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PAYIRG FOR GROWTH: BUT 27 Wi

AT PRICE?

On Tuesday, November 27, 1990, the Senate Local Government
Committee held an interim hearing on the subject matter of
Senator Dan McCorquodale’s Senate Bill 2391 and 8enate Con-~
stitutional Amendment 51. These bills authorize the creation
of two regional fiscal authorities in the Bay Area and in the
Southern California region to raise revenue for new public
facilities needed because of growth.

Senator Marian Bergeson, Chairman of the Senate Local Govern-
ment Committee, presided over the half-day hearing. Two
other Committee members also participated: Senator Ruben
Ayala and Senator Charles Calderon. Also in attendance was
Senator Dan McCorguodale, the author of the bills which prom-
pted the hearing.

These Senators, and roughly 50 people in the audience, heard
10 witnesses discuss the policy choices facing the Legisla-
ture in helping local officials pay for growth. The hearing
began at 1:30 p.m. in the Coronado Room of the Disneyland
Hotel in Anaheim and concluded at 4:30 p.m.

This staff summary lists the witnesses who spoke, highlights
their comments and recommendations, and reprints their writ-
ten materials. Readers may wish to refer to these materials
at the back of this report since any summary inevitably omits
some information that may be of interest. In addition, this
report includes the background staff report which was prepar-
ed for the hearing.

WITHESSES

Madelyn Glickfeld, President
MJG Inc.

Joe Bodovitz, President
Bay Vision 2020

Mark Pisano, Executive Director
Southern California Association of Governments

Ken Sulzer, Executive Director
San Diego Association of Governments

Dan Wall
Victor Pottorff
County Supervisors Association of California



Dwight Stenbakken
League of California Cities

David Bocher
California Council for Environmental & Economic Balance

DevVere Anderson
Governmental Affairs Council

John Gamper
California Farm Bureau Federation

In addition, Victor Pottorff and Dan Wall presented Committee

members with a copy of California Counties on the Fiscal
Fault Line, a recently released publication of the California
Counties Foundation.

LEGISLATORS® VIEWS

In announcing the hearing, Senator Bergeson declared that "we
can't spend our way out of the growth management problem.

Our voters have already passed more than $12 billion in
statewide bonds for local public works in the last decade and
still more dollars are needed. I think we have to f£ind ways
to make our money work smarter and fairer. That means link-
ing new revenues with growth management. But I hope it also
means avoiding new regional agencies.®

After Senator Bergeson opened the Committee's hearing with a
brief statement, Senator MecCorguodale explained why he intro-
duced Senate Bill 2391. He noted that we have no "workable
ways to finance regional facilities needed to support growing
populations in the manner that we'd like.¥ SB 2391 tries to
get "local agencies to make more regionally sensitive land
use decisions through fiscal seduction." By authorizing new
revenue sources for public works, the bill "offers up a
quiver of carrots.®™

Madelyn Glickfeld opened the hearing by summarizing the find-
ings from her recent statewide study of why cities and coun-
ties enact growth control measures and what the effects of
those measures are on growth in general and on affordable
housing. She noted that local growth control measures appear
to be more of a response to regional growth, rather than to



growth in that particular jurisdiction. In particular,
Glickfeld's research found that infrastructure capacity is
the most important reason why local governments enact growth
control measures.

Surges in commercial and industrial growth also appear to
trigger growth control measures more often than residential
growth. Lastly, her data showed no relationship between
growth control measures and the lack of affordable housing.
Based on her research, she concluded there is "a need to ad-
dress growth management planning and infrastructure financing
issues in a coordinated way at a larger than local level."

Witnesses then responded to four policy guestions Senator
Bergeson raised in her opening remarks:

i. Because the debate on local finance has become interwoven
with the debate on the fiscalization of land use, which part
of the problem should the Legislature tackle next? Revenue
allocation? State funding? More public works revenues?
There was no unanimity among the witnesses on which part of
the problem the Legislature should tackle next.

