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EXECUTIVE MANAGEMENT AND AUIDT COMMITTEE
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SUBJECT:
SB 314 (MURRAY) ONE-HALF CENT SALES TAX FOR TRANSPORTATION CAPITAL IMPROVEMENTS

ACTION:
APPROVE RECOMMENDATIONS

RECOMMENDATION

A. Approve the multi-modal list of projects contained in Attachment A to be submitted to State Senator Murray, the bill’s author, for inclusion in SB 314.

B. Direct the Chief Executive Officer to work with the author to extend the term of the sales tax from five to at least six years.

ISSUE
SB 314 would grant to the MTA the authority to place on the ballot a one-half cent sales tax for specific transportation capital projects in Los Angeles County and would provide an exemption to current laws which cap sales taxes at 8.75%.  Under current law, new taxes such as those proposed by SB 314 require approval by two-thirds of the voters.  ACA 7 (Dutra) and SCA 2 (Torlakson), which are currently proceeding through the Legislature, would reduce the voter threshold to 55% for transportation sales tax.  

SB 314 is geared to rapid delivery of specific projects and the funds are not subject to revocation by the state nor can they be used for another purpose by the MTA.  The revenues generated by the sales tax could also be combined with existing federal and/or state dollars thus further increasing the amount available to fund projects.

At the June 26, 2003 meeting, the Board approved a support position on this bill, if it was amended to give the MTA Board sole discretion as to the projects that would be included.  The MTA Board position on this bill has been explored with Senator Murray.  The Senator has expressed his desire to work with the MTA Board to develop a measure on which the Legislature and the Board can agree.  Consistent with the Board direction, Attachment A contains a multi-modal list of projects for approval to be submitted to Senator Murray’s office for inclusion in SB 314.  This list assumes that the term of the tax is extended to six years.  For the capital projects listed, it is assumed that the proposed sales tax will contribute 75% of the estimated cost.  Further, it is assumed that MTA and/or its other funding partners will provide the remaining 25% from non-SB 314 fund sources, which are not reflected in the 

table.  With regard to the program contributions listed in the attachment, these figures represent the proposed sales tax contribution to larger program needs.  

POLICY IMPLICATIONS

With the State budget situation, the Board over the past several months has taken actions to allow regionally significant, high priority projects to move forward.  These actions have reallocated resources among projects by deferring either phases or entire projects.  SB 314 would generate revenues to allow some of the deferred phases/projects to move forward in a timely manner.  The projects contained in Attachment A are consistent with the draft Short Range Transportation Plan.  

OPTIONS

The Board could add or delete projects from the proposed list.  This option is not recommended as the projects contained in Attachment A are consistent with the draft Short Range Transportation Plan and reflect Board directives.  The Board also has the option of requesting Senator Murray to extend the terms of the tax by more than a year.  This option is also not recommended as based on previous discussions with the Senator, he does not appear to be receptive to extending the term of the sales tax.  He may, however, be receptive to a one-year extension.

FINANCIAL IMPACT
SB 314, in its current form, would authorize the MTA, upon voter approval, to impose an additional one-half cent transaction and use tax for five years or less.  If implemented for six years, it is estimated that SB 314 would generate $4.2 billion for Los Angeles County’s transportation purposes.  These funds could be used as a match for leveraging federal and state transportation funds.  Should MTA and/or its other funding partners provide a 25% match using federal and/or state funds for the capital projects listed, additional funds would be available for transportation priorities in Los Angeles County.  With regard to the program contributions, SB 314 revenues could be used as a contribution to programs with much larger needs.

DISCUSSION

Senator Murray introduced SB 314 in February 2003.  It has undergone several amendments the latest of which was June 2003.  The Assembly Transportation Committee approved the bill on July 7, 2003.  In its current form, the bill would authorize the MTA, with voter approval, to impose a transaction and use tax at a rate of one-half cent for five years or less for the funding of specified capital transportation-related projects.  This would be in addition to any other tax that MTA is authorized to impose.  SB 314 would also provide an exemption to current laws, which cap sales taxes at 8.75%.

At the June 2003 meeting, the Board took a support position with the caveat that the MTA Board would select the projects that would be funded through the revenues generated by the tax.  In developing the list of projects contained in Attachment A, the funding Working Priorities approved by the Board in April 2003, draft Short Range Transportation Plan and other Board directives were reviewed.  The projects contained in the attachment are consistent with the draft Short Range Transportation Plan to be adopted by the Board in August 2003, represent those projects or phases of projects whose funding had been deferred due to the State budget shortfall and/ or reflect Board directives.  

At this time, the capital project costs used to prepare Attachment A are estimated.  This is due to the fact that many of these projects are in the early stages of development.  Due to the uncertainty with regard to these estimates, it is recommended that discussions continue with Senator Murray to provide MTA with some flexibility regarding: (1) the amount of sales tax expenditures allowed on each project; (2) ability to move funds among the projects should the actual costs be above or below the estimates; or (3) as a result of environmental analysis and engineering, a project may no longer be feasible.

The attached list assumes that the term of the tax is extended to six years and that revenues generated by it will be provide 75% of the cost for the capital projects listed.  The program costs represent the sales taxes contribution to much larger program needs.  Should the tax not be extended, the amount of the match could be increased in order to fully fund the projects or the program contributions reduced.  Similarly, if the tax is extended for more than six years, the amount of the match could be reduced or program contributions increased.

NEXT STEPS

Upon Board approval, the list contained in Attachment A will be transmitted to Senator Murray’s office.  Further discussions will also be held with the Senator to determine his willingness to extend the term of the sales tax and to allow flexibility with regard to the amount of sales tax funds allocated and allowed to be expended on the specified projects due to the uncertainty of the cost estimates at these early stages of development.  Should voters approve the one-half sales tax, MTA will develop guidelines for the program’s implementation.
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