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Date: February 10, 2010

To: The Honorable Members of the Los Angeles City Council
From: Gerry F, Mgifl}%‘"’l

Chief Legiflatéfe Analyst
Subject: Options for Revenue Generation

As requested by the City Council during its February 3, 2010 deliberations on the Mid
Year Financial Status Report in Motion 10M (Alarcon-Huizar), Motion 10R (Reyes-Parks), and
Motion 10BB (Huizar-Koretz), attached is matrix of proposed revenue generation ideas for the
City Council’s consideration at today’s Council meeting.
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REVENUE OPTIONS

OPTION DESCRIPTION REQUIRED Estimated Estimated COMMENTS
ACTION(S) Increase in Increase in
2009-10 Rev 2010-11 Rev
VOTER APPROVAL LIKELY NOT REQUIRED FOR ANY OF THE FOLLOWING MEASURES:
1 1 User fee for traffic | e Historically, the City received a very high | * Draft and enact | $0 $24M from a City staff need to further
enforcement percentage of traffic citation income per state | an ordinance $125/citation research the potential for
faw. Now, the State has added a large number | adding a user fee. user fee the State to impose this as
of fees that make the City’s share less than + Arrange (4 months of a surcharge.
25% (in one study City citation revenue did collections with revenue).
not even pay for officer overtime to testify in | LA Courts. Staff should also explore
court). » Agree on Up to $74M the possibility that the
¢ Currently City collects $16 million from enforcement annually, courts discretion will
moving violations. mechanism for although actual | limit what we will
e Current cost of issuing tickets is roughly those who do not collections recover/collect from this
$65 million/year. pay, and provide could likely be | surcharge, and if we need
e State actions have reduced City share from enforcement much less. State legislation to ensure
879% to less than 25%. staffing. full collection.

¢ Most fine amounts set by State action, not
by City.

s Judges often use their discretion to waive
fees placed on citations, thereby reducing
revenues.

e User fee of $125/citation would recover
costs; existing fine amounts would be the
penalty.

o As of September 2009, the City is
projected to issue 593K citations for moving
traffic violations.
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VOTER APPROVAL REQUIRED FOR ANY OF THE FOLLOWING MEASURES. The following chart shows the requirements for placing
measures on the Special Election and Regular Municipal ballots, and the veter approval requirements:

Special Election (November 2010)

General Tax Council Declare Emergency by 100% Council Vote & Mayoral approval. 50%+1 vote of the electorate.
Special Tax 2/3 Council Vote & Mayoral approval. 2/3rds vote of the electorate.
Regular Municipal Election
General Tax 2/3 Council Vote & Mayoral approval. 50% +1 vote of the electorate.
Special Tax 2/3 Council Vote & Mayoral approval. 2/3rds vote of the electorate.

NOTE: Proposition 218 authorizes local government to propose “property-related” fees to property owners affected by the proposed fee (other than
fees for water, sewer, or refuse collection), which can be approved by a majority of property owners. Local government may also weigh ballots in
proportion to fee liability.

Any parcel tax is considered special taxes for voting purposes.

4 | Recovery fee for » A fee charged per line on every phone bill | o Analyze $0 $21Min 2010~ | Union City adopted an
cost of 911 and » Amount designed to recover the cost of the | number of phone 11 (4 months of | ordinance in 2004 to
dispatch operations | emergency call center. lines and funding). impose a fee on telephone

¢ Previously used in San Jose and San collection delays. lines to fund the 911
Francisco and selected other CA cities. o Determine $65M annually | system but the Courts
¢ Preliminary estimate is a fee of appropriate thereafter, upon | subsequently determined
$2.25/line/mo. Exemptions. full that this was a special tax

¢ Developa implementation | that requires approval by

ballot measure depending on 2/3 of the electorate

for placement on the number and | under Proposition 2138.

the next available type of

ballot (November exemptions

2010) authorized, and

» Approval by collection rates.

50%+1 fora

General Tax or

2/3rds vote for a

special tax

s County

validates election

results.

o City begins

collection.

February 10, 2010 3
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Barrel tax on
petroleum
extraction

Charge either a fixed per-barrel tax or a gross
receipts tax per barrel of oil extracted within
City limits. Some southern California cities
charge 20¢ to 60¢ per barrel. Culver City
charges a tax of 1.8% of the price of each
barrel.

In 2007, 2.95M barrels were extracted from
768 active wells within the City limits. In the
County of Los Angeles, 26.3 million barrels
were extracted in 2007. Updated information
is pending.

* Development
of ballot measure
s Placement on
the next available
ballot (Nov 2010}
s Approval by
50%+1 fora
(General Tax or
2/3rds vote fora
special tax

o County
validates election
results. ‘

e City begins to
levy new rate and
collect revenues.