On behalf of counties, Dan Wall and Victor Pottorff said that
counties would make better land use decisions if the Legisla-
ture provided an option to the "situs method" for allocating
property and sales tax revenues. While counties need more
money for programs and public works, new revenues will not be
useful unless there is an evaluation of how and where county
services are provided. Pottorff thought it might be more
workable to focus on any reallocation of revenues within
counties first. But the cities' representative, Dwight
Stenbakken, countered that revenue allocation should Yonly be
considered with new taxes or tax rates,” not existing reve-
nues.

In the San Diego region, Ken Bulzer noted that "the County's
weaker financial position is probably the single most im-
portant reason for the fiscalization of land use and the
shortfalls in paying for regional facilities." He suggested
that the Legislature concentrate on county finances as a
"keystone® to these other issues.

But representatives of the private sector tock a different

view. David Booher argqued that greater public investment in
infrastructure is "central to the continued economic competi-
tiveness of California and therefore to the necessary growth
in tax revenues to address the other critical problems state



and local governments face.® DeVere Anderson agreed that the
“infrastructure funding problem needs to be solved." "We
need to ensure a strong economy with continued creation of
jobs, while at the same time enhancing our living environ-
ment.®

2. To what extent does the Legislature need to provide
funding for regional scale public works, as Senator Mc-
Corquedale’s 8B 2391 proposes? None of the witnesses dis-
puted the need for regional revenues, but many disputed the
need for regional government to allocate the money. Also,
none of the witnesses recommended any new revenue sources,
but many supported legislation to lower the voter approval
requirement on general obligation bonds to a majority vote.
Many witnesses also supported the need for state government
to emphasize its own economic and environmental quality goals
and to create incentives for local governments to achieve
those goals.

DeVere Anderson recommended that the Legislature establish a
bond pooling authority or a revolving loan fund authority to
provide local financing based on an incentive program aimed
at achieving the state's economic goals. But Dwight Sten-
bakken said the League of California Cities' preference is
for the Legislature to give local governments the authority
to raise revenues, rather than money itself. John Gamper
stated that the Farm Bureau “opposes any effort to authorize
taxing or statutory authority for any regional form of gov-
ernment without a two-thirds vote of the affected elect-
orate. ™

Pottorff cbserved that progress is being made in the area of
financing transportation. He noted that 80% of the state's
population is already paying more sales taxes to finance lo-
cal transportation projects. Despite this progress, Mark
Pisano outlined the need to f£ill a $20 billion shortfall in
transportation in the six-county SCAG region. He added that
"simply adding money will not solve the problem." Pisano
also argued that transportation expenditures must be linked
with growth management. 1In the San Diego region, Ken Sulzer
further described an $8 billion shortfall in unfunded facil-
ities, half of which is needed for transportation.

Booher recommended that the Legislature and Governor focus
next on "the crisis in the school facilities shortfall." But
Joe Bodovitz cautioned Committee members against approaching
growth management by single issue or "vertical government"
and argued for integrating local land use planning with en-
vironmental quality goals and transportation.
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3. If the Legislature provides authority for more revenue,
should current residents share the price of growth with new-
comers? Local government representatives generally argued
that regional development fees (which newcomers pay) should
be part of the overall mix of local fiscal options. But they
acknowledged that they can become excessive and self-defeat-
ing.

Both Boohser and Anderson outlined the inequities of developer
fees, including disparities in the guality of life among com-
munities based on which one can charge higher fees. Anderson
called for further restricting “local government's ability to
impose new fees upon the already overburdened new homebuyer.®
Booher suggested that a regional infrastructure finance plan
could try to egualize public facilities standards and fees
among jurisdictions within a region.

4. And, if seo, to what extent should the Legislature direct
how regions will plan for the growth the new revenue will
pay for? All the witnesses spoke of the need to link plan-
ning and growth management with new revenues, but in differ-
ent ways. Madelyn Glickfeld outlined three essential prob-
lems the Legislature should address in linking funding with
growth management:

e How to plan what regional infrastructure to finance
and how to set priorities for funding.

® How to ensure that state investments in infrastruc
ture are complementary to, and not in conflict with,
regional and local plans.

@ How to reduce the local fiscal incentives for local
fiscal zoning and land use border wars which may
conflict with regional infrastructure plans.

