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Date of Hearing: May 3, 2017

ASSEMBLY COMMITTEE ON LOCAL GOVERNMENT
Cecilia Aguiar-Curry, Chair
AB 1613 (Mullin) — As Amended April 19, 2017

SUBJECT: San Mateo County Transit District: retail trao8ons and use tax.

SUMMARY : Authorizes the San Mateo County Transit Distf&8&mTrans), subject to voter
approval, to exceed the 2% transactions and us@t#X) limit at a rate of no more than 0.5%.
Specifically,this bill :

1) Authorizes SamTrans to impose a retail TUT, suligeter approval, that would, in
combination with all other TUTs in San Mateo Coyretyceed the 2% limit on TUTs
established in existing law, if the following recepments are met:

a) The tax is set at a rate of no more than 0.5%;

b) The SamTrans Board of Directors (Board) adoptotdaance approving the tax before
January 1, 2021; and,

c) The TUT conforms to the Transactions and Use Tax ds specified.

2) Prohibits the Board from utilizing the authorityihabove, if San Mateo County uses their
existing authority to impose a TUT that exceeds2¥Wtecountywide limit in current law by
0.5% for transportation programs.

3) Prohibits San Mateo County from utilizing their gag authority to impose a TUT for
transportation programs that exceeds the 2% couaéylmit on TUTs, if SamTrans uses
the authority in 1), above.

4) Clarifies that the ordinance adopted by the Boaog@sing a TUT must be consistent with
California Constitution Article XlII C.

EXISTING LAW :

1) Prohibits, in any county, the combined rate off&llTs imposed in accordance with
Transactions and Use Tax Law from exceeding 2%.

2) Authorizes San Mateo County, until January 1, 2@26l, in accordance with the
requirements of the Bay Area County Traffic andnBportation Fund Act, to impose a TUT
for countywide transportation purposes at 0.5% éxaeeds the 2% limit established in
existing law, subject to voter approval.

3) Authorizes the Board of the SamTrans to impose &, Bubject to voter approval.

4) Requires, pursuant to Article XllI C of the Califda Constitution, that no local government
may impose, extend, or increase any special tdgssmand until that tax is submitted to the
electorate and approved by a two-thirds vote.

FISCAL EFFECT : None
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COMMENTS:

1)

2)

3)

4)

TUTs. TUTs are taxes that are applied to the retail sa#fiésngible personal property, such
as when clothing or other goods are purchasedtaora, as well as to the use or storage of
such property when sales tax is not paid. If thases are to be used for unrestricted,
general purposes, they must be approved by thesvioyea majority vote. Special taxes,
which are restricted for a specified use, suchassportation projects, must be approved by
a two-thirds vote.

Under current law, cities, counties, and speci§ipdcial districts and transportation
authorities may not impose transactions and usssttpat, when combined with other taxes,
exceed a total of 2%. However, the Legislaturegrasided multiple exemptions to cities,
counties, special districts, and county transpioretuthorities, to exceed the 2% cap.

According to California City Finance, since 1996fers have considered 64 countywide
transportation sales tax measures. Only 28 okthtsasures passed with the necessary two-
thirds vote. Currently, 24 counties have TUTstfansportation.

Bill Summary. This bill authorizes SamTrans to impose a retaill T&ubject to voter
approval, that exceeds the 2% countywide combiatxiaap. Under this bill, the governing
board of SamTrans must first adopt an ordinandeeproposed tax at a rate of no more
than 0.5% before January 1, 2021. It must alseivedhe appropriate voter approval,
pursuant to the California Constitution, which riegs a two-thirds vote for special taxes.

While this bill does not specifically restrict Sefateo County’s ability to place a TUT
measure on the ballot for transportation purpabes).5% cap could only be used by
SamTrans or San Mateo County, but not both. Uadeent law, no more taxes may be
imposed once the total 0.5% cap is reached. Bffdygt this means that once the 2.5%
threshold is reached, no entity may impose moresiaregardless of which entity put the
TUT proposal on the ballot. This bill is sponsobgdSamTrans.

Author’s Statement. According to the author, “This bill would give alrsportation agency
in the County of San Mateo the option to placeless@x measure before the voters during
an upcoming election that could provide additicea&kenues for the county’s transportation
priorities. San Mateo County is currently subjecthe 2 percent cap and successfully
sought legislation to exceed it in 2015. This Wdluld not increase the taxing authority
beyond what was enacted in 2015, but rather proadeher option for the county in
determining the agency responsible for drafting iamglementing the expenditure plan for a
future transportation sales tax. The District,saese of its role in administering the county’s
prior sales tax measure (Measure A), but also lsecatithe multi-modal nature of the
agencies it administers, may be better suitedhisrrole.”