$0

Unknown,
inasmuch as
collection of
revenues must
be defined.
Monthly
submittals
could generate
4 months of
revenue in
2010-11
($450K).

Upon full implement-
tation, per barrel tax
would generate $0.5 -
$1.8 million/year. A
Gross Receipts tax per
barrel would likely
generate much more
revenue.

Tax

Parking Occupancy

The City imposes a 10% tax on all parking
fees collected from patrons at parking
facilities, which in 2009-10 generated $82.3M
in Parking Users’ Tax income.

Proposal is to increase the City’s Parking
Occupancy tax from 10% to 15%.

¢ Development
of ballot measure
¢ Placement on
the next available
ballot (Nov 2010)
¢+ Approval by
50%+1 fora
General Tax or
2/3rds vote for a
special fax

* County
validates election
results.

¢ City begins to
{evy new rate and
collect revenues
on a monthly
basis.

$0

$13.7M in
additional
revenue

{4 months of
revenue if
approved on
Nov 2010
ballot)

Upon full implement-
tation, this increase
would generate an
additional $41.15M
annually

Current rates in other
major cities:

Pittsburgh (45%), San
Francisco (25%), Chicago
(18.75% to 50%), New
York (10.375% to
18.375%), Miami (15%),
Philadelphia (15%), New
Orleans (12%), Oakland
(109%), Seattle (10%).

February 10, 2010
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Special Fire
Assessment

Levy a special tax per parcel of property
within the City to enable the Fire Department
to maintain and enhance fire and paramedic
services.

Similar to LA County tax approved by the
voters in 2002 to fund trauma, emergency and
bioterrorism preparedness, in addition to the
LA County special tax approved in 1997,
Current County tax is $56.17 for a single
family residence. Also applied to
commercial, industrial, high rise, special use,
and vacant land.

In 2009, the County assessed 603,363 single
family residential parcels, 108,879 residential
income parcels, and 66,419
commercial/industrial parcels in the City of
Los Angeles (total 778,661) with a total
assessed value of $413.4B.

¢ Development
of ballot measure
* Placement on
the next available
ballot (Nov 2010)
¢ Approval by
2/3rds vote.

¢ County
validates election
results.

e City begins to
levy new rate and
collect revenues
on the next
property tax bill.

$0

$0, inasmuch
as all property
tax levies to be
collected in
2010-11 must
be filed with
the County by
August 2010.

$42.8M annually, upon
full implementation at
$55/parcel per year.

February 10, 2010
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Wastewater
franchise fee

» The City enacted this fee in 1995-96 and
collected it as part of the wastewater fee.

+ The fee was phased out beginning in 2000.

» The Court of Appeals struck down a City of
Roseville in- lieu franchise fee of 4% they
imposed on three municipal utilities (water,
sewer, collection services) because it violated
Prop 218 by imposing a tax, rather than a fee
for service.

« The City has issues with surrounding
jurisdictions on Wastewater. The City could
re-institute this fee and share it with
participating cities.

¢ Development
of ballot measure
¢ Placement on
the next available
ballot (Nov 2010)
o Approval by
2/3rds vote

¢ County
validates election
results.

¢ City begins to
levy new rate and
collect revenues
on the next
property tax bill.

$0

$12M based on
4 months of
revenue. This
amount wouid
be reduced by
the amount
shared with
neighboring
jurisdictions.

$38M estimated full year
income, less shared
revenue of perhaps $2-3
million.

February 10, 2010
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15 | Marijuana Motion (Hahn-Koretz) (CF 08-2923-84), CAO and City $0 Unknown In July 2009, voters in the
Dispensary Tax introduced on February 3, 2010, instructs the | Attorney to City of Oakland approved
City Attorney and the CAO to develop a prepare ballot the creation of a new
proposal for placement on one of the 2011 measure for Business Tax rate for
ballots a tax on the cultivation of medical consideration. "Cannabis Businesses" of
marijuana. No details are provided on a $18 for each $1,000 of
proposed tax level. The CAO is instructed to gross receipts. Revenues
study from this assessment
wete not earmarked for
any specific purpose.
This tax was projected to
generate $315K for the
City of Oakland.
16 | Neighborhood Initiated by the Mayor, identify one or more Instruct the $0 50 The Mayor estimates that
Assessments Like | neighborhoods in which a package assessment | DONE and the this proposal could
BIDS is proposed to fund a bundle of services (e.g., | CAO to identify generate $1M per year,
tree trimming, street paving, and expanded one or more depending on the scope
library hours) crafted to meet the specific neighborhood and scale of the proposal.
needs of the community that is being councils
assessed, to supplement basic services interested in In 2004, San Francisco
provided by the City in the area. participating in enacted a similar
the development mechanism, authorizing
of a 5 year the formation of

service level
agreement, and a
ballot measure to
fund those
supplemental
services.

