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May 9, 1988 

hlr. Thomas Peterson 
City Manager 
221 West Pine Street 
Lodi, CA 95240 

Dear Mr- Peterson: 

Attached is a preIiminary draft of a COG staff issue paper regarding a transportation sales 
tax in San Joaquin County. As staff we are particuIarIy interested in informing decision 
makers of this financing option that is being utilized by a number of counties and will 
potentially be enacted by many more in this year. A copy of this preliminary draft is being 
sent to every City ManagFr and the County Administrator in the  hope of generating 
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. I am avaihble 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 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 aper is an explanation of the Transportation Sales 

San Jcaquin County. The paper is for discussion purposes ody. THIS IS A PRELIMI- 
NARY DRAFT. The conclusions are those of staff, and have not been endorsed by the 
San Joaquin County CounciI 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 complex one. Besides the understandabIe reticence to ask voters to tax 
themselves, there are two transportation enhancing measures on the state’s June bal!ot, 
there could be as man as thirteen transportation safes tau measures this year in separate 

Auhority to raise a sales tax for adult detention facilities and crive prevention programs. 
All these, to some extent, have an impact on t 
sales tax vote in San Joaquin County. A transp 
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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 Is yes. For local public 
works departments it is safe to say that annually they are forced to defer 50% or more of 
their iocai road and street needs to future years. The County of San Joaquin very conserva- 
tively estimates that $6 miIIion 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 85 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 
publidprivate partnership arrangements. This is another way of describing means of having 
developers pay for transportation improvements. Also Orange County spomored 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 package. Orange 
County is exploring once again the sales tax option. (In 1952 a 7/2% increase failed passage 
getting only 30% of the vote.) 

This paper concIudes several things. First of all, a transportation sales tax is probably not a 
likely event in San Joaquin County in 1988. Propositions 72 and 74 are going to effect 
transportation funding I€ 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 
o portunity should be available for achieving that goal. In other counties the effort has 

sales tax this year should provide a better perspective on what San Joaquin County’s 
opportunities are. Also of importance is working in 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 Iike 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 1960s to create and operate the rail 
system. Also, California assed the Transportation Development Act in the early 1970s 
which took 1/4 of I% oft R e 6% saIes 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 soh4 ransportation financing problems. 
More recent efforts have met with mixed success he state. Efforts in the early eighties 

a P ways taken longer than 6 months. The experience of counties going after a transportation 
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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 AIameda, Fresno, 
and San Diego Cdunties, but failures in 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 perspective as to the long term viability of using the sales tax as a 
transportation financing tool, 

Very truly yours, 

ANDREW T. CHESLEY 
Deputy Director 



THE TRWSPORTATION SALES TAX 

ISSUE FOR SAN JOAQUIN COUNTY 



THE TFSNSPORTATION SALES TAX AND S;zN JOAQUIN COUNTY 

A .  INTRODUCTION 

This paper is an explanation of the transportation sales tax, its 
origins, how it has worked elsewhere, complimentary measures, and 
its prospects f o r  implementation in Sari Joaquin County. The 
paper is f o r  discussion purposes only. The conclusions are those 
of staff, and have not been endorsed by the San JoaqILin County 
Council of Governments' Board. of Directors. T h i s  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 in 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 is 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 rr.zjor;-ty 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 7%. 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 Joapin County, and are there 
other possibilities? From an objective standpoint it appears 
that the answer to th questions is yes.  For local public works 
departiuents it is e to say that annually they are forced to 
defer 50% or more of their local road and street needs to future 



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

This paper concludes several things. A transportation sales tax 
is probably not a likely event in Sarr Joaquin County in 1988. 
Propositions 72 and 74  are going to effect transportation fur,ding 
if 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 it does not require unanimity, every oppor- 
tunity 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 working in 
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 sane ballot? Should 
they go on separate ballots, and if so which gces first? Is there 
a compromise situation like that worked out in Stanislaus County? 

