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EXECUTIVE SUMMARY

Legislative Objectives

-l The proposed ordinance would authorize the City and County of San Francisco to
institute a one-half percent Safe Communities Transaction and Use Tax (Sales Tax) for a
- period of ten years if either the State Legislature or the Stafe electorate do not reinstitute
the temporary one percent increase in Sales Tax or impose a substantrally sumlar tax

before November 30, 2011.

Key Points. !

o The State of California rmposed a temporary one percent Sales Tax increase effective ,
April 1, 2009 that expired on June 30, 2011, which mcreased San Francisco’s Sales Tax | .
{ ~ rate from 8.5 percent to 9.5 percerit. '
1 » ' _The decrease of one percent in the State Sales Tax rate as of July 1, 2011 W1ll directly |
“impact the State’s General Fund and will llkely result in decreased State funding to San |
) Francisco in FY 2011- 12.
® Per the text of the proposed ordinance and the supplementary Safe . Commumt1es
" Transaction and Use Tax Expenditure Plan, the Safe Communities Transaction and Use .
- Tax is required to be expended for support. of San Francisco’s public safety and social
safety net pro grams for children and senior citizens.

Fiscal lmpacts :

e According to the Safe Communities Transaction and Use Tax Expend1ture Plan the
proposed one-half percent Safe Communities Transaction and Use Tax is estimated to
generate approximately $60,000,000.in FY 2012-13 and approximately $702,900,000 | -
over the nextten years for the City and County of San Francisco.

e Each year, per the text of the proposed ordinance, 50 percent of the Safe Commumtles
Transaction.and Use Tax revenues, or approximately $30,000,000 in FY 2012-13, would.
be required to be appropriated for public safety programs and 50 percent of the reVenues
or approxunately $30,000,000 in FY 2012-13 would be required to be appropriated for
socjal safety net programs for children and senior citizens. Specific programs within-

- these categories and the amount for each program would be subject to annual
appropriation approval by the Mayor and the Board of Supervisors.

Recommendatlon

» Approval of the proposed ordinance is a policy decision for the Board of Supervisors.
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MANDATE STATEMENT/ BACKGROUND

Mandate Stétement-'

In accordance with the City’s Business and Tax Regulations Code Sections 1202-1204 and
-California Revenue and Taxation Code Section 7285.5, the. California State Board of
‘Equalization currently collects a one. percent local Transaction and Use Tax (Sales Taxes) that
is then transferred to the City and County of San Francisco’s General Fund as well as various .
“special district use taxes” that benefit regional transportation and schools (s¢e Table 1 below).
‘In accordance with California' Revenue, and Taxation Code Section 7285.5, local Sales Taxes '
can be increased by multiples of one-quarter of one percent, not to exceed two percent, if
- approved by ordinance by two-thirds of the Board of Supervisors and subsequently approved
by a two-thirds vote of the San Francisco electorate. This ordinance includes an expenditure
plan descnbmg how the pr0posed Sales Tax revenues would be expended

Background

In 2009, the State Legislature imposed a temporary one percent increase in the -State Sales Tax
increasing it from 6.25 percent to 7.25 percent effective April 1, 2009 through June 30, 2011.
The revenues from this one percent increase were dedicated to the State’s General Fund. On July
"1, 2011, because of the expiration of the temporary one percent increase in the State Sales Tax,
) the total Sales Tax in San Francisco decreased from 9.5 percent to 8.5 percent. Table 1 below
shows the petcentage allocation of revenues from both the previous 9.5 percent and current 8.5

percent Sales Tax for San Franc1sco
' " Table 1: Sales and Use Tax

o : S | 6/30/2011 | 7/1/2011

| State Sales Tax o o 7.25% | 6.25%

State General Fund ' | 6.00% 5.00%

Fiscal Recovery Act (+) . 0.25% 0.25%

Local Revenue Fund Lo o 0.50% | 0.50%

Public Safety Fund , : ' 0.50% 0.50%

Local Sales Tax . | 1.00% | 1.00%
Local Sales Tax (General Fund) ' 1.00% | 1.00% -

Fiscal Recovery Act(-) _ -0.25% | -0.25%

Local Transportation Tax (TDA) o 0.25%. 0.25%

Special District Use Tax _ T | 1.25% | 1.25%

SF County Transportation Authority . 0.50% 0.50%

" Bay Area Rapid Transit (BART) o 0.50% 0.50%.

SF Public Financing Authority (Schools) 0.25% 0.25%

Total Sales Tax Rate for San Francisco 9.50% 8.50%
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.The State of California collected a total of approximately $42,200,000,000 in Sales Taxes in FY
2009-10 at the 9.5 percent rate, of which approximately $27,700,000,000 was ‘allocated to the -
State’s General Fund. Based on estimated projections by the State Board of Equahzahon the
projected annual decrease of .State General Fund revenues with the expiration of the temporary -
one percent mcrease in Sales Tax is apprommately $4,600,000,000.

. DETAILS OF PROPOSED LEGISLATION

. The proposed ordinance would amend the City’s Business and Tax Regulations Code to add
Article 16-A which would institute a one-half percent Safe Communities Transaction and Use

- Tax for a period of ten years, if either the State Legislature or State electorate do not reinstitute

 the temporary one percent increase or impose a substantially similar tax before November 30,
2011. The proposed ordinance would also create a special revenue fund called the Safe
Communities Transaction and Use Tax Fund to receive the additional Sales Tax revenues and
allocate those funds to pubhc safety programs and social safety net programs for Chlldl‘CIl and

semor citizens.

~ The proposed ordinance would also approve the Safe Communities' Transaction and Use Tax
Expenditure Plan prepared by the- Mayor’s Office on June 14, 2011 which directs the Sales Tax
revenues from the Safe Communities Transaction and Use Tax to be divided equally between
Public Safety and Social Safety Net programs. Under the proposed ordinance, the Board of -
Supervisors would have the authority to adjust the percentage allocation of expenditures from the

" Safe Communities Transaction and Use Tax Fund by -a two-thirds vote, provided that any
proposed allocations could not be expended for purposes other than those descr1bed in the Safe
'Commumnes Transaction and Use Tax Expenditure Plan. o

As required by Asticle )GIIC_o_f the California Constitution and Section 7285 of the California
Revenue and Taxation Code, if approved by the Board of Supervisors, the proposed ordinance
would be submitted to the San Francisco voters for approval at the November 8, 2011 municipal
election. If approved by at least two-thirds of San Francisco voters, the proposed one-half
percent Sales Tax Would be effectwe on Aprll 1,2012.

