties
had written their owmn enabling legislation. These had passed the
Legislature, but applied only to their own individual counties.
In 1987, the Legislature passed a number of individual county
sales tax bills, but were vetoed by the Governor. The Governo

preferred the use of the guidelines developed in SB 142. R

The provisions of SB 142 are not complex. The}biil ali0W$‘£§e
following: R A

Step 1
A County Board of Supervisors is authorized to create a new
Local Transportation Authority (LTA) or to designate an
existing Regional Transportation Planning Agency (RTPA) for

~ the implementation of a transportation sales tax. = (The bill =~
“contains certain rules and procedures for the Authority.). = '

' The Local Transportation Authority may 1lmpose a sales tax in - -
the county for transportation purposes if, two thirds of the

membership vote to impose such a tax for a period not to = =~

. exceed 20 years, and a_majéritY“of&thé,elec?ofsﬂy@tingfinﬁaht*?
. election, called for by the Board of Supervisors, approve.. . .

must be approved by the Board of Supervisors and'a majority -
of the cities representing a majority of the county’s.incor- .
porated population. The purpose of the measure 'is to supple-- -

‘-ment;not,replace existing;tranqurtatipnfrevenggklg~

- prior to such an election an expenditure plan for the funds = -



Ste
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The bill encourages a pay as you go approach, but does not
prohibit the use of bonds. The LTA is authorized to issue
bonds for financing transportation purposes with the expenses
paid for from the proceeds of the tax.

This 1s how the steps are actually implemented.

Step 1

The Initial choice to be made In the SB 142 process is
whether to create a new Local Transportation Authority or to
designate an existing Regional Transportation Planning
Authority. In the three counties that adopted sales tax
Increases prior to 19387, each created a new agency to handle
the money. For the two sales tax measures in 1987, San
Bernardino and San piego Counties, the existing rTPas have
been designated as the Local Transportation Authority (LTA),
The San Diego Association of Governments (sanDaG) will now »e
responsible for implementing the expenditure plan. The San
Bernardino Association of Governments will have to try to put
another sales tax measure on the ballot to have any function
as an LTA. But both _agencies will continue to exercise their
regional transportation planning responsibilities, and will
maintain their RTPA designation. The choice appears to be
based upon whether the RTPA Is a multi-county agency, and/or
what the existing political situation is in each county.

Step 2

Developing an expenditure plan can be difficult or easy. in
Sacramento County the percentage going to transit has Seen a -

continuous battle, and has united environmental groups advo- =

cating more transit dollars, and business groups advocating
less transit dollars in opposing the measure. In San biego
County, i1t took a year to arrive at an expenditure plan.
However, in Fresno County this was actually a simple proce-
dure that engendered little public controversy, or much
political gﬁ osition. In San Joaquin County this process
would probably fall somewhere between the two extremes.
Certainly an inventory should be spelizd out. This is

something that might be required of the coc in the adoption e

of its Regional Transportation Plan (RTP) in November. The == -
existing effort in the rRT? might be intensified to meet the .
demands of policy makers for a sales tax initiative.

Certainly major roles will be played in the effort by the Sén .
Joaquin County Board of Supervisors whose approval is =~ -

- . required, and by the City of Stockton which represents &% of R
the county’s Incorporated population. Still it would require . ° -
at least 3 of the remaining 5 cities to apgrove the plan as - -
omething that is". - -

well to secure a majority of the cities,
important to point out is that the endorsement of the plan is.
not the sawe as the endorsement of th- ballot measure. In .




Fresno County, there was widespread support for the expendi-
ture plan, but no political body took a formal postion sup-
porting the ballot measure.

Stepn 3

It 1S up to the Authority to issue bonds and take responsi-
bility for the payment. IT a pay as you go approacn 1s
taken, the r.7a 1S responsible for disbursing the proceeds to
the appropriate agencies.

