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Date of Hearing: August 25, 2016

ASSEMBLY COMMITTEE ON LOCAL GOVERNMENT
Susan Talamantes Eggman, Chair
AB 366 (Bonta) — As Amended June 14, 2016

SUBJECT: Transactions and use taxes: City of Alameda.

SUMMARY: Allows the City of Alameda to adopt an ordinapceposing the imposition of a
transactions and use tax that exceeds the 2%astatumhitation.

The Senate amendments delete the Assembly version of this bill, and éast:

1) Allow the City of Alameda to impose a transactiamsl use tax for general purposes at a rate
of no more than 0.5% that would, in combinationfvatl other transaction and use taxes,
exceed the 2% limit established in existing lavglifthe following conditions are met:

a) The city adopts an ordinance proposing the tramsacand use tax by any applicable
voting requirements;

b) The ordinance proposing the transactions and usie &pproved by the voters voting on
the ordinance in accordance with California Coosbh Article Xl C, and the election
on the ordinance proposing the tax may occur after January 1, 2017; and,

c) The transactions and use tax conforms to the Tctinga and Use Tax Law, as specified.

2) Provide, if the ordinance proposing the transastiemd use tax is not approved, that the
provisions of the bill shall be repealed as of danud, 2025.

3) Find and declare that a special law is necessaguse of the unique fiscal pressures in the
City of Alameda.

EXISTING LAW:

1) Authorizes cities and counties to impose a loclessand use tax.
2) Authorizes cities and counties to impose transastand use taxes.

3) Prohibits, in any county, the combined rate otalles imposed in accordance with
Transactions and Use Tax Law from exceeding 2%.

4) Authorizes Alameda County and Contra Costa Countydbpt an ordinance imposing a
transactions and use tax not to exceed 0.5% fasupport of countywide transportation
programs at a rate that would, in combination \&itfother transaction and use taxes, exceed
the 2% limit established in existing law, if alktfollowing conditions are met:

a) The local government entity adopts an ordinancegsing the transactions and use tax
by any applicable voting requirements;
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b) The ordinance proposing the transactions and xse tabmitted to the electorate and is
approved by two-thirds of the voters voting on ¢inéinance; and,

c) The transactions and use tax conforms to the Tctingaand Use Tax Law.
Provides that the authority for Alameda County @uwahtra Costa County to adopt an

ordinance to impose a transactions and use taetaeds the combined statutory rate of
2% shall only remain in effect until December 302Q.

FISCAL EFFECT: None

COMMENTS:

1)

2)

Transactions and Use Taxes. Existing law authorizes cities and counties tpase
transactions and use taxes in 0.125% incremeraddition to the state's 7.5% sales tax
provided that the combined rate in the county dag®xceed 2%. Transactions and use
taxes are taxes imposed on the total retail prfi@gay tangible personal property and the use
or storage of such property when sales tax is aiok pThese types of taxes may be levied as
general taxes (majority vote required), which awmeestricted, or special taxes (two-thirds
vote required), which are restricted for a spedifise.

The Transactions and Use Tax law authorizes thptemfoof local add-on rates to the
combined state and local sales tax rate. The &s\bkeen amended multiple times to
authorize specific cities, counties, special disdrand county transportation authorities to
impose a transactions and use tax, if voters agpttoeytax. Currently, 20 counties have
transactions and use taxes for public transportatidransit.

Prior to 2003, cities lacked the ability to plac&asactions and use taxes before their voters
without first obtaining approval by the Legislatucebring an ordinance before the city
council, and, if approved at the council levelthte voters. This was remedied by SB 566
(Scott), Chapter 709, Statutes of 2003. SB 566 @tained provisions to increase a
county's transactions and use tax cap because pb#sibility that certain counties were
going to run out of room under their caps, if @tigithin those counties approved
transactions and use taxes.

Because of the interaction between city-imposedcanahty-imposed transactions and use
taxes, the concern that counties will run into2B& cap still applies today. Currently, the
Counties of Alameda, Contra Costa, Los Angeles,SamdMateo have reached the 2% limit,
and the Counties of Marin, San Diego, and Sonomaear the 2% limit. The Legislature
has granted several exemptions to the 2% cap,dmguo several counties to allow an
additional countywide transactions and use taxréorsportation purposes.

Bill Summary. This bill provides an exemption to the City olafleda from the 2%
transactions and use tax combined rate cap tleatiisntly in statute. This bill authorizes the
City of Alameda to adopt an ordinance to proposeriposition of a transactions and use
tax for general purposes at a rate of no more @%b, and with the appropriate voter
approval pursuant to the California Constitutioihjst requires a majority vote for
transaction and use taxes for general purposebe rdinance proposing the transactions
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and use tax is not approved by voters by Janua925, the provisions of the bill would be
repealed as of that same date.

According to the City of Alameda, the sponsor a$ thill, the City is considering placing a
measure on the 2018 or 2020 ballot.

Prior Legidation. In 2011, the Legislature provided a one-time epigon for Alameda
County from the 2% transactions and use tax condliate cap [AB 1086 (Wieckowski),
Chapter 327, Statutes of 2011]. After a ballot suea in Alameda County fell narrowly
short of the necessary two-thirds vote, the Letistaextended the authority for Alameda
County to adopt an ordinance imposing a transast@on use tax from January 1, 2014, to
December 31, 2020, and authorized Contra Costatgtmadopt an ordinance imposing a
transactions and use tax in the same manner asedlla@ounty [AB 210 (Wieckowski),
Chapter 194, Statutes of 2013]. In November o#2@bters in Alameda County passed
Measure BB, a transactions and use tax at 0.54ntb transportation improvements for 30
years. AB 1665 (Bonilla), Chapter 45, Statute2@E6, removes the existing authority
granted to Alameda County and Contra Costa Countypose an additional transactions
and use tax, subject to voter approval, and instgaahts Contra Costa County's existing
authority to the Contra Costa Transportation Autlgor

AB 464 (Mullin) of 2015 would have increased theictywide transactions and use tax
combined cap from 2% to 3%, but was vetoed by thee@or.

Support Arguments. The City of Alameda argues that this bill "woaltbw voters to

decide if they want to increase taxes to fund €#vices that are critical to maintaining
Alameda's quality of life. If the City is succadsand the Sales Tax rate does not otherwise
change, this could potentially bring the City'seéSaTlax rate to ten percent."

Opposition Arguments. Howard Jarvis Taxpayers Association argues "Rdlglidifferent

tax rates across different counties also make rerddficult for businesses to remain
compliant with the law. Counties need to learbatance their budgets and control pension
excesses. We simply cannot justify increased ssgre taxation upon hard working
families.”

REGISTERED SUPPORT / OPPOSITION:

Support

City of Alameda [SPONSOR]

Alameda Chamber of Commerce

Alameda Firefighters Association, Local 689
Alameda Police Officers Association
Alameda Unified School District

Opposition

California Taxpayers Association
Howard Jarvis Taxpayers Association

AnalysisPrepared by: Misa Lennox /L. GOV. / (916) 319-3958



