Memorandum

To: Chairman and Commissioners Date: June 17,2003

From: Diane C. Eidam BOOK ITEM 4.1

Ref: State Legislation

Enclosed for the Commissioners’ reference is a listing of proposed state legislation that staff is
following in the 2003-04 Legislative Session. This list was updated to incorporate the changing status
of bills as well as any new bills or initiatives. Staff is recommending support positions on Assembly
Constitutional Amendment 7 and Senate Constitutional Amendment 7. Staff analysis are attached for
each bill.
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MEASURE: Assembly Constitutional Amendment No. 7
AUTHOR(S): Dutra and Wolk (Coauthors: Dias and Mullin)
SUBJECT: Transportation funding: transactions and use tax

SUMMARY: An amendment to the Constitution that would authorizes, upon
approval of the state's voters, a local transportation agency and a regional
transportation agency, as defined, to impose or extend a sales and use tax at the
rate of 0.5% to fund transportation projects with the approval of 55% of the voters
in their jurisdiction voting on the proposition.

Specifically, this bill:

1) Authorizes a local transportation agency or a regional transportation
agency, with the approval of 55% of the voters in their respective jurisdiction
voting on the proposition, to impose a sales and use tax for a period of 20 to 30
years at a rate of 0.5% for the exclusive purpose of funding local and regional
transportation planning, research, design, construction, operation, maintenance,
rehabilitation, and environmental mitigation related to the impacts of
transportation projects.

2) Provides that if a local or regional transportation sales tax of limited
duration is not in effect in the jurisdiction of a local or regional transportation
agency on the date that the tax is approved by the voters, the tax is imposed for
a period of 20 years. The new tax would be effective on the first day of the first
calendar quarter that commences more than 90 days after the approval of the tax
by the voters.

3) Provides that if a local or regional transportation sales tax is in effect in the
county or region on the date that the voters approve the new tax, the new tax is
imposed for a period of not more than 30 years. The new tax would be effective
upon the first day that that the prior tax is repealed or otherwise becomes
inoperative, or on the first calendar quarter that begins more than 90 days after
the date that the measure is approved by the voters in that jurisdiction.

4) Defines a "local transportation agency" as either of the following:

a) The local public entity designated within a county or a city and
county, or authorized by statute whose function it is to administer, deliver,
or implement a voter-approved transportation sales tax for transportation
projects and programs within the boundaries of a county or a city and
county, or its successor. If an entity meeting this criteria does not exist,
the designated congestion management agency within a county or a city
and county, or its successor, or the county transportation commission, or
its successor; or,




b) A local council of governments with the authority to administer or
deliver a county transportation expenditure plan, or its successor.

5) Defines a "regional transportation agency" as all of following:
a) The Metropolitan Transportation Commission (MTC);

b The Los Angeles County Metropolitan Transportation Authority
(MTA), or its successor,

c) The Orange County Transportation Authority;
d) The Sonoma-Marin Area Rail Transit (SMART) District; and,

e) Any transportation entity designated or authorized by state law as a
regional transportation agency.

6) Specifies that the tax shall be collected and administered by the State
Board of Equalization (BOE), or its successor agency. The revenues derived by
the tax shall deposited in the Local Transportation Infrastructure Account, which
this bill establishes in the State Transportation Fund.

7) Directs the BOE, after collecting its costs for collection and administration
and making refunds as appropriate, to allocate the balance of revenues to each
local or regional transportation agency where the tax revenues were collected on
at least a quarterly basis.

8) Specifies that the local sales tax revenues that are derived under this bill
are not General Fund (GF) proceeds for specified state budgetary purposes.
Specifies that allocations from the Local Transportation Improvement ACT (LTIA)
that are made under this act shall not be considered "appropriations subject to
limitation" under specified provisions of the California Constitution.

EXISTING LAW:  The California Constitution conditions the imposition of a
special tax by a city, county, or special district upon the approval of two-thirds of
the voters of the city, county, or special district voting on that tax, and prohibits
these entities from imposing an ad valorem tax on real property or a transactions
or sales tax on the sale of real property.

COMMENTS: The Legislature has authorized local governments to impose
sales taxes to generate additional revenue for local transportation improvements.
Counties use these local transportation sales taxes for purposes similar to state
and federal transportation funds. In 1996-97, local transportation sales taxes
generated about $1.6 billion, while state and federal gas taxes generated
approximately $5.3 billion. Although these local option sales taxes were




authorized with majority votes, all of the sales tax programs that require renewal
must be reauthorized within a 15 to 20 year period. There are 17 counties in the
state that have voter-approved countywide sales tax measures. Most of the
locally approved sales tax measures were passed on a limited-term basis. Many
are scheduled to expire between now and 2011. See attached listing.

Current law and court decisions require that these measures receive two-thirds
voter approval for authorization. In November of 2002, voters cast their ballots
on a number of transportation issues, including five sales tax measures. While
only Riverside County received the necessary two-thirds YES vote, all five won
the majority of votes:

In a report to the Legislature, the Legislative Analyst's Office (LAO) estimated
that in 1999-2000, local funds constituted half, or about $7.5 billion of all
revenues for transportation. Over one-third of local funds for transportation are
derived from optional local sales taxes (on all sales, not just gasoline) dedicated
for transportation purposes.