2. AB 999

This approach is available only to counties of less than 350,000
population (January 1 1987). t was meant as a way to help small
financiilly stricken counties to Impose a tax increase with the
approval of majority of the voters. The key here 1s that only
the County Board of Supervisors is allowed to levy the sales tax
Increase, There are no provisions for allowing the approval of
Incorporated communities. There is no expenditure plan. Based
on provisions in the State Constitution, (Proposition 62) the
purposes for which the revenue is being raised ma*hnot,ge SRECAS
fied In the measure, IF a purpose is specified, then it becomes
a special purpose tax and would require a two thirds voter
approval, As It IS, Stanislaus County will collect the sales tax
Iincrease and p.r agreement will send 40% to the cities for trans-

portation. None of ™™~ ™ ' jncluded in the ballot language.
3. Potential San J' n Co. Sales Tax Revenue

In San_Joaquin Counﬁyh an additional 1/2% sales tax would raise
an estimated $8.4 miFlion in fiscal year 1988-89. Over 10 years
i1t would raise $110 million, The life of a sales tax increase

IS optional as is the distribution of the funds.

TABLE 2
“TABLE 2

Revenue Raising Potential of Half Percent Sales Tax Increase.
. 1988-89 . R0 ;i“-$r”874~m%ll%on'?'
. 19588-89 to 1997-98. - . - $¥18<0 million

' The administration of a sales tax increase is not great. The .

Board of Equalizatiﬁnlandfme;chantSQhave,worked with the system =

- for a lonq;time;iand_cénsumers‘are*quite.familiar with the sales

" tax.. The only difficulties that might be expected would occur in : -

i?thé*first?féWﬂmdﬁths;*butfiﬁﬂsale§=tgx;cdun;iesﬂthese;have'beenfﬁﬁff




TABLE 3

Effect of Half Percent Tax Increase On Taxpayers

Income Family Size Sales Tax Increase
$42,000 2 S 47
$27,000 4 $ 40
$55,000 5 $ 65
$18,000 1 $ 24

Derived from 1986 Federal Income Tax Optional State Sales Tax
Tables adjusting for CPI.

D. TRANSPORTATION sALES TAX EFFORTS
A transportation sales tax has been tried eight times since the |
Los Angeles landmark effort. It has proven successful in four
‘ and failed in four. Table 4 shows the results, and summarizes
- the purposes of these measures.

TABLE 4

Local Sales Tat Resultsv,

- Where Wheni O AT Result
“Los Angeles - 1880 T 'st—*Szﬁ
=7 Orange 1984 -t F -.30%
© " Santa Clara 1984 P = 54%
. Contra Costa 1986 F = 43%
“Fresno 1986 .. P - 57%
“'Alameda. . 1986 ... P - 53%
© Tuolumne - 1986 - F = 25%
‘San Diego 1987 P =-53%
F -45%

San Bernardino - ;1987

t,1s dlfflcult to draw any great conc1u51ons from these results
t appears that success and fallure .are’the results. of loca
1tuatlons, ‘and not’ indicative’of. any trend.M Republlcan regis
ration is-high in Orange, San. Dlego -and- San’ ‘Bernardino-Counties
Democratic: registration. does seem. to: helpvlelameda, Los: Angeles
reSno,_Contra Costa, -and Santa Cl z

ercentages of Democratic. reglster : ‘ : -
“out 'in the urban areas appears ‘to: help, but-San Dlego passed w1t
fonly a 32% voter turnout; whereas ‘Contra Costa falled wxfh almos

-63% of the electorate castlng ballots.fes




TABLE 5

Local Sales Tax Purposes

Where Purpose

Los Angeles Transit

Orange Highways and Roads

Santa Clara Highways and Transit

Contra Costa Highways, Roads, Transit
Fresnc Highways, Local Transportation
Alameda Highways, Roads, Transit
Tuolunne Highways, Local Transportation
San Diego Highways, Roads, Transit