As to whether voters will approve 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 
viability 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 f o r  road and street and highway improverclents. 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 

erate is greatly 
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TABLE 1 

History of the California Gasoline Tax and CPI Adjustment 

Tax/ C P I  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  - 1 9 7  22.8 
1960 6 - 2 5 6  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 in 
the past 30 years. It went f r o m  6 to 7 cents in 1964, and 
to 9 cents in 1983. It is unlikely that a gas tax will b 
nented in the near future. In 1981, the Legislature b a l  

expenditures were reduced. This has c 



R 

Clara County 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 f o r  counties to implement a transportation sales tax. 

C. IMPLEMENTING A TR?JVSPORTATION SALES TAX VOTE 

There are  two Fays to present to the electorate a transportation 
sales tax vote. The first is the more utilized method, the SB 
142 approach. A s  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. 

I, SB 142: Local Transportation Authority And Improvement Act 

In 1987 the State Legislature passed and the Govern0 
law, SB 142 by Senator Stirling. SB 142 is a gen 
legislation that allows counties to levy their own sales tax f o r  
transportation purposes. Previous to this bill, several counties 
had written their own 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 Governor 
preferred the use of the guidelines developed in 

The provisions of SB 142 are not complex. Th 
following: 

Steg 1 
A County Board of Supervisors is authorized to create a new 
Local Transportation Authority (LTA) or to designate an 
existing Regional Trans 
the implementation of a 
contains certain rules 

The Local Transportati 
the county for transpo 
membership vote to impose such a 
exceed 20 years, and a 

called f o r  b 
uch an election 

Must be approved by th 
of the cities represe 
porated population. 

eplace exis 



Step 3 
The bill encourages a pay as you go approach, but does not 
prohibit the use of bonds. The LTA is authorized to issue 
bonds f o r  financing transportation purposes with the expenses 
paid for from the proceeds of the tax. 

This is how the steps are actually implemented. 

SteD 1 
The initial choice to be made in the SB 142 process is 
whether to create a nev Local Transportation Authority or to 
designate an existing Regional Transportation Planning 
Authority. In the three counties that adopted sales tax 
increases prior to 198?, each created a new agency to handle 
the money. For the two sales tax measures in 1987, San 
Bernardino and San Diego Counties, the existing RTPAs have 
been designated as the Local Transportation Authority (LTA), 
The San Diego Association of Governments (SanDAG) will now be 
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. 
based upon whether the RTPA is a multi-county agency, and/or 
what the existing political situation is in each county. 

The choice appears to be 

SteD 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 Eore transit dollars, and business groups advocating 
less transit dollars in opposing the measure. In San Diego 
County, it 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 opposition. 
would probably fall somewhere between the two extremes. 
Certainly an inventory should be spe1:ed out. This is 
something that might be required of the COG in the 
of its Regional Transportation Plan (RTP) in November. 
existing effort in the .RTP might be intensified to meet 
demands of policy makers 1: a sales tax initiative. 

Certainly major roles will be played in the effort b 
Joaquin County Board of Supervisors whose approval is 
required, and by the City of Stockton which represents 6 
the countyps incorporated population. Still it woul 
at least 3 of the remaining 5 cities to approve the 
well to secure a majority of the ci’iies. Something 
important to point out is that the endorsement of th 
not the same as the endorsement o 

In San Joaquin County this process 
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Fresno County, there was widespread support f o r  the expendi- 
ture plan, but no political body took a formal postion sup-  
porting the ballot measure. 

Ster, 3 
It is up to the Authority to issue bonds and take responsi- 
bility f o r  the papent. 
taken, the 1,TA is responsible for disbursing the proceeds to 
the appropriate agencies. 

If a pay as you go approacn is 

2. AB 999 

This approach is available only to counties of less than 350,000 
population (January 1 1987). It was meant as a way to help small 
financially stricken counties Lo impose a tax increase with the 
approval of majority of the voters. The key here is t h a t  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 may not be speci- 
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 
increase and pcr agreement will send 40% to the cities for trans- 
portation. None o included in the ballot language. 

