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LOCAL SALES TAXES FOR TRANSPORTATION
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SUPPORT IF AMENDED

RECOMMENDATION

Staff recommends that the MTA Board of Directors support if amended position on SCA 2.

PROVISIONS
Current law authorizes the imposition of a local sales tax subject to the approval of two-thirds of the voters in the particular jurisdiction.  SCA 2 would reduce the voting requirement to a simple majority for sales taxes related to transportation under the following conditions.

· That the agency implementing the tax is currently authorized to do so. 

· That the tax is for transportation projects and smart growth planning.

· That 25% of the revenues from the tax are dedicated to smart growth planning.

IMPACT ANALYSIS

SCA 2 would reduce the vote threshold requirement from a two-thirds to simple majority vote to impose a local sales tax for transportation purposes.  The State had previously considered this proposal under SCA 5 in 2002 but was unable to reach a consensus with the Republican Caucus and the measure was not approved by the Legislature.  SCA 2 is being submitted to the Board concurrent with ACA 7 by Assembly Member Dutra.  ACA 7 does not require that funds be allocated for Smart Growth Planning. 

This bill addresses a major source of transportation funding that has been important for transportation interests throughout the state.  Local sales taxes account for a significant portion of transportation funding.  A number of counties in the state adopted local sales tax measures that expire and these oncoming expirations will result in a significant loss of funding for transportation projects.  Los Angeles County’s sales taxes for transportation (Propositions A & C) are permanent.  The voting requirements to implement a tax were raised to a two-thirds majority after the initial imposition of the original sales tax.  Extending these local sales taxes in other parts of the state would require a two-thirds vote rather than the simple majority by which these measures were originally approved.

SCA 2 however, also imposes a condition that 25% of the funds from the new tax be dedicated to smart growth planning.  The imposition of such a condition will limit the amount of funds available for transportation projects.  An additional ½ cent sales tax for transportation purposes in Los Angeles County would net approximately $500 million annually. Under SCA 2, 25% of that, or $130 million, would be available for smart growth planning.  The goals of encouraging smart growth are laudable and could be supported by sales tax funds.  It is recommended, however, that SCA 2 be amended to allow funds to be used for smart growth project rather than mandate their use in specific amounts. This will allow transportation agencies more flexibility to respond to regional priorities. 

A number of transportation related groups support the reduced vote threshold for transportation related sales taxes including various county transportation commissions, the California Transit Association, the League of Cities and California State Association of Counties. The League of Cities has adopted a position in support of the lower vote threshold and in opposition to the mandated allocation for smart growth planning. The reduction in voting requirements for transportation related local sales taxes has been supported primarily by the Self-Help Counties Coalition that consists of counties with approved sales tax measures.  

The MTA Board previously adopted a support position on SCA 5.  Consistent with that position, staff recommends that the Board of Directors support if amended position on SCA 2.
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