In February of 2002, the Governor's Commission on Building for the 21st Century
released its final report, which included several proposals for improving the
planning, financing, and delivery of infrastructure projects in the state. One of the
recommendations in the report suggested that the Legislature should amend the
State Constitution to lower the threshold for voter approval of local transportation
sales tax initiatives from the current level (2/3rds) to 55%. ACA 7 would
implement this recommendation.

STAFF RECOMMENDATION:  The loss of local sales taxes as a revenue
source for transportation will only increase the funding burden on the state and
require fewer funds to go further. Staff recommends a position of support and
that the Commission authorize the Chair to sign a letter to the legislature
conveying that support.




LOCAL SALES TAX MEASURES

1984 -2002

County Year % Yes Terminates

Alameda 2000 80% 2020
1986 57% 2002
1998* 58.5%

Contra Costa 1988 58% 2009
1986* 47%

Fresno 1986 57.5% 2007
2002* 53.6%

Imperial 1985 65% 2009

Los Angeles 1980 54% No Sunset
1990 52% No Sunset

Madera 1990 66% 2005
2002* 50.7%

Marin 1998* 63% & 43% Measures A&B

Merced 2002* 61.3%

Monterey 1992* 49.9%
1998* 52.9%

Orange 1989 55% 2010
1984* 30%
1989* 47%

Riverside 2002 69.07% Extends Measure A 2039
1986 79% 2009

Sacramento 1988 52.4% 2008
1988* Less than 50%

San Benito 1988 83% 1998
1998* 56.4%

San Bernardino 1989 59.8% 2009
1989* Less than 50%

San Diego 1987 53.2% 2008

San Francisco 1990 61% 2011

San Joaquin 1990 61% 2011

San Mateo 1988 61.7% 2009

Santa Barbara 1989 55% 2009

Santa Clara 2000 70% 2036
1996 77% & 52% 2005 (Measure A & B)
1984 56% 1994
1992* 54%

Solano 2002* 59.8%

Sonoma 2000* 58.6% Measure B-Highways
2000* 60.2% Measure C-Transit
1998* 73% & 47% Measures B&C
1994~ Less than needed

Stanislaus 1988* Less than 50%

Ventura 1989* Less than 50%

*did not pass




MEASURE: Senate Constitutional Amendment No. 7

AUTHORC(S): Murray (Coauthor: Poochigian)

SUBJECT: Transportation funding: Loans of transportation revenues
and funds

SUMMARY: This proposed constitutional amendment would require any

loans made to the State or the State's General Fund from the State Highway
Account or the Public Transportation Account to be repaid with interest.

Specifically the bill would:

1. Require that any loan of motor vehicle fuel and vehicle-related
revenues or trust funds made to the General Fund for more than
one year be repaid with interest at a rate established by the Pooled
Money Investment Account; and

2. Permit a loan of those funds to be made to other state funds or
accounts subject to the same terms and conditions applicable to
loans made to the General Fund.

EXISTING LAW:  The California Constitution restricts the expenditure of
certain motor vehicle fuel and vehicle related revenues dedicated to
transportation purposes. However, Article XIX permits those funds to be loaned
to the State's General Fund subject to one of the following conditions:

1. That the loan be repaid in full to the borrowed account during the
same fiscal year; or that

2. The loan be fully repaid within three fiscal years provided that the
Governor has proclaimed a fiscal emergency or that General Fund
revenues have declined from one year to the next, under conditions
specified in Article IV, Section 12 of the State Constitution.

The Constitution also authorizes the Legislature to statutorily approve loans of
Article XIX transportation funds to local transportation agencies provided that
those loans are repaid within four years and with interest at a rate established by
the Pooled Money Investment Account.

COMMENTS: This measure is a successor to ACA 30 (Murray) which was
approved by the State's voters as Proposition 2 on the November 4, 1998 ballot.
That measure was drafted in response to significant budgetary loans and
transfers of State Highway Account monies and Transportation Planning and




Development Account funds made to the State's General Fund during the 1990's
when California experienced massive budget deficits.

Because hundreds of millions of dollars were never repaid to the transportation
accounts from which they were borrowed, the author proposed and the voters
enacted Proposition 2, which established loan payback provisions within Articles
XIX and XIX A of the Constitution.

As a result, constitutional provisions now guarantee the timely repayment of state
transportation funds loaned to the General Fund. But with the exception of loans
made to local transportation agencies, no interest is paid on the borrowed funds,

which over time reduces the real value of the transportation accounts.

The 2001-02 and 2002-03 budgets made loans from the Traffic Congestion
Relief Fund (TCRF) to the General Fund and then backfilled the TCRF with loans
from Article XIX Transportation Funds. There is currently approximately $750
million owed to the State Highway Account and $275 million owed to the Public
Transportation Account. Only $173 million owed to the SHA is subject to the
conditions outlined in the Constitution today.

In an effort to protect the integrity of the state's transportation accounts, SCA 7
would amend the Constitution to require that any loans and transfers of
transportation tax and fee revenues to the General Fund or to any other state
account be repaid with interest and subject to the same conditions as applicable
loans made to the General Fund.

STAFF RECOMMENDATION:  Staff recommends that the Commission
support this bill and authorize the Chair to sign a letter to the legislature
conveying that support.