3. Potential San J 

In San Joaquin County, an additional 1/2% sales tax would raise 
an estimated $8.4 million in fiscal year 1988-89. Over 10 years 
it would raise $110 million, The life of a sales tax increase 
is optional as is the distribution of the funds. 

TABLE 2 



TABLE 3 

Effect of Half Percent Tax Increase O n  Taxpayers 

Incone Family Size Sales Tax Increase 

$42,000 
$27,000 
$55,000 
$18,000 

2 
4 
5 
I 

Derived from 1986 Federal IncoEe Tax Optional S t a t e  Sales Tax 
Tables adjusting for CPI. 

D. TRANSPORTATION SALES TAX EFFORTS 

A transportation sales tax has been tried eight times since the 
Los Angeles landnark effort. It has proven successful in fou r  
and failed in four. Table 4 shows the  results, and. summarizes 
the purposes of these measures. 

Where 

Los Angeles 
Orange 
Santa Clara 
Contra Costa 
Fresno 
Alaneda 
T u o l m  
San Dieso 

TABLE 4 

Local 

1984 P - 54% 
1986 F - 43% 
1986 P - 57% 
1986 P - 53% 
1986 F - 25% 
1987 P - 53% 



Where 

TABLE 5 

Local S a l e s  Tax Purposes 

Purpose 

Los A n g e l s  
Orange 
Santa  Clara 
Contra Costa , 

Fresnc 
Alameda 
Tuolunne 
San Diego 
San Bernardino 

Trans i t  
Highways and Roads 
Highways and T r a n s i t  
Highways, Roads, T r a n s i t  
Highways, Local Transpor ta t ion 
Highways , R o a d s  , T r a n s i t  
Highways, Local Transpor ta t ion 
Highways, Roads, T r a n s i t  
Highways, Local Transpor ta t ion 

The b a l l o t  measures differed in each case. Fur i n s t ance ,  t h e  
l i f e  of the  sales t a x  is 1 0  yea r s  i n  Santa Clara  County, 15 yea r s  
i n  Alameda Cocnty, and 2 0  yea r s  in Fresno County. Some are  very 
gene ra l  i n  t h e i r  d e s c r i p t i o n  of what t h e y  are  funding such as 
t h e  Fresno measure, b u t  o the r s  are very s p e c i f i c  l i k e  t h e  A l a m e d a  
measure. Not a l l  have m e t  wi th  great  p o l i t i c a l  support ,  though 
g e n e r a l l y  l o c a l  governments have been p o s i t i v e .  A n  i n t e r e s t i n g  
example of t h i s  w a s  Alameda County where a brochure was d i s t r i b-  
uted  showing a l l  t he  s e a l s  of t h e  cities support ing t h e  measure 
on one side of  t h e  page and the Zone city opposing it on t h e  



TABLE 6 

f988 P o t e n t i a l  T r a n s p o r t a t i o n  Sales Tax Counties  

E l  Dorado 
Sacramento 

San Mateo 
San Beni to  

Novenber 1988 

Contra Costa X e r n  
Marin R i v e r s i d e  
San Bernardino S a n t a  Barbara 
Tula re  Ventura 
Stanislaas 