San Bernardino Highways, Local Transportation

The ballot measures differed in each case. Fur instance, the

life of the sales tax 1s 10 years in Santa Clara County, 15 years

in Alameda county, and 20 years in Fresno County. Some are very
general in their description of what they are funding such as

the Fresno measure, but others are very specific like the Alameda
measure. Not all have met with great political support, though
generally local governments have been positive. An interesting
example of this was Alameda County where a brochure was distrib-

uted showing all the seals of the cities supporting the measure

on one side of the page and the lone city opposing it on the
other. That city was Berkeley. The brochure was not distributed . .
in Berkeley. It is not true elther that the most expensive . .-
campaigns are the most successful.""Contra Costa spent far more
than did Alameda (which refused: any development money). Fresno’s
campaign was minuscule. In Fresno they took the approach that .
the less publicity the better. The result is the highest support
of any measure in the state. ‘ : S N

All transportation experts agree that the voter’s perception is
what is the key. 1In Contra Costa a well financed campaign with
a detailed plan failed because voters percelved it as a means of -
_'openlng the east county to developers. Contra Costa is hoping "~ =i+ 1
to go forward with another attempt this fall and is revising the
L expendlture plan 1n an effort to deal w1th those voter percepfjff"

iffThe 13 countles that w111 be or'may be 901ng w1th transportatiohfg
“@fsales tax 1ssues in 1988 are 1dent1f1ed 1n Table 6. e




~+ooall their flnan01al needs, and - the Orange- County Transportatlon

- N

TABLE 6

fo88 Potential Transportation Sales Tax Counties

June 1988
E |l Dorado San Mateo
Sacramento San Benito

November 1988

Contra Costa Xern

Marin Riverside

San Bernardine Santa Barbara
Tulare Ventura
Stanislaus

Exploring A Transportation Sales Tax

Yolo Humboldt
Inperial Nevada
Monterey Placer
Orange Tuolumne

Source: California Transportation Commission

E. COMPLIMENTARY ACTIONS TO A TRANSPORTATION SALES TAX

One of the crltlclsms of county transportatlon sales tax measures
is that new development is not being asked to pay its fal;vshare.anm
In Contra Costa and Orange Countles this was the primary reason
for the ballot measures falllng “As a result of this, Orange
County has. pursued development fees to pay for h;ghways ‘and
major arterials, and has pursued federal funding for its pro—‘
grams. oOne -of the interesting approaches of Orange County is. to
secure authority to build toll roads on three separate hlghway
‘projects. Even with these efforts, Orange County is not meeting

nffo the mlsconceptlon 1s that development fees are a’ ‘substitute: for
E - sales tax measure (or vice versa). The two actually work‘to
,“complement each other. Development fees - work to assess“the

. direct and to a lesser extent the indirect’ 1mpacts on: the  trans=-
" portation system, while the sales tax is an effort to addres
. community and regional problems that are not attributable solely

”“‘ments. i

+ to growth, ‘or are not flnanc1ally solvable through development
-ﬁ‘fees._ This is why it is In1p0rtant t0o educate the voters as to
. how each optlon w1ll be used 1n fundlng transportatlon 1mprove~




 facidlities and operations.

- C€TC, the Legislature and the Governor are all behind the concept:

. The CTC has also adopted an interchange and overcrossing'fdhéihg B
- policy that makes it.very difficult for new interchanges that ==~
_connect. the local system to a state highway to be fundédHWith %.i

- state highway revenue. = The result has been that almost all new

- interchanges in the California State Transportation Improvement' .