“Community Benefit
Districts” which are
essentially special benefit
districts created to
generate a stable revenue
source to fund a set of
services tailored to the
needs of that community,
which can inchude such
services as sidewalk
cleaning, supplemental
security, special lighting,
graffiti removal, and
neighborhood
beautification and
decorations.

February 10, 2010
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PROPOSALS RECENTLY SUBMITTED, REQUIRING ADDITIONAL RESEARCH OR STATE/FEDERAL LEGISLATIVE ACTION

19 | Red Light Cameras | As identified by the Mayor, use 63 existing Change in the Unknown Unknown The Mayor’s Office
red light cameras in the City to: State’s allocation estimates that these
o Cite out-of-state violators of funding for red changes could generate
¢ Detecting and citing red light violators who | light violations $8.96M in year one, and
make illegal left turns after the light has up to $1.32M more if
turned red these violations are
¢ Issue “Anti-Gridlock™ citations under treated as civil fines,
LAMC 89.90 rather than state law

violations.

20 | Sales Tax on As initiated by the Mayor, encourage the Introduce Unknown Unknown The Mayor’s Office
Internet & Mail State to adopt the “Streamlined Sales and Use | resolution to projects sales tax revenue
Order Sales Tax Agreement” as Adopted November 12, include support increases of $9M per year

2002, and Amended September 30, 2009. for similar to the City, based on a

The Streamlined Sales Tax Governing Board
began in March 2000 with a goal of
addressing the Bellas Hess v. Illionis and
Quill Corp. v. North Dakota decisions that a
state may not require a seller that does not
have a physical presence in the state to collect
tax on sales into the state. The Court ruled
that the existing system was too complicated
to impose on a business that did not have a
physical presence in the state. The Court said
Congress has the authority to allow states to
require remote sellers to collect tax.

The purpose of the Agreement is to simplify
and modernize sales and use tax
administration. To date, 23 states have
adopted the simplification measures in this
agreement. California has not. However, the
Legislature recently endorsed SJR 1
(Ducheny) urging members of the California
congressional delegation to join in support of
Congressional actions to allow states to
collect use taxes on products sold over the
Internet.

measures in the
Federal and State
Legislative
programs.

State Board of

Equalization estimate that
the State loses roughly
$1.085B per year to
internet and mail order
sales.

Note: Last year, two
measures were introduced
at the State Legislature to
atternpt o capture
internet sales tax by
seeking to define “in-state
presence” where there is
a link fo an out of state
retailer though an entity
with a clear in-state
presence. Both measures
(AB3X 19 and AB 178)
failed.
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24 | New costrecovery | - Charge Stand By fees for special events. Instruct the Unknown Unknown
fees for the LAFD | - Charge for the cost of removing standing or | LAFD and the
rushing water. CAO to analyze
- Charge individuals for rescue services, as the proposed
authorized by the State Government Code. changes and
- Establish tiered hazardous material storage report with
fee based on volume rather than flat fee. recommendations ‘

25 | Downtown Since February 2003, the city of London has | Instruct staff to $0 $0 Cities across the nation
Congestion Relief | charged a fee for driving private vehicles info | explore the are looking implementing
Charges downtown during weekdays in an effort to development of a various types of

reduce traffic congestion and raise revenues to | congestion congestion pricing,

fund transportation improvements. pricing program however, the emphasis
for downtown has been on highways

Generally, congestion pricing is used to Los Angeles. and HOT lanes and

reduce congestion and optimize transportation
system performance; reduce emissions to
meet air quality goals; and identify more
efficient means of sustaining revenues to
support transportation system investments and
associated mitigation needs. There are four
main types of pricing strategies:

* Variably priced lanes, involving variable
tolls on separated lanes within a highway,

such as Express Toll Lanes or HOT Lanes, i.e.

High Occupancy Toll lanes.

* Variable tolls on entire roadways — both on
toll roads and bridges, as well as on existing
toll-free facilities during rush hours.

* Cordon charges — either variable or fixed
charges to drive within or into a congested
area within a city.

» Area-wide charges — per-mile charges on all
roads within an area that may vary by level of
congestion.

limited implementation of
corridor, facility and
parking pricing. Emission
fees; cordon/area pricing/
vehicle use fees and road
space rationing have not
yet been implemented in
the United States. At
best, the implementation
of a congestion pricing
strategy would require
18-months to two years,
due to the detailed
technical feasibility
studies and public
participation and outreach
that would be needed.
Besides these costs,
funding for infrastructure
and enforcement would
be necessary, particularly
for cordon pricing and

corridor/road pricing if it

is implemented on
existing facilities.

February 10, 2010

15