Joe Bodovitz affirmed Glickfeld's remarks and added that any
new legislation should merge the issues of how to plan and
pay for growth. 8Stenbakken agreed, but added that the Legis-
lature should build on existing local efforts like Bay Vision
2020 and should make existing programs work better before in-
itiating new state policy. Anderson supported the suggested
policy in the staff background paper of reguiring the state
to coordinate its own public works spending with state eco-
nomic and environmental quality goals and called for incen-
tives to encourage local governments to achieve state goals.

Bocher specifically called for both the state and local gov-
ernments to prepare capital facilities plans. The state cap-
ital facilities plan should reflect state growth and envir-
onmental goals and local facilities plans should be tied to



general plans. He also recommended that receipt of state
public works dollars be made contingent on preparation of
these local facilities plans. Stenbakken agreed that local
govermnments should prepare a "public facilities financing
plan®, but cautioned that any Ypreference® system should not

try to link state programs and policies with unrelated fund-
ing sources.
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Presentation of
Madelyn Glickfeld,
President, MJG Inc.

Senior Researcher,
UCLA Extension, Public Policy Program

for

Senate Local Government Committee
Interim Hearing on the Subject Matter of SB 2391/S8CA 51
"Paying for Growth: But At What Price?"

Tuesday, November 27, 1990
1:30 - 4:30 p.m.

Today, this Committee has convened to discuss California’'s
approach to financing needed regional facilities that serve
growth in more than one community, and more specifically, Senator
McCorquodale’s approach to this problem in 8B 2381/8CA 51, known
as the RHegional Fiscal Authorities Act of 1890.

The staff background report for this hearing wisely notes
that it is difficult to consider the issue of regional
infrastructure financing independently, as it is intertwined with
several other thorny problems that the state is facing. Since
Proposition 13, the state and local governmenits are facing a
shortage of funds for basic services and tremendous backlog of
needed infrastructure for local, regional and state needs. Local
governments have tried to make up a part of the deficit through
selecting and encouraging land development projects with a

positive local revenue stream, sometimes allowing that
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development to procesd without adequate local or raegional
infrastructure to support it. Your staff report calls this the
"Fiscalization of Land Use,"” where local imperatives to plan land
uses wWisely and rationally, take & second seat to generating
needed local revenues.

Many times, thiz fiscal imperative forces counties into
competition with cities for urbasn growth, and csuses “land use
border wars” between neighboring Jjurisdictions. Sometimes
revenus—generating developments are plsced in unincorporated
areas not served with urban infrastructure or on the border of a
neighboring Jjurisdiction, so thet the t?affic and other effects
of that development would fall into the neighboring, not the
permitting jurisdiction that obtains the revenus.

This fiscaslization of land use, and the resulting lack of
adeguacy infrastructure, combined with extremely rapid
population, Jjob and construction growth throughout the latter
helf of the 1980 s, caused another local response, the desire to
manage, conitrol and sometimes completely stop growth and its
unwanted side affects. Many times the efforts to manage growth
are not focussed on the growth iteslf but the regionsl
infrastructure that iz necessary to serve it.

I, along with Dr. Hed Levine, my colleague at UCLA, have
spent the last seversl vesrs monitoring the encrmous increasse in
snactment of local growth controls and management programs. I am
here today to bring some of cur pertinent fimdings to vour

attention, and discuss several issues that I think vou need to



..9..,
consider as you are debating this bill and the issue of regional

infrastructure financing.

At the end of 1988, we assisted the League of California
Cities and the County Supervisors Association of California in
designing a survey of all cities and counties to identify the
types of growth control or management measures that they had
enacted. Responses were received from all 58 counties and 87% of
all cities, Then, with the financial assistance of the Lincoln
Institute of Land Policy and others, we embarked on a detailed
analysis of that survey data, in trying to understand the
conditions under which local governments enact growth control or
management measures, and the effects of these measures on growth
in general and affordable housing production in particular.