- Program (STIP) are mostly, if not all, locally funded. T

v' SB 215 in 1981 provided for a county to raise its gasoline tax by f“y;

An Zxample of development fees is the direct assessment of fees

based upon a_per unit, or txips generated standard. Thi is
used byp;:he Cﬁ)ty of Manteca in 3.t% interchange fee, and bizsthe

City of Stocgkton in its traffic sjgnal assessment. Benefit
assgssment districts are another meth%d, but create some diffi—

difficulties when dealing with transportation. The cCity of
Tracy has created a Mello-Roos Community Facilities District to

deaf with the financing of improvements in various newly devel-

ope¢ =reas of the City. In _transgortation this creates some
difticuities though in assessing who actually benefits and to

what extent from a new road ox an interchange.

There are of course alternatives tc a transportation sales tax.

One alterpative is the local option_of a gas tax. However, the
failure of this measure to pass in SiIX previous attempts, and the
requirement for two thirds voter approval make this an unlikely
sourc=a 0Of success. Another possibility would be a state gas tax
increase. Once again though the existence of the Gann ceiling,
the Governor's continued opposition, and the legislature’s need

to secure a 2/3 majority vote mean this is unlikely to occur in
the near future.

F. sanN JoaQuiN COUNTY ISSUES

There are three issues that San Joaquin County decision makexrg
should keep in mind when discussing a local transportation g ‘§x*
tax. These issues are; 1) existing state policies for trans) %E"
tation financing, 2) Ppropositions 72 and 74 on the June . 988
ballot, and 3) the potential for a sales tax issue for ﬁail”3ﬁ

1. State Policy

The California Transportation Commission (CTC) is the responsibié "

policy making body for state transportation issues. The nine -

member commission is appointed by the Governor and approved by
the - Legislature.. The CTC has adopted policies that provide
priority and state funds to highway projects that cone with

.significant amounts of local revenue. Counties which adopt such =

funding mechanisms are referred to as ssalf help counties, and.the .-

The Legislature has taken steps to rsinforce the CTC.policiés“U§ ﬂ
Legislation has been passed to encourage local funding means .-




up to 5 cents, and since 1984, the Legislature has passed legis-
lation authorizing nine counties to vote on a local sales tax
increase of up to 1 percent. SB 140 was just signed into law.
Besides the 91 billion bond, the Ieglslatlon encourages the
adoption of local financing methods, and establishes a $300
million local/state partnership program to offer an incentive.

Existing sales tax counties are already making their presence
feit on the state highway program. In the 1988-89 budget there
are Caltrans engineering positions allocated to each potential
sales tax county. Should the tax measure pass, Caltrans will
fill the positions_allocated to that individual county. If it
fails, Caltrans will not fill those engineering positions. at
the California Transportation Commission (CTC) there is a wil-
ness to reward self help counties by allowing them to leverage
state highway dollars. The Commission has been hindered in
doing so though because of the $1.6 billion shortfall in the
existing State Transportation Improvement Program. They are
unable to reward self help counties without taking away from the
other 54 counties, With additional counties falling into the
self help category, there may very well be more pressure on the
CTC to leverage state highway dollars with local transportation
sales tax dollars.

The trend in state policy is clear. Certainly the decision
makers at the state level have made it clear that local govern-
ment agencies are going to have to find their own source of

revenue for thelr re lon’s high priority transportation Projects.
2. Proposxtmhe 7> nd 74 on the June Ballot R

Proposition 7 is the Gann sponsored initiative on th

hallo+ +n »ewvica +h  pethod for determining the state’s Gann
ceiling on expenditures. The measure would also transfer a
portion of the state general fund sales tax revenue to transpor-
tation purposes, In order to avoid cutting other state programs,
the spending ceiling would be raised by a margin greater than the
transfer of sales tax revenue. This however, only works iF there
IS a state surplus greater than the sales tax revenue transferres

to transportation. |If there is no surplus, as appears ;;}gg;y in

1987-88, . then the Legislature will have to make cuts in ex]_stlngf'::5};:",'if"i‘

programs..- ‘The sales tax revenue dedicated to focal g

is protected by the Proposition, but there isS concern that state,_.,.;‘*‘

fundlng’ of local programs will be the first cut.