E m l o r i n s  A Transpor ta t ion  Sales Tax 

YO10 
Imper i a  1 
Monterey 
Orange 

Hunbofdt 
Nevada 
Placer 
Tuolumne 

Source: C a l i f o r n i a  Transportation Conmiss ion  

E. COMPLIMENT I O N  SALES 

p r o j e c t s  . Even 
all t he i r  finan 

nancially sol 
important to 
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A n  Zxample of development fees is t h e  direct as sessmen t  of fees 
based upon a pe r  u n i t ,  or  t r i p s  generated s t anda rd .  T h i s  is 
Esed by ;he Ci ty  of Manteca i n  i t s  interchange fee, and by t h e  
C i t y  of Stockton i n  its ' t r a f f i c  s i g n a l  assessment .  B e n e f i t  
assessment districts a r e  another method, b u t  c r e a t e  some d i f f i -  
d i f f i c u l t i e s  when dea l ing  w i t h  t r a n s p o r t a t i o n .  The c i t y  of 
Tracy has c r ea t ed  a Mello-Roos Community Faci l i t ies  D i s t r i c t  t o  
deaf v i t h  t h e  f inancing of improvements i n  va r ious  newly devel- 
ope? - r e a s  of t he  Ci ty .  I n  t r a n s p o r t a t i o n  t h i s  c r e a t e s  some 
d i f iA .x i t i e s  though i n  a s se s s ing  who a c t u a l l y  b e n e f i t s  and to 
what ex t en t  from a new road ox an interchange.  

There a r e  of course  a l t e r n a t i v e s  tC a t r a n s p o r t a t i o n  s a l e s  t a x .  
One a l t e r n p t i v e  is t h e  l o c a l  Option of a gas  t a x .  However, t h e  
f a i l u r e  of t h i s  measure t o  pass  i n  six pravious  a t tempts ,  and t h e  
requirement for two t h i r d s  V o t e r  approval make t h i s  an u n l i k e l y  
soure? of success.  Another p o s s i b i l i t y  would be a s t a t e  g a s  tax 
increase .  Once aga in  though t h e  ex i s t ence  of t h e  Gann c e i l i n g ,  
t h e  Governor's continued opposi t ion,  and t h e  l e g i s l a t u r e g s  need 
t o  s ecu re  a 2/3  major i ty  vo te  mean t h i s  is un l ike ly  t o  occur i n  
t h e  near  fu ture .  

F. SAN JOAQUIN COUNTY ISSUES 

There are t h r e e  i s s u e s  t h a t  San Joaquin County dec i s ion  makers 
should keep i n  mind when d i scuss ing  a local t r a n s p o r t a t i o n  sales 
tax .  These i s s u e s  are; 1) @ X i s t i l l g  s t a t e  p o l i c i e s  f o r  t ranspor-  
t a t i o n  f inancing,  
b a l l o t ,  
f a c i l i t i e s  and operations.  

2) Propos i t ions  72 and 74  on t h e  June 1 
the p o t e n t i a l  f o r  a s a l e s  t a x  i s s u e  for j and 3) 

.. 
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up t o  5 c e n t s ,  and s i n c e  1 9 8 4 ,  t h e  Leg i s l a tu re  has  passed l e g i s -  
l a t i o n  au tho r i z ing  n ine  coun t i e s  t o  v o t e  on a l o c a l  s a l e s  t a x  
increase of up t o  1 percent. S B  140 w a s  j u s t  s igned i n t o  law. 
B e s i d e s  t h e  $1 b i l l i o n  bond, t h e  l e g i s l a t i o n  encourages t h e  
adopt ion of l o c a l  f inanc ing  methods, and e s t a b l i s h e s  a $300  
mi l l i on  l o c a l / s t a t e  par tnersh ip  program t o  o f f e r  an incen t ive .  

Ex i s t i ng  s a l e s  t a x  count ies  are a l r e a d y  making the i r  presence  
f e l t  on t h e  s t a te  highway program. I n  t h e  1988-89 budget there 
are Cal t rans  engineering p o s i t i o n s  a l l o c a t e d  t o  ezch p o t e n t i a l  
s a l e s  t a x  county. Should t h e  t a x  measure p a s s ,  Ca l t r ans  r J r i . 1 1  

fill t h e  p o s i t i o n s  a l l o c s t e d  t o  t h a t  i nd iv idua l  county. ff it 
f a i l s ,  Ca l t r ans  will not f i l l  t hose  engineer ing  p o s i t i o n s .  A t  
t h e  Ca l i fo rn i a  Transpor ta t ion Commission (CTC) there is a w i l -  
ness  t o  reward sel f  help  coun t i e s  by a l lowing them t o  leverage  
s t a t e  highway d o l l a r s .  The Commission has  been hindered i n  
doing so though because of t h e  $1.6 b i l l i o n  s h o r t f a l l  i n  t h e  
e x i s t i n g  S t a t e  T ranspor t a t i on  Improvement Program. They a r e  
unable t o  reward self help count ies  wi thout  t a k i n g  away from t h e  
other  5 4  coun t i e s ,  With a d d i t i o n a l  c o u n t i e s  f a l l i n g  i n t o  t h e  
self help category,  t h e r e  may very  w e l l  be m o r e  p ressure  on t h e  
CTC t o  leverage s t a te  highway dollars w i t h  l o c a l  t r a n s p o r t a t i o n  
s a l e s  t a x  d o l l a r s .  

