Sales Tax Authority for County Unincorporated Areas

Specific Proposal

Revise the current Revenue and Taxation Code to provide for a board of
supervisors to request voter approval by the residents in the unincorporated
areas for a local sales tax solely for services in the unincorporated area of the

county.

Background

Under current law (Revenue and Taxation Code 7285 and 7285.5), counties are
authorized to levy a local sales tax on a countywide basis for general or specific
government purposes. The authorizing ordinances require a two-thirds vote of the board
of supervisors and approval by a majority of the voters countywide (general purposes) or
by a two-thirds vote countywide (specific purposes). Cities are also authorized to
request voter approval for sales taxes within their municipalities.

In addition, counties are authorized to impose, among others, a transient occupancy tax
(Revenue and Taxation Code 7280, et. sec.), a business license tax (Revenue and
Taxation Code 7284 and Business and Professions Code 16100), and a utility users tax
(Revenue and Taxation Code 7284.2) in the unincorporated areas of the county, subject
to voter approval.

Current law, however, does not provide for a board of supervisors to request voter
approval by the residents in the unincorporated areas for a local sales tax solely
for services in the unincorporated area of the county. It is unclear why this disparity
exists Rather, it appears to be a technical oversight in the drafting of the original statute
authorizing the countywide and city sales tax authorities. A simple change in the statute
would correct this current inequity in the law and would provide boards of supervisors
with an additional revenue option, subject to voter approval of those residing in the
unincorporated areas, to assist in financing the municipal services that are provided to
residents in the unincorporated areas.

Attached for further information is the following:

Y Draft language to modify Revenue and Taxation Code 7285 to provide for the
provision of sales tax authority in the unincorporated areas of counties, subject
to voter approval.

Y Charts which show the potential revenue to counties, sorted by percentage of
unincorporated area, percentage of sales tax in the unincorporated area, and
amount of sales tax revenue that could be generated by county from a % cent
increase.

Support for this proposal would include the California State Association of Counties
(CSAC), individual counties, and other statewide advocacy and labor organizations.



REV AND TAX CODE: SALES AND USE TAXES

NEW SECTIONS:

7285.1 The board of supervisors of any county may levy, increase, or
extend a transactions and use tax for general purposes within the
unincorporated area of the county at a rate of

0.25 percent or a multiple therecf, if the ordinance proposing that
tax i1s approved by a two-thirds vote of all members of the board of
supervisors and the tax is approved by a majority vote of the
qualified voters of the county residing in the unincorporated area of
the county and voting in an election on the issue.

The board of supervisors may levy, increase, or extend more than one
transaction and use tax under this section, if the adoption of each
tax is in the manner prescribed in this section. The transactions
and use tax shall conform to Part 1.6 (commencing with Section 7251).
Tax revenues derived pursuant to this section may only be utilized for
general purposes within the unincorporated area of the county.

1285, 6. (a) As an alternative to the procedure set forth in Section
7285, the board of superviscrs of any county may levy, increase, or
extend a transactions and use tax for specific purposes within the
unincorporated area of the county. The tax may

be levied, increased, or extended at a rate of 0.25 percent, or a
multiple thereof, for the purpose for which it is estaklished, if all
of the following requirements are met:

(1} The ordinance proposing that tax is approved by a two-thirds
vote of all members of the board of supervisors and is subsequently
approved by a two-thirds vote of the qualified voters residing in the
unincorporated area of the county and ef+the eountsy
voting in an election on the issue.

(2) The transactions and use tax conforms to the Transactions and
Use Tax Law Part 1.6 (commencing with Section 7251).

(3) The ordinance includes an expenditure plan describing the
specific projects for which the revenues from the tax may be
expended.

(b) A county shall be deemed to be an authority for purposes of
Chapter 1 {commencing with Sectiocn 55800) of Part 3 of Division 2 of
Title 5 of the Government Code.

(c) Tax revenues derived pursuant to this section may only be
utilized for specific purposes within the unincorporated area of the

county.




Sales Tax in Santa Cruz County:

6.25% state rate plus 1.00% local

The county has a 0.25% library rate and a 0.50 transit rate,

sales tax in Santa Cruz is 8.00%
Four cities have add-ons:

Capitola 0.25%, for a rate of
Watsonville 0.25%, for a rate of

Santa Cruz 0.50%, for a rate of
Scotts Valley 0.50%, for a rate

(uniform) rate

8.25%
8.25%

8.50%
of 8.50%

so the



FROM BOE WEBSITE:

Santa Cruz
Santa Cruz
Santa Cruz
Santa Cruz
Santa Cruz
Santa Cruz
Santa Cruz
Santa Cruz
Santa Cruz
Santa Cruz
Santa Cruz
Santa Cruz
Santa Cruz
Santa Cruz
Santa Cruz
Santa Cruz
Santa Cruz
Santa Cruz
Santa Cruz
Santa Cruz
Santa Cruz

TAX RATES IN SANTA CRUZ COUNTY

8.000 %
8.000 %
8.000 %
8.000 %
8.000 %
8.000 %
8.000 %
8.000 %
8.000 %
8.000 %
8.000 %
8.000 %
8.000 %
8.000 %
8.000 %
8.000 %
8.250 %
8.250 %
8.250 %
8.500 %
8.500 %

Aptos

Ben Lomond

Big Basin

Bonny Doon

Boulder Creek
Brookdale

Davenport

Felton

Freedom

La Selva Beach
Lockheed

Monterey Bay Academy
Mount Hermon

Opal Cliffs

Seabright

Soquel

Capitola*

Corralitos (Watsonville*)
Watsonville*

Santa Cruz*

Scotts Valley*



FROM BOE WEBSITE:
History of Sales and Use Tax Rates

(excludes district taxes)

Effective Date End Date State Rate Local Rate Combined Rate
07/01/04 Current 6.25%* 1.00%* 7.25%
01/01/02 06/30/04 6.00% 1.25% 7.25%
01/01/01 12/31/01 5.75% 1.25% 7.00%
07/15/91 12/31/00 6.00% 1.25% 7.25%
01/01/91 07/14/91 4.75% 1.25% 6.00%
12/01/89 12/31/90 5.00% 1.25% 6.25%
04/01/74 11/30/89 4.75% 1.25% 6.00%
10/01/73 03/31/74 3.75% 1.25% 5.00%
07/01/73 9/30/1973 4.75% 1.25% 6.00%
07/01/72 06/30/73 3.75% 1.25% 5.00%
08/01/67 06/30/72 4.00% 1.00% 5.00%
01/01/62 07/31/67 3.00% 1.00% 4.00%
07/01/49 12/31/61 3.00% 3.00%
07/01/43 06/30/49 2.50% 2.50%
07/01/35 06/30/43 3.00% 3.00%

08/01/33** 06/30/35** 2.50% 2.50%
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