Proposltlon 74 ~~'4-*»e Governor’s 51 billion bond proposal.-

It

wanld Asdirata ¢700 million to highways, and propably an- addl-'v""""r
tional $300 million to a new local/state partnership program

The bonds Would be pald back from the state’s general fund

Should both these measures pass there would be added fu*xdlng to“f’i",'
’transportatlon., ‘Proposition 74 would provide $700 million. to e

the state’s highway fund. While a large amount of money, it
U doesn’t even cut the ex;Lstlng state shortfal}. in half The five

B —11— .
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year highway progriva, the State Transportation Improvement Pro-
gram (STIP), is $1.+ billion overprogrammed, and may be overpro-
granmed by as much s $2.9 billion based upon new programming
guidelines created .~ SB 140. 1t will take more than the bond
measure to make a dif z2rence in the state’s highway program.

Proposition 72 would transfer money annually to transportation.
It is likely to be a better source of revenue to transportation
than a bond measure. Estimates vary, but it would raise $150
million in the first year, $400 million the second, $600 million
the third, $710 million the fourth, and in the mid $700 million
the fifth. It would annually escalate from there depending upon
the amount of sales tax revenue raised from gasoline sales.
There is no direction in the Proposition as to whether the reve-
..aue should go to state highways or to local governments. SB 140
ough states that the legislative intent is for any new revenue
to go to state highways, and AB 3745 (Chandler) which would have
split Proposition 72 revenue 50/50 between the state and locals
was defeated in Committee. Assemblyman Frizzle has stated his
intention to amend AB 2589 to have Prop. 72 money go entirely to
locals. At this writing it has not been amended. Whatever
happens, the Legislature must act to allocate the monies.

The outcome of these two propositions could have an impact on
sales tax measures throughout the state. IT approved, will
voters believe they have solved the transportation problem? If
neither is approved, is that an indication of voter apposition to
transportation financing measures? Will the results of these
two propositions teamed with the Californians for Quality Gov-
ernment initiative (Proposition 71) make a gasoline taX increase
a more attractive option for the state legislature? The answer
- to these questions 1s not likely to be fully known until Novem-
ber when the last of the 1988 county sales tax initiatives are
voted on.

TABLE 7
Proposition 74 Revenue

- State .'Highwvays' - R $700M
- -Local/sState Partnership $300M




TABLE 8

Proposition 72 Revenue Scenarios
Based on $700 Million A Year
(in thousands of dollars)

50% State
Jurisdiction 100% Local  50% Local
County of san Joaquin $ 6,328.5 $ 3,164.2
city of stockton $ 3,100.4 $ 1,550.2
city of Lodi $ 753.4 $ 376.7
City of Hanteca $ 620.0 $ 310.0
city of Tracy $ 443.8 $ 221.9
City of Ripon $ 111.4 $ 55.7
City of Escalon $ 69.0 $ 34.5

This distribution is based on the present gasoline tax distribu-
tion. It is possible that the monies could be distributed by
other methods.

3. San Joaquin County Jail Facilities Sales Tax Possibilities

Under the sponsorship of the San Joaguin County Board of supervi-
sors, Senator Garamendi has_introduced SB 2745, the San Joaquin
County Regional Justice Facility Financing Act. The bill woula
create the San Joaquin County Regional Justice Facility Financing
Agency. This Agency would have the authority to levy a 1/23

sales tax_increase with the approval of a majority of the efec—
torate. The proceeds would go to the Authority and can be used’
for the construction of adult detention facilities, the retire= " .

ment oOF existing bonds on adult detention facilities, and the
operations of facilities constructed under the Authority. Also,

under certain provisions the Authority could allocate monies to
the county for "prevention programs',

In the context of this report, the main question iIs can a trans-

portation and jail sales tax measure both pass In San Joaquin
County? How should the region’s local governments approach this