The t r e n d  i n  s t a t e  po l icy  is c l e a r .  C e r t a i n l y  t h e  d e c i s i o n  
makers a t  t h e  s t a t e  l e v e l  have made it clear t h a t  l o c a l  govern- 
m e n t  agencies  a r e  going t o  have t o  f i n d  t h e i r  own source  of 

ion’s high p r i o r i t y  t r a n s p o r t a t i o n  p r o j  

nd 74  on t h e  June B a l l o t  

is t h e  Gann sponsored i n i t i a t i v e  on t h  
nethod f o r  determining t h e  s t a t e ‘ s  Gann 

c e i l i n g  on expendi tures .  The measure would a l s o  t r a n s f e r  a 
por t ion  of t h e  state general  fund s a l e s  t ax  revenue t o  t ranspor-  
t a t i o n  purposes, I n  order t o  avoid c u t t i n g  o t h e r  s ta te  programs, 
the spending c e i l i n g  would be r a i s e d  by a margin g r e a t e r  than t h e  
t r a n s f e r  of s a l e s  tax  revenue. This however, only  works if t h e r  
is a state su rp lus  g r e a t e r  than t h e  s a l e s  tax  revenue t r a n s f e r r e  

t a t i o n .  If the re  is no surp lus ,  as appears  l i k e l y  i n  
t u r e  w i l l  have t o  make c u t s  i 
revenue ded ica ted  t o  f o c a l  g 
s i t i o n ,  b u t t h e r e  is conc 

first cu t .  

e Governor’s b i l l i o n  bond p 
700 mi l l i on  t o  highways, and p ro  

t i o n a l  $300 m i l l i o n  t o  a new l o c a l / s t a t e  p a r t n e r s h i p  progra 
onds would be pa id  back from t h e  state’s gene ra l  fund 

t h e  s t a t e ’ s  h igh 
doesn‘t even c u t  

t r a n s p o r t a t i c  
t h e  s t a t e ’ s  



y e a r  highway progr;r i ,  t h e  S t a t e  Transpor ta t ion  Improvement Pro- 
gram (STIP) , is $I.!. b i l l i o n  overprogramed, and may be overpro- 
granmed by as  much 3s $2.9 b i l l i o n  based upon new programming 
gu ide l ines  c rea ted  SB 1.30. It  w i l l  t ake  more than  t h e  bond 
ineasure t o  make a d i f  ? r eme  i n  t h e  s t a t e ' s  highway program. 

Propos i t ion  72 would t r a n s f e r  money annually t o  t r a n s p o r t a t i o n .  
I t  is l i k e l y  t o  be a b e t t e r  source of reJenue t o  t r a n s p o r t a t i o n  
than  a bond measure. Estimates vary ,  b u t  it would r a i s e  $150 
mi l l i on  i n  t h e  first year,  $400 mi l l i on  t h e  second, $600 mi l l i on  
t h e  t h i r d ,  $710 mi l l ion  t h e  four th ,  and i n  t h e  m i d  $700 mi l l i on  
t h e  f i f t h .  It would annually e s c a l a t e  from t h e r e  depending upon 
t h e  amount of s a l e s  t a x  revenue r a i s e d  from g a s o l i n e  sales.  
There is no d i r e c t i o n  i n  t h e  Proposit ion a s  t o  whether t h e  reve- 

should go t o  s tate highways o r  t o  l o c a l  governments. S B  1 4 0  
gh s ta tes  t h a t  t h e  l e g i s l a t i v e  i n t e n t  is f o r  any new revenue 