Transportation in San Mateo County. SamTrans is a special district that implements
multimodal transportation services, such as bustpasit, and commuter rail and shuttle
lines, throughout San Mateo County. SamTrans begarating the first bus lines in 1976.
The district is funded through a variety of fundsaurces, including federal, state, and local
taxes. According to their 2015-2019 Strategic Pi8amTrans has structural deficits driven
by the uncertainty of funding from federal, staed local sources, particularly State
Transportation Development Act funds that make Bip&rcent of SamTrans revenue and a
local half-cent sales tax that makes up anothgretéent. Because SamTrans can'’t directly
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influence these, SamTrans has control over ontgpallgart of its revenue stream,
specifically farebox revenue [such as bus farek]civmakes up about 11 percent of its
revenue.”

SamTrans also manages the San Mateo County TraasporAuthority’s (SMCTA)

funding of highway, bicycle, arterial, and otherbiliby programs in the county. SCMTA is
an independent agency that was created in 1988 @aerMateo County voters approved a
20 year half-cent sales tax to fund transportapiajects and programs in the County. This
sales tax expired in 2008, and was extended WBiB2 SCMTA continues to manage and
administer sales tax revenues that are generateualgin other measures. SCMTA is
governed by a seven-member board, with one menipairsted by SamTrans.

Funding in San Mateo County. Currently, San Mateo County has three countywidé&s

at a total of 1.5%. However, because the cap tagscountywide and citywide taxes into
account, even if a county has not reached the 3¥paraadditional city tax could mean that
the cap has been reached. Because of this interdettween city-imposed and county-
imposed TUTSs, the concern that counties will rumo ithe 2% cap still applies today.

With three countywide taxes and several citywider$lUSan Mateo County has reached the
2% limit. SB 705 (Hill), Chapter 579, Statutes26f15, authorized San Mateo County to
exceed the 2% cap to impose a TUT for transportgiioposes by 0.5%, subject to voter
approval and in accordance with the requiremente@Bay Area County Traffic and
Transportation Funding Act. The authority grantgdSB 705 to exceed the 2% cap has not
been utilized.

Previous Legislation. The Legislature has previously granted exemptiortee 2% cap for
TUTSs to support countywide transportation programs.

a) AB 2321 (Feuer), Chapter 302, Statutes of 200$aited the Los Angeles
Metropolitan Transportation Authority (MTA) to impe, subject to voter approval, a
0.5% sales tax for 30 years. SB 767 (De Leon)p&h&80, Statutes of 2015,
authorized MTA to impose an additional 0.5% taxtfansportation purposes.

b) AB 1086 (Wieckowski), Chapter 327, Statutes of 2QdLithorized a one-time exemption
for Alameda County from the 2% cap. AB 210 (Wieak&i), Chapter 194, Statutes of
2013, extended the authority granted to Alamedan@ow adopt an ordinance imposing
a TUT from January 1, 2014, to December 31, 2020 ,athorized Contra Costa County
to adopt an ordinance imposing a TUT in the samen@aas Alameda County.

AB 1665 (Bonilla), Chapter 45, Statutes of 2016noged the authority from the
Counties of Alameda and Contra Costa to impose & fBdcountywide transportation
programs at a rate of no more than 0.5%, and idstganted that authority to the Contra
Costa Transportation Authority.

c) AB 464 (Mullin) in 2015 would have increased theximaum combined rate of all taxes
imposed by any county from 2% to 3%. AB 464 wa®edtby the Governor.

Arguments in Support. SamTrans, the Peninsula Corridor Joint Powers B@andl SMCTA
write in support: “Historically, San Mateo Countgters have shown a willingness to
approve local sales taxes to fund new and existargsportation services, invest in critically
needed infrastructure and support other vital Igseavices. This legislation will provide the
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capacity to allow for local decision makers to wetheir options in addressing our
transportation needs.”

8) Arguments in Opposition. The Howard Jarvis Taxpayers Association, in oppmsitwvrites,
“Even if appropriate voter approval is achievedalbg AB 1613 still represents poor public
policy for numerous reasons. [...] With both waged eonsumer confidence increasing,
this is the wrong message to be sending to Calddexpayers.”

REGISTERED SUPPORT / OPPOSITION:
Support

San Mateo County Transit District [SPONSOR]
Peninsula Corridor Joint Powers Board (Caltrain)
San Mateo County Transportation Authority

Opposition
Howard Jarvis Taxpayers Association

Analysis Prepared by Kim Kollwitz / L. GOV. / (916) 319-3958