"question? There are two examples in the state that might provide 7" o ¢

“a guide; - San Diego and Stanislaus Counties have both faced this -

~ question. In 1986, a jail sales tax and a transportation saleS'“fﬂjff
' tax measure were both heading for the November ballot. SanDAG ..

v’T(thé}SanfDiego"Associationgof_Governments‘(that»aréa's COG))ﬁf55%»

~“voted in August' to not move on. the transpcrtation'sélgs tax.’u‘r‘xt;il';;gi“_‘:ﬁ~
' November of 1987.  This was done when the polling firm of D. 'J..-. .
. Smith ‘Associates reported that support for the ‘transportation

 1=measuregwas;"bfbadj,but[shallow»in,intensity;ﬂj~They.coné1ﬁdéda,jfrﬁ?

’?i*thatﬂvadditionaljpublic;éddcétion needs to be accomplished, that'
“~an appropriate public/private: sector group needs to be formeqd, ' .

and_ that' this November Willﬂhave'a”measure.on”the'ballot;that  f

would utilize the same type of tax source, wWe recommend serious

' _consideration of moving the transportation sales tax effort... to

" November 1987." (Memorandum to SanDAG Board of Directors, -July

©.17,-1986.) D. J. Smith Associates found in their poll that if



both tax measures were to appear on the same ballot both would
lose 5 to 10% of their support. Without the transportation
sales tax, the jail sales tax received 51%approval, but required
a 2/3 majority at that time and failed. The transportation sales
tax went in November of 1987 and received 54% approval. Needing
only a majority the measure passed. On the June 7, 1988 ballot,

the jail sales tax will be going again. uUnder provisions S|m|Iar
to SB 2745, this measure will only require a simple majority
vote. This will demonstrate whether voters are willing .to approve
two 1/2% sales tax increases within seven months of one another.

In Stanislaus County, a 1/2% sales tax increase will be on the
November ballot. Ostensibly, 60% of the measure will go to the
County for funding jail facilities, and the remaining 40% will go
to cities for transportation purposes. This is a compromise
worked out between the cities and the county after both surfaced
their own sales tax proposals. This sales tax measure is being
done under the provisions of AB 999 described earlier in this
paper. This means that the ballot’' measure can not specify the
purposes of new tax revenue. If it did it would require a 2/3
vote, rather than a simple majority.

Intuitively, it would seem that the sales tax measure (Jail or
transportation) that reaches the ballot first has the best chance
of passing. The San Diego experience should give us some idea as
to whether this is terminal for the second measure. It is worth-
while to note the advise given to the SanpaG Board of Directors
by pD. J. Smith and Associates in the Memorandum of July 17, 1986,
"In all counties which have successfully pursued a sales tax for
transportation, there has been to one degree Or another a well
organized public/private sector support group.”™ "We are optimis-
tic that there exists the seeds of such an effort, but that it
needs to be nurtured and mature before a measure is put on the
ballot.® "If work can commence immediately on development of a
strong, committed public/private sector support group and the
refinements to the expenditure are completed as suggested, we
believe that San biego County voters would vote to increase their
sales tax by one half percent for specific transportation
improvements in November of 1987." What this indicates to COG
staff is that far more important than getting on the ballot first
is the development of a private/public coalition that would. -
educate the citizenry on present transportation finance, andg
build the arguments that would successfully carry a transporta~
tion sales tax measurp B

It is also the oplnlon of COG staff that pl
measures on the same ballot will result in :
Besides the loss of the 5 to 10%cited by D. J. sSmith Associated”
such a situation is likely to make those supporters choose one @’ -

the other. This would dramatically cut into the support of bo
proposals. 1t is obvious that cooperation between suptporters

v both tax measwes wauld be essential.

;acing two sales tax

r
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CONCLUSIONS

The following are the conclusions of COG staff.

1.

1988 is not the OEportune time for a transportation sales

tax measure for the following reasons.

a. Propositions 72 and 74 are on the June Ballot.

b. Lack of a major educational campaign on transportation

needs In San Joaquin County.