FISCAL IMPACTS

I l
'

According to Ms. Michelle Allersma of the Controller’s Office, the local one percent Sales and

- Use Tax generates approximately $120,000,000 in.annual revenue for the City and County of

- San Francisco. Therefore, the proposed one-half percent Safe Cominunities Transaction and Use -
Tax is projected to generate approximately $60,000,000 in FY 2012-13 for the City and County
of San Francisco. Under the proposed ordinance, this one-half percent increase would be
effective for ten years from April 1, 2012 through March 31, 2022. According to projections in
the Safe Communities Transaction and Use Tax Expendlture Plan, as proposed by the Mayor’s
Office, as shown in Table 1 below, over this ten-year period, including projected increases in -
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!

overall Sales Tax revemues’, the addltlonal one-half percent Sales Tax Would generate an
_estimated increase in Sales Tax revenue of $702,900,000 for San Franmsco

Table 1 Expendlture Category (Mllhons)

F iscal Year Revenue Public. Safety “Social Safety Net
2012* | $15.0 $7.5 | $7.5
2013 - | $60.0 . . $300 | . $300

- 2014 - $61.8 ©$309 . | $309
2015 - $63.7 . $31.8 $31.8°
2016 |- $65.6 $32.8 - $32.8
2017 $67.5 $33.8 - . $33.8
2018 < $69.6 . $34.8 - $34.8
2019 $71.6 - $35.8 $358
2020 $73.8 8369 | $36.9 .
2021 - $76.0 . | - - $38.0 $38.0°
2022 $78.3 $39.1. $39.1
Total | $7029. |  $3514 -~ -$351.4

* The first year would only mclude April 1, 2012 through June 30%, 2012

Although the proposed ordmance specifies that the additional revenues would be used for public -
--safety and social safety net programs, the specific appropriation of the Safe Communities
Transaction and Use Tax revenues would be determined annually by the Mayor’s Office and

. Board of Supervisors, as part of the annual budget process with the exception of the partlal year. .

from April 1,. 2012 to June 30, 2012. Those Sales Tax revenues would be available for
supplemental appropriations. .

“Poucvi IMPACTS

The California 2011-12 Budget signed into law on June 30, 2011 included $12, 500,000, OOO in
expendlture reductions. For public safety, a combmat1on of réductions to the Veh1cle License
F ee and the State’s realignment of corrections’® will have a significant impact on ‘San Francisco.
Regardmg social safety net programs for children and senior citizens, while the City is still in the
process of developing estimates for how much funding will be reduced for children and senior
citizens, Mr. Greg Wagner, the Mayor s Ofﬁce Budget Director beheves that the reductions
could be substantial. : : -

" Mr. Jonathan Lyens from the Mayor’s Ofﬁce adv1sed that these ten-year projections assume an annual 3 percent
inflation rate based on increasing prices which would result in additional Sales Tax revenue.
2 As of July 1, 2011, the California Vehicle License Fee decreased from 1.15 percent of the value of a veh1cle to
0.65 percent. This Fee is used to fund local Public Safety Programs, such that a reduction in the Vehicle L1cense Fee
will fesult in an undetermined reduction in State funding for local Public Safety Programs, :

-3 Currently, the State of California is in the process of transferring responsibility of some prisoners from the State to -
individual counties. Ms. Rebekah Krell of the Mayor’s Office stated that the true cost of this additional
responsibility will likely exceed (by an as yet undetermined amount) the $5,787,088 that the State has pledged to
San Francisco to offset this added’ respon51b1111y
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Accordmg to Mr. Wagner, the proposed one-half percent Safe Communities Transactmn and Use
Tax is intended to allow the Mayor and the Board of Supervisors to prioritize the City’s spending
over the next teri years, rather than relying on unknown allocations of State revenues.

- The Mayor’s Office created an expenditure plan on June 14, 2011, that states, “Expenditures will
be split evenly between traditional public safety programs and social safety net programs.” The
resolution specifically cites children and senior citizens as the targeted group for the social safety
net programs. Based on projections in the Safe Communities Transaction and Use Tax
Expenditure Plan, as prepared by the Mayor’s Office, the one-half percent Safe Communities
Transaction and Use Tax would generate an estimated $60,000,000 in FY 2012-13 for San
Francisco, of which $30,000,000 of revenues would be available-for public safety programs and
$30,000,000 would be available for social safety net programs for children and senior citizens.

~Table 2 below identifies some examples of public safety and social safety net programs that
would be- eligible for funding with the proposed additional Sales Tax revenues, although, as
noted above, the specific appropriations would be determined each year durmg the annual budget
process of the Mayor and the Board of Supervisors. :

Protecting Public Safety (50%)
Community Policing
Police Officer salaries
Police Academy classes
Fire and Emergency Services
Firefighter-salaries
~ Vehicle and firefighting equrpment replacement

Preserving the Socml Safety Net (50%)
In Home supportive services program for seniors
Meals for seniors
‘|- - Assistance for independent llvmg
Adult day care services
Child Care and associated Children's Services
Health Care for Children, Families and Seniors
Source: Safe Communities Fund Expenditure Plan _ >

.Deputy City Attorney Jean Alexander confirmed that, in accordance with the proposed ordinance
and the expenditure plan, the increased Sales Tax revenues must be used to fund public safety and
social safety net programs. However, the even split between public safety programs and social

_ safety net programs could be changed by a two-thirds approval of the Board of Superv1sors

“If the proposed ordmance is not approved the overall Sales Tax rate in San Fran01sco would
remain at 8.5 percent. If the proposed ordinance is approved by San Francisco’s voters on
November 8, 2011, the overall Sales Tax rate in San Francisco Would mcrease from 8.5 percent.

to 9.0 percent on April 1 2012

'RECOMMENDATION

’ Approvalbf the proposed ordinance is a policy decision for the Board of Supervisors,
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- '-Harvcy_ M. Rose

~ cc: Supervisor Chu ,
* Supervisor Mirkarimi
Supervisor Kim
President Chiu
-Supervisor Avalos
" Supervisor Campos
. Supervisor Cohen
- Supervisor Elsbernd
. Supervisor Farrell
Supervisor Mar
Supervisor Wiener
- Clerk of the Board ’ o : . _ R
Cheryl Adams : ' : )
- Controller R K . - :
Greg Wagner
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SMALL Busmess COMMISSION - ‘ CITY AND COUNTY OF SAN FRANCISCO
OFFICE OF SMALL BUSINESS : EpWIN M. LEE, MAYOR

Tuly 19,2011

Ms. Angela Calvillo, Clerk of the Board -
Board of Supervisors .
City Hall room 244
1' Carlton B. Goodlett Place
San Francisco, CA 94102—4694

_Re Board of Superwsors File No. 110749 [Busmess and Tax Regulatmns Code - 0.50% Sales Tax
Increase to Fund Public Safety Programs and Services to Children and Seniors.]

Small Business Commission Recommendation: Approval ‘}yith'modiﬁcation‘
Dear Ms. Calvillo:

.On July 11, 2011, thé_SmaIl Business Commission (SBC) voted unanimousvly to recommend that the Board of -
Supervisors approve BOS File No. 110749 with a modification.; ' :

The Commission recognizes that the City needs to include revenue generation as part of its 5 year budget plan -
and the SBC supports a shared approach to accomphshmg this task. The Small Business'Commission requests .
that the City’s leadership recognize that often, revenue generating measures are facilitated through brick and
mortar retail businesses, by way of sales taxes and increased permit, license and regulatory fees. Moving '
forward, other areas of revenue generation, including a residential tility fee and spreadlng out the tax burden to
a broader number of busmesses need to be considered.