t o  go t o  s ta te  highways, and AB 3745 (Chandler) which would have 
s p l i t  Proposi t ion 72 revenue 5 0 / 5 0  between the s t a t e  and l o c a l s  
w a s  defeated i n  Committee. Assemblyman F r i z z l e  h a s  s ta ted h i s  
i n t e n t i o n  t o  amend AB 2589 t o  have Prop. 72 money go e n t i r e l y  t o  
l o c a l s .  At t h i s  w r i t i n g  it has  no t  been amended. Whatever 
happens, t h e  Legis la ture  must  a c t  t o  a l l o c a t e  t h e  monies. 

The outcome of t h e s e  two p ropos i t i ons  could have an impact on 
sales t a x  measures throughout t h e  state.  If approved,  w i l l  
v o t e r s  be l i eve  they have solved t h e  t r a n s p o r t a t i o n  problem? If 
n e i t h e r  is approved, is t h a t  an ind ica t ion  of v o t e r  appos i t ion  t o  
t r a n s p o r t a t i o n  f inanc ing  measures? W i l l  t h e  r e s u l t s  of t h e s e  
two propos i t i ons  teamed with t h e  Ca l i fo rn i ans  f o r  Q u a l i t y  Gov- 
ernment i n i t i a t i v e  (Proposit ion 71) make a gaso l ine  tax inc rease  
a more a t t ract ive opt ion f o r  t h e  s t a te  l e g i s l a t u r e ?  The ans  
t o  t h e s e  questions is  not  l i k e l y  t o  be f u l l y  known u n t i l  Nov 
ber when t h e  l a s t  of t h e  1988 county s a l e s  t a x  i n i t i a t i v e s  are 
voted on. 

TABLE 7 

Proposition 7 4  Revenue 

$700M 
$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 
city of Stockton 
city of Lodi 
City of Manteca 
city of Tracy 
City of Ripon 
City of Escalon 

$ 6,328.5 $ 3,164.2 
$ 3,100.4 $ 1,550.2 
$ 753.4 $ 376.7  
$ 620.0 $ 310-0 
$ 443.8 $ 221.9 
$ 111.4 $ 55.7 
$ 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 Joaquin County Board of Supervi- 
sors, Senator Garamendi has introduced SB 2745, the San Joaquin 
County Regional Justice Facility Financing Act. The bill would 
create the San Joxpin County Regional Justice Facility Financing 
Agency. This Agency would have the authority to levy a 112% 
sales tax increase with the approval of a majority of the elec- 
torate. The proceeds would go to the Authority and can be used 
for the construction of adult detention facilities, the retire- 
ment of existing bonds on adult detention facilities, and th 
operations of facilities constructed under the Authority. Also 
under certair-, provisions the Authority could allocate monies to 
the county for "prevention programs". 

Xn the context of this report, t h e  main question is can a trans- 
portation and jail sales tax measure both pass in San Joaquin 
Cnuntv? How should the reqion's local governments approach this 

needs to be 

, we recommend 
sales tax effo 

ates found i 
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both t a x  measures w e r e  t o  appear on t h e  same b a l l o t  both would 
l o s e  5 t o  1 0 %  of t h e i r  support .  Without t h e  t r a n s p o r t a t i o n  
s a l e s  t a x ,  t h e  j a i l  s a l e s  t a x  received 51% approval, but required 
a 2 / 3  majority a t  t h a t  time and f a i l e d .  The t ranspor ta t ion  s a l e s  
t ax  went i n  November of 1987 and received 5 4 %  approval. Needing 
only a majority the  measure passed. On t h e  June 7 ,  1988 b a l l o t ,  
t he  j a i l  s a l e s  t a x  w i l l  be going again.  Under  provisions s imi la r  
t o  SB  2745,  t h i s  measure w i l l  only r equ i re  a sirnple majori ty  
vote. This w i l l  demonstrate whether vo te r s  a r e  wi l l ing  .to approve 
two 1/2% s a l e s  t a x  increases within seven months of one another. 