C. Lack of a public/Private Partnership to advocate such a
measure.

d. Not enough time to gather needed political concensus.

Successful passage of transportation sales taxes in other
counties can make it more difficult for San Joaguin County
to compete for discretionary state funds.

IT a transportation sales tax is to go on the ballot at some
time, 1t must be part of a package of measures that include
development fees, and alternative transporation measures. A
sales tax increase will have difficulty being approved if it
Is viewed as a substitute for these actions.
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MEMORANDUH

TO: Honorable Mayor and
Members of the City Council

ﬁzROM: City Manager

DATE : June 6, 1988

SUBJ : San Joaquin County Transportation Sales Tax

Attached for your information and review is a copy of the County Council of = —
Government's (COG) staff issue paper regarding a transportation sales tax in:
San Joa(1um County.  This issue ﬁaper Is not meant to advocate or oppose any -
such sales tax measure, but rather is an explanation of the Transportation.
Sales Tax, its origins and how it has worked elsewhere. | will place this item .~ -
for discussion on the agenda for the regular meeting of Wednesday, June 15,
..1988. The COG Board would like our comments as socn after that as posmble R
._The Board will hkely reVIeW thls draft ISsue paper at 1ts June 28 meetmg
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e @]l SAN JOAQUIN COUNTY COUNCIL OF GOVERNMENTS
B}

1860 EAST HAZELTON AVENUE
STOCKTON. CALIFORNIA §5205
TELEPHONE (209} 468-3913

May 9,1988

Mr. Thomas Peterson
City Manager

221 West Pine Street
Lodi, CA 95240

Dear Mr. Peterson:

Attached is a preliminary draft of a COG staff issue paper regarding a transportation sales
tax In San Joaguin County. As staff we are particularly interested in informing decision
makers of this financing option that is being utilized by anumber of countiesand will
potentially be enacted by many more in thisyear. A copy of this Erellmmary draft is being
sent to every City Manager and the County Administrator in the hope of generatin _
comments on what additional material needs to be included in this paper. Please share it
with your staff and policy makers as you see fit. | am available to discuss the issue with you
and your staff or with your elected officials if you so choose. The COG Board will likely
review the draft issue paper on June 28, so | would appreciate your comments by June 10.

It is important to note that the COG Board has taken no position and has had no substan-
tive discussions on a transportation sales tax. The issue paper is not meant to advocate or
oppose any sales tax measure. This paper is an explanation of the Transportation Sales

ax, its orrgins, how it has worked elsewhere, options, and prospects for implementation in
San Joaquin County. The paper is for discussion purposes only. THIS IS A PRELIMI-
NARY DRAFT. The conclusionsare those of staff, and have not been endorsed by the
SanJoaquin County Council of Governments’ Board of Directors. It is meant to assist
policy makers in deciding whether such a measure is appropriate to SanJoaquin County’
and educating them as to how such a process works.

In 1988the issue of whether to ask the voters to approve a sales tax for transportation
purposes isa complex one. Besides the understandable reticence to ask voters to tax
themselves, there are two transportation enhancing measures on the state’s June ballot,
there could be as manY as thirteen transportation sales tax measures thisyear in separate
counties, and there is legislationin progress to allow San Joaquin County to create a Jail
Authonty to raise a sales tax for adult detention facilities and crive prevention programs.
All these, to some extent, have an impact on the decision of whether to try a transportation
sales tax vote in San Joaquin County. A transportation sales tax is a possibility though, and
- depending upon what happens with the issues described above may be essential if San
- Joaquin County’s local governments expects to participate in setting the futuretransporta- = -
tion Vagenda for this regloh- . majo\n‘-L(f - v /’ > ‘Majo('ft"\]' of “"’\-»‘,“‘“" mq‘
The procedures for taking tlfe transportation sales tax to the voters is not a complex one. It -~
' requires the creation or the designation of an authority to pfepare a plan. The planwould =
- then be approved by i f the cities representing $5%-of-the population. The Board
- of Supervisors would then have to place it on the ballot. The sales tax would be eithera 1/2
" or 1 percent increase, but could not bring the total sales tax in a county to over 7%. A . .
numger of counties have gone through this process in the past four years with mixed results.. =~
Fresno, Santa Clara, Alameda, and San Diego Counties have all passed such measures.
Tuolumne, San Bernardino and Contra Costa Counties have all voted down a transporta-