Commissioners noted that i m this case, due to the reduction of the state sales tax rate, should this ordinance and ‘
ballot measure pass, there will still be a net reduction in sales taxes over the prior several years. Additionally,
businesses will benefit from the increased funding as public safety and social services play an integral role in -
the safety and livability of both our City as 2 whole and our commercial corridors where many of our small
businesses are located :

The SBC requests one modification. As drafted, this ordinance will cease to be operanve if an identical or
similar tax is approved at the state level prior to January 1, 2013 and as a result, the combined rate of the state
tax is at least 8.25%. The Commission is concerned that this short window will open up the possibility for a
significant tax dlsadvantage should the rate be increased in the future. The SBC recommends that the Board of
Supervisors remove this prov151on or extend the period of time that the provision is in effect.

The Commission thanks Greg Wagner of the Mayor’s Office for his detailed informational presentation.

Sincerely,

?&/D,JL

' Regina Dick-Endrizzi
Director, Office of Small Business

Cc: Supervisors Chiu, Cohen, Mirkarimi, Wiener
Jason Elliott, Mayor’s Office
SMALL BUSINESS ASSISTANCE CENTER/ SMALL BUSINESS COMM/SSION
1 DR CARLTON B. GOODLETT PLACE, ROOM 41§ SAN FRANCISCO, CAL|FORN!A 94102-4681
(415) 5546408 |



FILE NO. -

The Safe Communities Fund
. Expenditure Plan -

‘The City and County of San Francisco ("City") is proposing a half-cent sales tax increase for a new Safe
Communities Fund that will be used to fund public safety and social safety net programs, including services
that have bee_n reduced or are under additionalfﬁnancial strain as a result of state and federal budget cuts.

. Based on historical data and forecasts of sales tax receipts, a half-cent sales tax is projected to generate $60
million in the first full year of collection. During the first year, the revenues will not be appropriated in the.
City budget, but will be available fof supplemental appropriation if needed. Beginning in fiscal year 2012-
13, sales tax proceeds will be appropriated through the annual budget process. Unexpended revenues at year
end will remain in a special fund created specifically for this purpose. Expenditures will be split evenly
between traditional public safety programs and social safety net programs. '

- Expenditure Category
: (Millions) _ .
Fiscal Revenue - . Public Safety - Social Safety
Year . . L _ Net
2012 - $15.0 - - $75 $75
2013 | $60.0 $30.0 . .|, $300
2014 $61.8 - $30.9 $30.9
2015 $63.7 $31.8 - $31.8
2016 - $656 $32.8 $32.8
2017 | $67.5 . $338 $33.8
2018 $69.6 . $34.8 $34.8
2019 $716 . $35.8 $35.8
2020 * $73.8 $369 . $36.9
2021 |- $760 © $380 $38.0
2022 . $783 $39.1 - $39.1

Protecting Public Safety (50%)

- Community Policing
Police officer salaries
Police academy class costs
Fire and Emergency Services
Firefighter salaries _ .
Vehicle and firefighting equipment replacement

Preserving the Social Safety Netv (50%)

In Home supportive services program for seniors
Meals for seniors o ’ ”
Assistance for independent living

- Adult day care services
Child Care and associated Children's Services
Health Care for Children, Families and Seniors

1

_ 6/14/2011
. 9690082/00704173.doc
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A. Protecting Public Safety (50%)

Half the revenues from the Safe Communities Transactions and Use Tax will be used to suppoft public safety
expenditures by the City. Eligible public safety expenditures include personnel expenses for police officers
and firefighters, and purchase of equipment to support public safety operations. - :

B. Preserving the Social Safety Net.(SO%)

Half the revenues from the Safe Communities Transactions and Use Tax will be used to support social safety

net programs for the most vulnerable individuals, including seniors and children. Examples of Eligible

expenditures include: ; : o ' ' - : : - :

Programs for Seniors. Eligible uses of the Safe Communities Transactions and Use Tax include bas ic
safety net services for protecting the health and welfare of seniors, and assisting them to remain living
independently in the community instead of in more costly institutional care. Examples of these services
include community meal programs, home-delivered and emergency meals, transportation services, adult
protective services, home-based services for seniors including the local share of the in-home supportive
services program, adult day health care services, and other support services to keep senior individuals in

~ their homes instead of in institutions. . o L

* Child Care and Children’s’ Services. Child care programs are another eligible use of the Safe ‘

- Communities Transactions and Use Tax. Examples of child care services include vouchered, subsidized
child care to families on public assistance, children who are victims of or at risk of abuse and/or neglect, -
homeless children, and other subsidy programs for low-income families. The fund can also be used to
support programs that manage city- and state-funded child care subsidies, to replace funding for child
care services reduced and/or eliminated through state budget decisions and to support parents in finding
the appropriate child care that meets their needs. | - o

‘= Health Care for Seniors, Children and Their Families. The Safe Communities Transactions and Use Tax
can be used for expenditures providing health care services to vulnerable populations, including children
and seniors. ’ ' ' . ' : )

Administration of Safe Communities Fund

The proposed transactions and use tax will be considered by voters at the November, 201 1 election, and will
require a two-thirds approval to take effect. If approved by voters, the earliest the tax could become

- operative will be in April of 2012, during the third quarter of fiscal year 2011-12. The 0.50% Transactions
and Use Tax increase imposed by this ordinance shall become operative only if (i) the temporary 1%
increase in the state sales and use tax rate from April 1, 2009 until July 1, 2011 under Assembly Bill 3 (3rd
Ex. Sess.) (Stats. 2009-10, Ch. 18) (the "temporary state tax"), is not extended or reimposed for at least 1
year by the state legislature or the state voters on or before November 30, 2011 and (i1) as aresult of such =~
failure to extend or reimpose the temporary state tax, the state sales and use tax rate decreases from 8.25% to
7.25%. If either such condition is not satisfied on or before November 30, 2011, then the tax increase
authorized under this ordinance shall not become operative. If both such conditions are satisfied but before
January 1, 2013 the state legislature or the state voters approve the extension or reimposition.of the
temporary state tax for at least 1 year, then on the date the state sales tax rate is. increased to 8.25% as a result
.of such approval, the 0.50% sales tax imposed by this ordinance will terrinate and subsequently cease to be
collected. L ' - ‘ ' '

Revenue from the tax will be deposited into a special fund created by the City Controller for this purpose,
 called the Safe Communities Fund. Appropriation of revenues will be subject to the provisions of the City
Charter. The Controller’s Office will monitor the appropriation of funds from the Safe Communities
Transactions and Use Tax to ensure they are used in a manner consistent with voter approval and the City’s
financial policies. The Board of Supervisors of the City and County of San Francisco will have the authority
to adjust the percentage allocation of expenditures from the fund by a two-thirds vote, provided that any

proposed allocations cannot be used for purposes other than those described in this expenditure plan.