I n  S tanis laus  County, a 1 /2% Sales  t a x  increase  w i l l  be on t h e  
November b a l l o t .  Ostensibly, 60% of t h e  measure w i l l  go t o  t h e  
County f o r  funding j a i l  f a c i l i t i e s ,  and t h e  remaining 40% w i l l  go 
t o  c i t ies  f o r  t ranspor ta t ion  purposes. This  is a compromise 
worked out between t h e  c i t i e s  and t h e  county a f t e r  both surfaced 
t h e i r  own s a l e s  t a x  proposals. Th i s  s a l e s  t a x  measure is being 
done under t h e  provisions of AB 999 descr ibed e a r l i e r  i n  t h i s  
paper. T h i s  means t h a t  t h e  ba l lo t '  measure can not  spec i fy  t h e  
purposes of new t a x  revenue. If it did  it would requi re  a 2/3 
vote,  r a the r  than a simple majority. 

I n t u i t i v e l y ,  it would seem t h a t  t h e  s a l e s  t a x  measure (jail or 
t ranspor ta t ion)  t h a t  reaches the  b a l l o t  first has t h e  best chance 
of passing. The San Diego experience should g ive  us  some idea as 
t o  whether t h i s  is terminal f o r  t h e  second measure. I t  is worth- 
while t o  note t'ne advise given t o  t h e  SanDAG Board of Directors 
by D, J. Smith and Associates i n  t h e  Memorandum of Ju ly  17, 1986, 
"In a l l  counties which have successful ly  pursued a s a l e s  t a x  f o r  
t r anspor ta t ion ,  t h e r e  h a s  been t o  one degree or another a w e l l  
organized public/private sec tor  support  group.t* "We a r e  optimis- 
t i c  t h a t  t h e r e  e x i s t s  t h e  seeds of  such an e f f o r t ,  bu t  t h a t  it 
needs t o  be nurtured arid mature before a measure is pu t  on t h e  
b a l l o t . "  "If work can commence immediately on development of a 
s t rong ,  committed publ ic/pr ivate  s e c t o r  support  group and t h e  
refinements t o  t h e  expenditure a r e  completed a s  suggested, w e  
be l ieve  t h a t  San Diego County vo te r s  would vote  t o  increase t h e i r  
s a l e s  t a x  by one ha l f  pe rcen t  f o r  s p e c i f i c  t r a n s p o r t a t i o n  
improvements i n  November of 1987." What t h i s  ind ica tes  t o  COG 
staff is t h a t  f a r  more important than  g e t t i n g  on t h e  b a l l o t  first 
is the development of a p r iva te /pub l i c  c o a l i t i o n  t h a t  would 
educate  t h e  c i t i z e n r y  on p resen t  t r a n s p o r t  
bu i ld  t h e  arguments t h a t  would success fu l ly  
t i o n  sales t a x  ure .  

It is also t h e  nion of C3G staff  t h a t  PI 
measures on t h e  same ba l lo t  w i l l  r e s u l t  i n  
Besides t h e  l o s s  of t h e  5 t o  10% c i t e d  by D. J. S m i t h  Associates 
such a s i t u a t i o n  is l ike ly  t o  make those  supporters  choose one o 
t h e  other.  This would dramatically c u t  i n t o  t h e  Support of bot  
proposals. It is obvious t h a t  cooperation between supporters  o 
both t a x  measures would be essential .  



G .  CONCLUSIONS 

The following are the conclusions of COG staff. 

1. 

2. 

3 .  

1988 is not the opportune time for a transportation sales 
tax measure for the following reasons. 
a. Propositions 72 and 7 4  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 

neasure. 
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 Joaquin County 
to compete for discretionary state funds. 

If a transportation sales tax is to go on the ballot at some 
time, it must be part of a package of measures that include 
development fees, and alternative transporation measures. A 
sales tax increase w i l l  have difficulty being approved if it 
is viewed as a substitute f o r  these actions. 