" tion sales tax.

e COUNTY OF SAN JOAQUIN o CITIES OF STOCKTON, LODI, TRACY, MANTECA, ESCALON, RIPON o
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Is the need great enough in San Joaquin County, and are there other options? From an
objective standpoint it appears that the answer to both questions isyes. For local public
works departments it is safe to say that annually they are forced to defer 50% or more of
their local road and street needs to future years. The Counte/ of San Joaquin very conserva-
tively estimates that $6 million in deferrals occur annually. Future highway improvements
in San Joaquin County over the next 20 years will require over $100 million more than the
revenue available. Unfortunately that is a conservative estimate based upon project cost
estimates that are outdated or nonexistent. Routes 205, 120, 99, 5, 12, 4, 26, and 88 all have
present and projected needs that dwarf the resources available. And finally transit is going
to be asked to meet intra- and inter-county demand which will outstrip the Stockton
Metropolitan Transit District’s ability to finance.

There are options to a transportation sales tax. Orange County is working hard at exploring
public/private partnership arrangements. This is another way of describing means of having
developers pay for transportation improvements. Also Orange County sponsored controv-
ersial legislation that allows for several toll roads in Orange County. What appears to be
happening though is rather than these being alternatives they work as a packa%e. Orange
County is exploring once again the sales tax option. (In 1982a 1/2% increase failed passage
getting only 30% of the vote.)

This paper concludesseveral things. First of all, a transportation sales tax is probably not a
likely event in SanJoaquin County in 1988. Propositions 72 and 74are going to effect
transportation fundingif they pass, or fail. Policy makers will need to know what those
effectsare. Right now they canonly be guessed at. A transportation sales tax requires
agreement between the localjurisdictions. While it does not require unanimity, every
opportunity should be available for achieving that goal. In other counties the effort has
always taken longer than 6 months. The experience of counties going after a transportation
sales tax this year should provide a better perspective on what San Joaquin County’s
opportunities are. Also of importance is worlung in coordination with the County of San
Joaquin which has a sales tax interest beyond transportation. What is the likelihood of ajail
and a transportation sales tax passing on the same ballot? Should they go on separate
ballots, and if sowhich goes first? Is there a compromise situation like that worked outin
Stanislaus County? o

The funding of transportation purposes with salestax revenue is nota brand new idea. The -
BART counties added 1/2% to the sales tax in the late 1960sto create and operate the rail -
system. Also, Californiapassed the Transportation Development Act inthe early 1970s -
which took 1/4 of 1% of the 6% sales tax and allocated it for local public transit and roads
and streets. The Transportation Sales Tax has been urged on county governmentsby the
Legislature and the Governor as a means of solving transportation financing problems.
More recent efforts have met with mixed success in the state. Efforts in the early eighties
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had sales tax measures passing in Los Angeles and Santa Clara counties, but failing
miserably in Orange County. More recent effortshave seen successin Alameda, Fresno,
and San Diego Counties, but failuresin Contra Costa, Tuolumne, and San Bernardino. As
many as 13 counties may have transportation sales tax measures on the 1988 ballot. This
should provide a better persloectlve as to the long term Viability of using the sales tax as a
transportation financing too

Very truly yours,

%/ﬂ:’»— /
ANDREW T.CH ESLEY

Deputy Director

Attachment