. - 6/14/2011
9690082/00704173.doc
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B City' and ,CO'-Un.tY-}»‘Of» San Frahc_:i'sco

"0.5% Sales Tax for Public Safety Semors and Chlldren T July19201 1

Office of the Controller - Office of Economic Analysis |

B ECOHOTT]IC Impact Report

Mam Conclusnons
On June 14, 2011 the Mayor mtroduced an-ordinance to increase the sales and use tax by 0.50%

for 10 years in order to fund public safety programs and services to children and seniors. On July :
1 1,°2011, the state of California allowed a 1% sales tax to expire, which lowered San Frangisco’s
-| sales tax rate from 9.5% to 8.5%. This means that the passage of a .5% sales tax increase would :
‘put the effective 'sales tax rate in San Francisco at 9.0%. In order to be placed on the November
ballot, the ordinance would require the approval of two-thirds of the Board of Supervisors. The :

measure would then need the approval of two-thirds of voters before it can become law.! If
approved, the half-percent sales tax would be effective on April 1, 2012: _

San-Francisco’s Sales Tax rate is one of the highest among other large cities in Calnfornla San :
Franciscans currently face a rate above the mean and median rate of the 10 largest cities in :
California. If other cities or counties do not increase their sales tax rates, raising the sales tax rate !
to 9.0% would make San Francisco the crty W|th the hlghest tax rate among the 10 Iargest cities in ¢

B California. .

The Controller's Sales Tax Analy31s Reportlng System (STARS) records the Cltys 1% share of ;

quarterly sales tax remissions from every business in San Francisco to the state Board of

Equalization, These payments totaled $115.4 million in CY 2010. As a 0.5% sales tax increase
would effectively represent half that total, it can be expected to increase City revenues by :

' approx1mately $58 million per year.

The overall employment lmpact of the Ieglsla’uon will be slightly positive, with job gains in the
public sector, relatively to a baseline projection, of approximately 200 jobs outweighing an
average of 150 fewer jobs in the private sector for each of the next ten years. The net
employment impact is the difference between the two, or fifty jobs per year.

! Proposition 218 was passed by voters in November of 1996, which changed the requirements for local governments o
raise revenue. The intent for proposition 218 is to ensure that all taxes and most charges on properly qwners are subject
to voter approval. Because this sales tax is for the purpose of funding public safety programs and services to children and
seniors, |t is considered a “special tax.” Under Proposition 218, any “special tax” must be approved by a two-third majority.
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INTRODUCTION

Proposed Legislaﬁon
and Passage
Requirements

How the Sales Tax

Currently Works in San_ |

Franmsco

2 Proposition 218 was passed by voters in November of 1996, whvch changed the requirements for local governments to
‘raise revenue. The intent for proposition 218 is to ensure that all taxes and most charges on property owners are subject
to voter approval. Because this sales tax is for the purpose of funding public safety programs and services to children and-
seniors, it is considered a “special tax.” Under Proposition 218, any “special tax” must be approved by a two-third majority.
%In 1955 the California Leglslature passed the Bradley-Bumns Uniform Local Sales and Use Tax Law. This law laid the
groundwaork for a sales fax system that authorizes the State Board of Equalization to coliect all sales and use taxes and

‘On June 14, 2011 the Mayor introduced an ordinance fo

increase the sales and use tax by 0.50% for 10 years in
order-to fund public safety programs and. services to .
children and seniors. This increase would put the effective
sales tax rate in San Francisco at 9.0%. In order to be
placed on the November ballot, the ordinance would require

* the approval of two-thirds of the Board of Supervisors. The

measure would then need the approval of two-thirds of
voters before it can become law.? If approved, the half-
percent sales tax would be effective on April 1, 2012.

The legislation. contains a mechanism to void the tax -
increase if the State restores its 1% sales tax. This means,
that if this proposed tax increase is approved, San-

~Francisco residents will face four potential outcomes, -

depending on what the State does or does not do: |

1. If the State does not increase its sales tax rate, the
City's rate will remain at 9.0% until 2021.

2. If the State raises its sales tax by less than 1% at
any time, the Cltys rate will be 9% plus the State's
increase.

3. If the State renews a full 1% sales’ tax before
January 1, 2013, this sales tax increase will be
voided, and the City's rate will remain at 9.5%.

4. If the 1% 'sales tax is -renewed after January 1,
2013, this sales tax will remain in effect, and San
- Franciscans will face 10% sales tax. ’

On July 1, 2011, the state of California allowed a 1% sales _

- tax to expire, which lowered San Francisco’s sales tax rate

from 9.5% to 8.5%. The statewide sales and use tax rate is
6.25%, but the rate in a given jurisdiction may be higher
depending on Special District taxes. The portion of the tax -
rate that is currently allocated towards the state is 6.25%, a
statewide unn‘orm tax rate of 1% goes back to the _
jurisdiction®, and 1 .25% goes towards the transportation

distribute the 1.0% local share to cities and counties.

Controller’s Office

1
83



authority, schools and BART.* Various exemptlons have
been granted that remove the tax liability for certain
business, such as nonprofit organizations, varlous types of
property, and certain food and medical services.® A more
detailed breakdown of San Francisco’s Sales Tax Rate can
be seen in the Table 2. :

San Francisco’s Sales T'ax Rate

State Sales Tax 6.25%
State General Fund 6.00%
Fiscal Recovery Act (Triple Flip) : 0.25%
Local Revenue Fund (to counties for.health & . - 0.50%
~ welfare) Public Safety Fund (to counties & cities)

Local Sales Tax - 1.00%
- Local Sales Tax (to General Fund) 0.75%
Local Transportation Tax (TDA) 0.25%

Special District Sales Tax ' ‘ - 1.25%
SF County Transportation Authonty o 0.50%
Bay Area Rapid Transit (BART) ' " 0.50%
SF Public Financing Authority (Schools) A 0.25%

Total Sales Tax Rate ' ' 8.50%

What’s Being Taxed |

Sales and use tax revenues are generated from six major
business groups, plus a County and State Pool category
that- captures select countywide activity.® The bulk of .
Sales tax revenues come from restaurants which
contribute 27% of sales tax revenue. Apparel Stores make

- up 10% of sales tax revenue, department stores contribute
7%, and other retail stores combine to contnbute 20% of'

sales tax revenue (FIGURE 1).

A wider tax base means more gbods and services are
subject to the sales tax, which would translate into a wider

- revenue base. In California; state lawmakers can define

* SB 566 was SIgned into law by Governor Davis on October 8, 2003, which authorized a combinied city and county
0%—i.e. Special District taxes. Currently, San Francisco has 1.25% in Special
District Sales Taxes leaving an unused authonzatlon of 0.75%. Jurlsdlctlons are only allowed to impose Special District

" transactions and use tax rate of up 2.

'Sales Tax in multiples of .25%,

® Any local sales tax must conform to the rules and exemptions set by the Board of Equaiization for the state The only

the tax base by deciding which goods and-services are .
subject to a sales tax. Since the sales tax is administered
at the state-level, cities and counties that choose to
impose their own sales tax must.conform to the set of
goods and services et by the state.

- power City’s have to modify the tax are amount and purpose.

& County pall sales activity includes sale of used cars between private parties as we]l as large or spemallzed equipment

'purchased from an out-of-area manufacturer, but which is put into ‘use’ in San Francisco.