M € M 0 R A N D U M 

TO : Honorable Mayor and 
Members of  the  City Counci l  

t I 

Ci ty  Manager 

DATE : June 6 ,  1988 

SUB J : San Joaquin County Transpor ta t ion  S a l e s  Tax 

Attached f o r  your inforajat ion and review is a copy of the County Council of 
Government's ( C O G )  s t a f f  issue paper r egard ing  a t r a n s p o r t a t i o n  s a l e s  t a x  i n  
San Joaquin County. T h i s  issue paper is  n o t  meant t o  advocate o r  oppose any 
such sales t a x  measure, but  r a t h e r  is an exp lana t ion  of the Transpor ta t ion  
S a l e s  Tax, i ts  o r i g i n s  and how i t  has worked elsewhere. I will p lace  t h i s  item 
f o r  d i scuss ion  on the agenda f o r  the r e g u l a r  meeting of Wednesday, June 15, 
1988. The COG Board would l ike o u r  comments a s  socn a f t e r  t h a t  as poss ib le .  

ikely review this d r a f  
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OtfiQ? 
SAN J O A Q U I N  C O U N T Y  COUNCIL O F  G O V E R N M E N T S  . .. 

lE60 EAST HAZLION AVENUE 
STOCKTON. CALIFORNIA 93205 
TELEPHONE (2091 468-3913 

May 9,1988 

Mr. Thomas Peterson 
City Manager 
221 West Pine Street 
todi,CA 95240 

Dear Mr. Peterson: 

Attached is a preliminary draft of a COG staff issue paper regarding a transportation sales 
tax in San 3oaquin County. As staff we are particularly interested in informing decision 
makers of this financing option that is being utilized by a number of counties and will 
potentially be enacted by many more in this year. A copy of this preliminary draft is being 
sent to every City Manager and the County Administrator in the hope of generating 
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. I 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 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 sdes tax. The issue paper is not meant to advocate or 
o pose any sales tax measure. This paper is an explanation of the Transportation Sales 
?pa, 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 conclusions are those of staff, and have not been endorsed by the 
San Joaquin County Council of Governments’ Board of Directors. It is meant to assist 
policy makers in deciding whether 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 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 in separate 
counties, and there is legislation in progress to allow San Joaquin County to create a Jail 
Authonty to raise a sales tax for adult detention fadities 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 i etting the future transporta- 

enda for this region. 
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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 is yes. For local public 
works departments it is safe to say that anntially they are forced to defer 50% or more of 
the-ir local road and street needs to future years. The County 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 Connty 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 package. Orange 
County is exploring once again the sales tax option. (In 1982 a 1/2% increase failed passage 
gz::ing only 30% of the vote.) 

This paper concludes several things. First of all, a transportation sales tax is probabIy not a 
likeiy event in San Joaquin County in 1988. Propositions 72 and 74 are going to efirect 
transportation funding if 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 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 $an 
Joaquin which has a saIes tax interest beyond transportation. What is the likelihood of a jail 
and a trans ortation sales tax passing on the same ballot? ShouId they go on separate 

Stanislaus County? 

The funding of transportation purposes with sales tax revenue is not 
BART counties added ID% to the sales tax in the late 1960s to create and operate the rail 
system. Also, California passed the Transportation Development Act in the early 1970s 
which took 114 of 1% of the 6% saIes tax and allocated it for Iocal 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 financing problems. 
More recent efforts have met with mixed su ss in the state. Efforts in the early eighties 

ballots, an B if so which goes first? Is there a compromise situation Iike that worked out in 

rand new idea. The 



Mr. Thomas Peterson 
Page Three 
May 9,1988 

had saIes tax measures passing in h s  AngeIes and Santa Clara counties, but failing 
miserably in Orange County. More recent efforts have seen success in AIameda, 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 1988 ballot. This 
should provide a better perspective as to the Iong term Viability of using the sales tax as a 
transportation financing tool. 

Very truly yours, 

Attachment 

ANDREW T. CHESLEY 
Deputy Director 