2
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Breakdpwn of the Sales Tax Revenue Base

Department Stores
7% ’

)

Source: OEA estimates based on MuniServices Data

L TR California cities, compared to national averages, have
‘San Franc-:lscqs Sales comparatively high sales tax rates. - At a minimum,
‘Tax Ratein Context  cajifornia residents face a sales tax rate of 7.25%, but a city
' s .or a county can raise the rate to as high as 9.25%. High
sales tax rates are not unusual in large cities. For example,
residents<in Chicago face a 9.75% sales tax rate. Other
high rates among large cities outside of California include
Seatile (9.5%), Phoenix (9. 3%) New Orleans (9.0%), and

New York (8.875%). ' ‘

San Francisco’s current sales tax rate of 85% places it
above the mean and median rates of its neighboring cities.
if the ordinance passes’ and other cities do not impose a -
similar rate hike, San Franciscans will face a higher sales
tax rate compared to their nelghbors in the Bay Area (Table
2).

7 Barrett, Wllllarn P. “Average U.S. Sales Tax Rate Hlts Record ngh " Forbes, February 17,2011,

Controller's Oﬁlce , , , _ I 3-
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& San Francisco's Sales Tax Rate Compared t° 10
Nelghbormg Cities '

Tax Rates

Neighboring Cities
San Francisco (After Rate Increase) 9.00%
Oakland - 8.75%
Berkeley 8.75%
. Emeryville . 8.75%
San Francisco (Current Rate) - 8.50%
| SanMateo : 8.50%
- Colma - . 8.25%
|~ Daly City 8.25% .
San Jose 8.25%
South San Francisco 8.25% -
Sausalito 8.00%
Corte Madera 8.00%
Average (Mean) of Neighboring Cities 8.38%
Median of Neighboring Cities 8.25%

Source; California Board of Equalization, Rates for Cities and Counties effective 7/1/11

. San Francisco’s Sales Tax rate is one of the highest among

other large cities in California. San Franciscans currently
face a rate above the mean and median rate of the 10
largest cities in California. If other cities or counties do not
increase their sales tax rates, raising the sales tax rate to

- 9.0% would make San Francisco the city with the highest

tax rate among the largest cities in California (TABLE 3).

. Controller’s Office
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Sales Tax Rates of the 10 Largest Cities in California

10 Largest California Cities ‘ Population = Tax Rates

San Francisco (After Rate Increase) | 805,235 9.00%

Oakland . 390,724  8.75%

Los Angeles ' o 3,792,621 8.75%.

LongBeach _ : 462,257 . 875%

San Francisco (CurrentRate) .~~~ . 805235 8.50%

San Jose o 945942  8.25% -

Fresno | o 494665 - 7.98%

sanDiegp . - ' 1,307,402 7.75%

Sacramento- ' 466,488 7.75% .

Anaheim o 336265 - 7.75%

Bakersfield . 347483 7.25%

Average (Mean) 10 Largest Cities o _ 8.148%

Median of Largest Cities - - 8.113% _

Sour&és: Poputation numbers come from the Siate of -Ca!ifornia, Dehartmen’i of Finance, 2010 Census Demographic .
‘Profile and the tax rates come from Califoria Board of Equalization, Rates for Cities and Counties effective 7/1/11

Controller’s Office o _ | o .5
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ECONOMIC IMPACT FACTORS

Sales Taxas a ‘ Sales taxes play an important role as a complement to
Revenue Source ~ other local revenue sources. The City of San-Francisco
- : can change the performance of its tax revenues based on
the. composition of their tax.revenue sources. Revenue
sources. that are more sensitive to economic fluctuations
~grow faster during economic expansions, but tend to be
~ more volatile and more likely to collapse during a
downturn. Revenue sources less sensitive to economic
fluctuations are generally more stable during recessions,
but do not grow as fast during economic .upswings.
Studies show that sales tax revenues are more sensitiv‘e
to economic ﬂuctuatrons than property tax revenue

In FY 2009- 2010, 'San Francisco received $1.9 billion in
total tax revenue. Sales taxes make up a 5% share of
total tax revenue, making it the 4" largest tax revenue

~ source for the City. Property taxes make up the largest
share at 55%, followed by business taxes (18%), and hotel
room taxes (7%) (FIGURE 2). An increase.in the sales tax
will boost the amount of tax revenue received by the city
and increase the importance of the sales tax as arevenue
source. _

The sales tax also has the ablhty to generate revenue from
consumers outside of the City. For example, tourists who
. visit San Francisco will purchase goods and services .in
the City, pumping revenue into the city’'s general fund,
while using fewer services than residents of the City.?

Higher City tax rates will also increase employment in the
public sector and in private sector businesses that supply -
the City. Revenue increases towards public safety and
services for children and seniors will boost employment in
the public safety and social services sectors (e.g. more . .
_police -officers, more employment for child care services,
more employment for elderly care, etc.).

8 Fehx Alison, “The and Volatility-of State Tax Revenue Sources in the Tenth Dlstnct " Federal Reserve Bank of Kansas
. City, Economic Review. Third Quarter 2008.

Bahl, Roy W. and Richard Hawkins, “The Sales Tax in Georgia: Issues and Optrons " Fiscal Research Program Report no.
1. October 1997. :

6 . o C _ : Contr.oller’s Office
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Tax asa Percent of Total Tax Revenue FY2009- 2010
(out of $1.9 billion in total tax revenue)

Utility Users Tax
5%

Sales Tax
5%

Hotel Room Tax
7%

' Source: City and County of San Francisco, Office of the Controller, Budget Analysis Division

Impact on Consumer While the sales tax has some advantages as a revenue
p . ) _ source, it can cause a number of economic distortions.
and Retail Business  When a sales tax is imposed, businesses pass the cost of
- Behavior ' the sales tax on to consumers in the form of higher prices:
' : : ' Generally, the price of goods and services increase by the
amount of the sales tax.'® Consumers respond to these
price increases by reducing their consumption in the taxing
‘jurisdiction. These changes in consumer behavior lead to
fewer sales, which in turn can alter the number of :
businesses that choose to locate in the city. -

| An increa'_se in the sales tax rate could have a number of -
potential effects on consumers and businesses:

' 1. By raising prices on one set of commodities, it will

have the likely effect of reducing expenditure on .

s Case Bradford and Rabert D. Ebel, “Usmg State Consumer Tax Credits for Achieving Equity.” National Tax Joumal Val.
42, no. 3. September 1989.

10 Potetba, James M. “Retail Price Reactions to Changes in Siate and Local sa|es Taxes”, Nat/onal Tax Journa[ Vol. 49
no.-2. 1996. :
Besley, Timothy and Harvey S. Rosen. “Sales Taxes and Prices”, NBER working paper #6667 1998,

Controller’s Office - . -7
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those commodltles for example by swntchlng trom-
hlgher-pnced to lower-priced products'*. '

2. Consumers may respond to effective higher prices
on goods. and services facing ‘a higher tax by
switching some expenditures to local non- -taxed-
goods and serwces

3. Consumers could also purchase items in
jurisdictions where the tax rate is lower :

" 4. Consumers could purchase items on the internet
' where they can av0|d paying a sales tax. '

'When prices increase, this is |mpI10|tly seen as a loss of

~wealth. When consumers are less- wealthy we often see’
combination of all four effects. Consumers not only
consume less, but also substitute cheaper items for more
_expensive items. . o

The third effect is well-documented in academic literature.
- Virtually . every ‘study concludes differences in local tax
~ rates will result in the reduction in sales in the jurisdiction
with the higher sales tax rate and an mcrease in sales ln
the jurisdiction with a lower sales tax rate.'?

The last effect has become more important over the last
decade. Studies estimate that in 2010, state and local
governments combined to lose $8.6 billion in sales tax
revenue due to internet purchases. ** Recently, a new
state law will require large out-of-state retailers to collect
-sales taxes on some purchases made by California
customers on the internet.** This law became effective on
July 1% This law could potentially reduce the number of
people turning to the internet for purchases after a sales
tax increase. :

1t Koop, Gary, Simon M. Potter and Rodney W. Strachan. "Fle—examlnlng the Consumptlon-Wealth Flelatlonshlp o
University of Leicester. Working Paper no. 05/3. February 2005.

‘Tan, Avlin and Graham Voss, “Consumption and Wealth Reserve Bank of ‘Australia, Economrc Research Department.’
December 2000.

~ " Mikesell, John L. *Sales Taxatlon and the Border County Problem " Quarterly Review of Economlcs and Business, Val.

- 11, pp. 23-29. 1971. :

Fischer, R. "Local sales Taxes: Tax Rate Dn‘ferenhals Sales Loss, and Revenue Estlmatlon Public Finance Quarterly,
Vol. 8, pp. 171-188. 1980. - - : .

Fox, William “Tax Structure and the Location of Economic Activity along State Borders.” National Tax Journal, Vol 14, pg
362-374 1986. ' :
-Waish, M. and J. Jones, “Mare Evrdence on the ‘Border Tax' Effect The Case of West Vrrglnla Nat/onal Tax Journal Vol
14, pp. 362-874. 1988. : :

© Wong, John D. “The Impact of Local Option Sales Taxes on Retan Sales, Employment, Payrolls and Establishments: the
Cass for Kansas”, Review of Hegional Studjes, Vol. 26, n.2, pp. 165-176. 1996,

¥ Bruce, Donald, Wiliam F. Fox, and LeAnn Luna, “State and Local Government Sales Tax Revenue Losses from
Electfonic Commerce.” The Umversrty of Tennesses. 2009. :

" Assembly Bill 153, Assembly Bill 155, and Senate Bill 234 . . ,

8 . ; S Lo .. Controller's Office
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‘Lastly, one study shows that places with higher tax rates .
generally have weaker retail industries in terms of sales -
and employment. A decline in retail employment due to

an increase in sales tax rates should be expected due to.
lower sales on taxable items, and consumer substitution
such as that discussed above. This employment reduction

is the primary negative economic impact of sales tax

~ increases; it is countered by any- employment gain
- associated with higher local government revenues.

_It should be noted that impacts of these effects vary by
type of good. Every day items such as groceries aré less:

" -responsive to the imposition of a sales tax, while big-ticket
items such as automobiles or furniture are much more
sensitive to tax increases.'® ' This means that a sales tax
will have different effects for different industries. '

Sales taxes are inherently regressive because low-income
families pay a larger share of their incomes on items
;subject to a sales tax than wealthier -families. = For
~ example, the cost of a Big-Mac, and the sales tax on that
- Big Mac, is the same for a rich person and a poor person.’
Since the rich person has more income, the amount paid
for the Big Mac is less significant to her than for the poor
person. Low-income . families typically spend three-
quarters of their income on items subject to a sales tax
while middle-income families spend about half of their
income, and-the richest families spend only about a sixth
of their income on sales-taxable items."”

Equity Issues

Lawmakers have tried to make the sales tax less
regressive by exempting items that low-income are more
likely to consume while taxing items that higher-income

" families- are more likely to consume. For example, in -
California, restaurant meals are taxed, but not groceries.
As mentioned earlier, municipalities have no control over
Wthh items get taxed or exempted. .

in San Francisco, sales taxes are. somewhat less
regressive because over half of the burden falls on non-
residents. About 37% of sales taxes are paid by visitors
and 14% by business.”® These are comparatively high
shares paid by non-residents versus standard dls’mbu’nons
. in many other cities and countles

15 Torralba Francnsco M. “New Evidence on the Effects of Sales Taxes on Retait Activity.” University of Chicago. 2004.
e Besley, Timothy and Harvey S. Rosen. “Sales Taxes and Prices”, NBER working paper #6667. 1998.
7 Institute on Taxation and Economic Policy calculatlons using the Consumer Expenditure Survey.

18 OEA estimates based on MuniServices taxable sales data and taxable expendltures by visitors from the San Francusco
Travel Association, “Visitor Industry Economic impact Estimates, 2010."

. Controller’s Office o : T » -9
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ECONOMIC IMPACT ASSESSMENT _

Introdu'ction_ :

'Revenue Estimate

' These numbers do not precneely match those in the Budget and the recent report ‘on this legtslehon produced by the
"Budget and Legislative Analyst, because those numbers are calculated on a fiscal year basis. The dlfference has a

'As discussed in the previous section, the economic impact
of the proposed 0.5% sales tax increase will reflect both

the higher City spending, and the reduced consumer
spending on retail businesses. :

Both of these spending effects, positive and negative,
ripple throughout the local economy. The City's higher
spending on salaries, contractors, construction, and
equipment will stimulate addltlonal spending in employee
neighborhoods, suppliers of businesses that supply- the
City, and so forth. On the other hand, reduced consumer
spending at San Francisco retailers will reduce their

‘employment below -what it would otherwise be, leading to

reduced worker spending associated with that sector, less
spending at their neighborhood businesses.

Because the tax revenue from the sales tax is dedicated to
public safety, children, and seniors, it will strengthen these
public services and amenities available to San Francisco

- residents. For this reason, it benefits the economy in a
“second sense, beyond its direct impact on spending. By

creating a hlgher quality of life in San Francisco, it reduces
the wage premium that businesses . must pay workers to
offset higher housing prices. :

The Controller's Sales Tax Analysis Reporting System

(STARS) records the City's 1% share of quarterly sales tax
" remissions from every business in San Francisco to the

state ' Board of Equalization. These payments totaled

$115.4 million in CY 2010. As a 0.5% sales tax increase .
"~ would effectlvely represent half that total, it can be

expected to lncrease City revenues by apprOXImately $58
million per year'.

Businesses in STARS ‘are coded by their type of retail

activity, so sales tax and taxable sales can be tabulated by
retailer type. Based on the STARS information, in the 1%
Quarter of 2011, patrons at restaurants accounted for

* approximately 32% of all sales tax paid in San Francisco,

and would pay an estimated $19 million of the $58 million

raised; by the proposed legislation. Other significant

sources of revenue include apparel stores, department
stores, office equipment and building supply wholesalers,
and furmture/apphance stores, as indicated in Table 4
below:

negligible effect on the esconomic impact.

10
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' Revenue Increase from Proposed Leglslatlon by
| Type of Retail Business

STARS Business Code ~ Annual Increased Sales Tax
Restaurants - $18.8 -
Miscellaneous Retail - $57
Apparel Stores $43

" Department Stores $3.4
Bldg.Matls-Whsle - $23
Office Equipment Whsle %23

* Furniture/Appliance $22
Service Stations $2.1
Light Industry $2.0

- Energy Sales $1.9
Food Markets $1.8
Bidg.Matis-Retail $1.6
Auto Sales - New $1.4
Auto Parts/Repair $1.3
Leasing $1.1
Business Services IR
Recreation Products $1.1
Heavy industry $09
Liquor Stores $0.6

- Food Processing Egp $0.5
Drug Stores - $0.3

- Electronic Equipment . $0.3
Health & Government $0.3
Miscellaneous Other $0.3
Florist/Nursery $0.3
TOTAL $57.7

. . Source: STARS

Impact on Jobs

In order to estimate the economic impact of the legislation, -
the OEA used its REMI model to simulate-a $58 million -

- reduction in retail spending, distributed across various

types of consumer spending categories. Different types of
consumer spending are associated with different branches

‘of the wholesale and retail trade industries, which have

different local muitiplier effects. Some retail types feature
very small retail ' margins and sell products that are not
produced in San Francisco; the local economic impact of a -
dollar spent at these businesses is relatively small. Other,
more service-oriented retail industries spend a higher

. share of their costs on employee wages, and these have a

higher local economic impact. The REMI model accounts
for all of these differences.

The economic simulation also incl_uded an increase of an
identical $58 million in local government spending,
including its impact on local amenities. Both the reduction
in consumer spending, and increase in government

Controller’s Office

. 11'.
93 |



spending, were inflated- 3% per annum over the next ten
years, to reflect antlmpated increases in sales tax revenue.
The legislation is scheduled to take effect Apnl 1, 2012,
and will expire in 2021. ' .

. Figure 3 indicates that the overall employment impact of
the legislation will be slightly positive, with job gains in the
public sector, relatively to a baseline projection, ~of
approximately 200 jobs outweighing an average of 150

~ fewer jobs in the private sector for each of the next ten
years. The net employment impact is- the difference
between the two or fifty jobs per year '

Impact of the Proposed Legislation on Public and

Private Employment, 2012-2021
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2012 . 2013 2014 2015 2016 "2017 2018 2013 2020 2021

The negative impact on private, non-farm employment is
primarily concentrated in the accommodations and food
services sector, which is expected to have approximately
100 fewer jobs each year that it otherwise would, and the
retail trade  sector, which 'is expecied to have
approximately 40 fewer. Because of its reliance on public
sector spending, thé private construction industry -is
expected to, slightly add employment relative to baseline,
if the leglslatlon is adopted

12 - o - S » ‘ " Controller’s Office



~ STAFF CONTACTS

P

Ted Egan, Chief Economist (415) 554-5268 ted.egan@sfgov.ofg '
Jay Liao, Staff Economist (415) 554-5159 jay.liao @sfgov.org
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San Francisco’s Sales Tax Rate

State SalesTax  6.25%
State General Fund =~ o 6.00%
* Fiscal Recovery Act (Triple Flip) . 025%
Local Revenue Fund (fo counties for health &~ 0.50%
welfare) Public Safety Fund (to counties & cities) |
Local Sales Tax S : 1,00% | | >
Local Sales Tax (to General Fund) o T075% | - | g
Local .:msmno:_mmo: Tax (TDA) - | 0.25%
Special District Sales Tax o 1.25%
~ SF County Transportation Authority ~~~ 0.50%
Bay Area Rapid Transit (BART) 0.50%
SF Public Financing Authority (Schools) ~~ 0.25%

Total Sales Tax Rate O 850%
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o mms _u_,m:n_mno s Sales ._.mx xmﬁm no_j_um_\mn_ 8 Ho
» zm_@:_uo::@ n_.m_mm |
© Neighboring Cities o | Tax Rates
™ San Francisco A>=m_. Rate _:nqmmmmv . 9.00%
E- ‘Oakland - ‘ o 8.75%
% Berkeley SR 8.75%
G Emeryvile - - 8.75%
o San Francisco AO:_‘_.m:ﬁ Rate) - 8.50% S
| & San Mateo | . 850% -
4 Coma | - 8.25%
4 Daycry - 8.25%
O SanJose - - . 8.25%
T | South San mﬁm:o_moo R I . 8.25%
4 Sausalito o B ~° 8.00%
> O.ozm Madera 8.00%
O - Average (Mean) of Neighboring Cities | - 8.38%
 Median of Neighboring Cities = - 8.25%
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City and Cont of San Francisco

Equity Issues

e Sales ﬁmxmm are _3:m_‘m:ﬁ_< ﬂm@_‘mmm_é _umnmcmm low-income

ﬁmB___mm_um«\m_mamqm:mﬂmo::m; _:no_smm o: _ﬁmBm mcEan ,ﬁom
sales tax than wealthier families. . |

e -In San _uﬁm:n_mno the sales tax is less ﬂm@ﬁmmmzm because over
~ half of the burden falls on non-residents.” About 37% of sales

taxes are paid. by <_m_,8_‘m m:n_ 14% in ccm_smmm to- Ucm_:mmm
‘transactions.

e This regressivity is _ﬁcnjm_‘ E_ﬁ_@mﬂma U< ﬁ:m ﬁmnﬁ ,%m.n nm___no_‘:_m
~ exempts a number of goods and services that _O<<-583m |
~ families are more ___Am_< to Ucﬂn:mmm |
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Impact of the Proposed Legislation on Public:
‘and Private Employment, 2012-2021

O
.
» —
S : o ] -
({+] 150 -
f * :
= 100 :
8 :
O | .
y £ o
N s 2 50 - —
o g _
£
C g - Private Non-Farm
.:m._. 50 ] - .mo<m_..,:3m.:ﬁ ,
, d : e Total
-
] 100 -
=200 - ! . — e o
2012 ° 2013. 2014 2015 » 2016 12021




| Lm>>mu_ ot >_mumE_xEn_am aARY 0} _umu.umn_xm sl cu_c>>
1101035 Sped} |1eJal 9y} pue ‘pinom asIMISUI0 3 Jey] Jeah yoes
- sqol Jamal 00T >_BmE_onn_m SABY 0} pajoadxa Sl ydiym “10309s
SSDIAJISS POOS pue SUOEPOLWILLIOII. BU} Ul pajejusduod Ajewd
| Sl JuawAo|dwa E‘_mu_ -Uou ‘a1eAld uo pedw sAnebau YL e

| : 1eaA Jad sqol Ayl
10 ‘oM cmemg mucm,_mt__u wE S ”_umaE_ JuswAojdwa 1DU Y| e
| ‘'SIeaA
cB IXaU a1 Jo yoes JoJ s_Bumm Em>:n_ m%. c_ sqol Jamaj) 0ST
Jo obelane ue Buyblamino sqol 0Oz Aje3ewixoadde Jo uonosfold
| suljeseq 03 AlaAiejas “10108s aignd sy ujsuieb gol yum ‘aapisod
>_.Em__m oq |[IM co_um_m_mm_ [y Jo “ude_ EmE\»o_n_Em __Em>o SUL e

.

sqor uo Ppedwy

O
Q|
<
)
u.

B
0
=)
o
=
s
=
;
7
Q
-
T

oosiue.l




| State Sales Tax Reduction
|~ Mitigation _uqovomm*

Board of Supervisors w:n_mmﬁ and _u_:m:nm Committee
July No 2011

Overview

On'July 1, San Francisco” s mm_mm tax rate fell from
9.5% t o 8.5%.

» State tax m:nsoznmm_o:.mxn__]mn_

'« Governor Jerry Brown unable to persuade

Republican legislators to keep tax rate flat

" Mayor Lee and Board.members propose local

restoration of 0.5% of the sales tax reduction

« Still maintains a half-cent decrease in the
sales tax rate -

¢ Protects SF mum.:._mn State budget ‘mmu:nzo:m _

107



Overview

-/

Special Tax (Requires two-thirds vote)

Dedicated to services making San Francisco safe -
Including public safety and social mmmmax net

Protects San _u_,m:n_mno mmm.:mn mnmnm u:ammn .
reductions .

10-Year Sunset -

Automatically expires if the state restores its m.m_m.m
tax rate to prior level -.so it will not m:n_ up.
_:nqmmm_:m the tax rate

Purpose- .
State _u_._anm.n impacts and c:nmﬂnm_:q
* Social safety net Ea:nﬂo:m

s Child care cuts

¢ Public safety _.mm:maam:n (hundreds of new
“prisoners and uma_mmm cmm_:aso October 2011)

. .an_m_ mm_.<_nmm realignment u_m::ma for 2012
. Wmnm<m_ou:._m:n

~ & “Triggers” in State budget could mean more cuts

in um::mQ if revenues ao:ﬁ materialize
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._ _B__o_mB.m:ﬁ..mzo:

Consistent with Qy\m 3<__w-<mm~.,3:,m:nmm_ Plan

* Shared Sacrifice: .q<m-<mm_. projected GF n_mwn_n of
" $829 million

. Hma\o_mo?ma with revenue

* 88% mo_<ma with expenditure savings (pension

reform, capital budget _.macnﬁ_o:9 contract
reductions)

Effectlve April 1, 2012 ~ mmmca_:m State allows 1%
- sales tax. _.ma:nn_o: to stahd

Conclusion

“still allows for a :m_?nm:n amnwmmmm in sales tax
rate

r_B_nm uncertainty surrounding mﬂmnm budget
impacts’

A more responsible economic alternative n_,_mz
other uonm:n_m_ revenue proposals

109



Questions?

Questions? .
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. Youth Commission

City Hall ~ Room 345
1 Dr. Carlton B. Goodlett Place
San Francisco, CA 94 102-4532

(415) 554-6446
(415) 554-6140 FAX
www.sfgov.org/youth_commission

" YOUTH COMMISSION
MEMORANDUM

TO: Honorable Mayor Edwin M. Lee »
Honorable Members, Board of Supervisors

CC: Angela Calvillo, Clerk of the Board -
: ' Greg Wagner, Mayor's Budget Director
Jason Elliott, Mayor’s Liaison to the Board
Nicole Wheaton, Commlssmn and Appointments, Mayor s Off ice

FROM: ‘San Francisco Youth Commission
DATE: July 22, 2011
RE:" Youth Commission support of the intent of the Mayor and the Board to put before

the voters proposed ordinance file no. 110749 [Business and Tax Regulations
Code - .50% Sales Tax Increase to Fund Public Safety Programs and Serwces to
Children and Seniors]

At a special meeting of the San Francisco Youth Commission on July, 11, 2011, which was
convened excluswely to consider thls item, a motion to support the followmg ordlnance failed by
an 8-1 vote: '

File no. 110749 [Business and Tax Regulatlons Code .50% Sales Tax Increase to Fund Public
Safety Programs and Services to Children and Senlors] :

However, after voting unanimously to reopen discussion on the item, the Youth Commission
voted unanimously to support the intent of the sponsors of this ordinahce—that is, the intent to
put the sales tax increase before the voters of San Francisco—with some reservations.

The Youth Commission issues the following Statement:

The Youth Commission’s failure to support the above ordinance was a direct result of the
peculiar circumstances the Commission faced that night. In particular, the Commission had to
depend on its eleven (11) members appointed by district Supervisors to achieve quorum and
pass any motion, because the terms of the Commission’s six (6) Mayoral appointees had
expired on June 30, 2011 (i.e., the end of the 2010-2011 fiscal year). Of those commissioners
who were able to vote at this meeting, only 9 of the 11 were present. This greatly lmpacted the
ability for the Commission to pass any motion.

With respect‘ to the policy questions concerning the ordinance itself, the Youth Commission
wishes to underscore the following points that came out of the Commission’s discussion:




Youth Commissioners expressed concerns about a 10-year extension of a sales tax increase
(or rather, the extension of half of that increase) that was supposed to have been temporary

‘when it was initially implemented on the state level in- 2008. These same commissioners held
that a City sales tax increase amounts to an unfair and disproportionate tax on San Francisco
families with children who must make most of their purchases within the City & County of San
Francisco. Also, the tax might result in other families who are able to do so to go outside of San -
Francisco for large purchases, which would hurt local busmesses during a time when many are

already struggling.’

Some Youth Commissioners believe that the Youth Commission’s support of the intent of the
ordinance—but not the ordinance itself—shows a reasonable skepticism with other aspects of
how this tax increase is written. In particular, these commissioners are wary that the Mayor and
Board of Supervisors may simply offset other allocations to youth programs by the exact amount-
of revenue generated by this tax increase that is budgeted for social services ($30 million),
which would not benefit youth services. Moreover, these commissioners also voiced concemn
with the fact that the ordinance grants the Board of Supervisors the discretion to change, by a
2/3 vote, the allocation of the Safe Communities Expenditure Plan, possibly diverting revenue
raised by this ordinance to other uses. In general, the Youth Commission wishes the ordinance
would provide more clarity on how the revenue generated for social services would be allocated

between senior and youth services.

Finally, other Youth Commissioners contended that the proposed .50% increase would still:
result in a lower sales tax for San Francisco than the 9.5% mandated by the state for the
previous few fiscal years. These commissioners stressed importance of sales taxes to the
functionality of local government in providing basic services for youth. Lastly, these
commissioners argued that it would be very unlikely for the Board of Supervisors to change, by
super majority vote, the Safe Communities Expenditure Plan and divert revenue from the tax

away from youth services.

In the end, as perthe motion approved by the Comm:ssnon the Youth Commission agrees that
this measure should be placed on the ballot for the voters to decide.
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