Qur detailed findings are included in two documents! and are
pending formal publication this year. While I cannot go into

detail here some of our major findings are:

1. Ensasctment of local growth contrel or management measures in

1Glickfeld, Madelyn, and Levine, Ned, "The Relationship
Between Local Growth Controls and Production of Affordable
Housing: A California Case Study”", in Regulatory Impediments to
the Development and Plscement of Affordable Housing, Proceedings
of a Hearing Before the Subcommittee on Policy Research and
Insurence, Committee on Banking, Finance and Urban Affairs, House
of Representatives, August 2, 1990, Serial No. 101-153, U.S.
Government Printing Office, Washington D.C.; See alsc Glickfeld
and Levine, "The New Land Use Regulation Revolution: Why
California’s Local Jurisdictions Enact Growth Control and
Management Measures” (Draft) in Evalusting Local and State Growth
Management Programs: What Can We Learn From Experience?,
Proceedings of a Conference, The Lincoln Institute of Land
Policy, Cambridge, Massachusetts, July 27, 1990
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California hes incressed in the last few yvears at an accelerating

rate. About 72% of all responding local jurisdictions reported
that hed at least one tvpe of growth control or management
measure enacted--71% of all cities and 77% of all counties.
Measures have been enacted in virtually every region of the
state, although Jjurisdictions with the most types of measures
enacted tend to be concentrated along the central and southern

coastal areas, and in the counties surrocunding Sacramento County.

2. The vast majority of leocal growth management measures are
enacted by local governments themselves, with less than 14% of

all measures reported adepted through the initiastive process.

3. We asked local governments if thev had adopted or had pending
any of fourteen specific types of growth control or management
measures. No one type of measure is uniformly adopted by all
local governments; no measure was adopted by more than 29% of
Jurisdictions. In fact, we identified six separate patterns or
strategies of growth measures ensctment. We called one of those
patterns "Infrastructure C@n%roi”s It included those
Jurisdictions that had adopted policies or ordinances requiring
that developmenis demonsitrate that adequate road, water or sewer
capacity exists prior to receiving approval. 28.3% of all
Jurisdictions (129) have enacted such measures for residential
projects, and 24.5% of Jjurisdictions (108) have enacted them for

copmercial or industrial projects. Jurisdictions with
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residential adequate infrastructure controls alsc tend to enact

this same approach for commercial/industrial projects.

4. We asked local jurisdiction administrators to tell us the
reasons why they adopted particular kinds of measures. For those
Jurisdictions adopting measures to control residential growth,

14

the four most frequent reasons given were, in order, preserve
the quality of life, reduce traffic, address sewer capacity
limitations and address water capacity limitations. For those
jurisdictions adopting measures to control commercial development
the same four reasons were most frequently given, with traffic
concerns outstripping general quality of life concerns. Thus

infrastructure limitations are a main concern of local

governments enacting growth measures.

5. There is no relationship between the rate of growth at the
iocal level and the enactment of growth control measures; the
Jurisdictions enacting measures are not specifically responding
to growth that they are receiving. However, there is a strong
relationship over time between & surge in the level of non-
residential construction activity on the state and regional level
and the number of measures enacted in all local jurisdictions
three vears later. Thus, enactment of local growth control and
management messures appear to be 8 local response to regional
growth rather than growth in any particular city. In addition,

the motivation for growth controls appears to come from surges in
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comsercial and industrial growlth, not from residential growth.

6. Up toe the point that we conducted our survey and compared
levels of growth measure enaciment to levels of construction
activity, it does not appesyr that enasctment of local growth
measures has haed a major effect in reducing the level of
construction at the state, regional or county levels. This may
be due to several factors, including the recency of enactment of
many measures, the distributional effects of measures, the lack
of intent of most meassures to actually reduce growth, or some

basic defect in their design.

7. HNo support was found for the hypothesis that growth controls
are enacted in exclusively or predominantly %h}%@ middle class

commupities. Jurisdictions which have passed more measures tend

o

to have betiter educated but poorer populations. No significant
relationship exists between the ethnicity of a jurisdiction’s

populstion and the propensiity te enact growth controls.

£, Contrary to ocur expectations, there is some evidence to show
that jurisdictions that have growth conirel or masnasgement
measures are more Tactivist”™ jurisdictions that also
affirmatively seek to plan for both growth and housing needs.
Firet, Jjurisdictions that have current housing elements are wmore
likely to also have growth management elements to their general

plans than Jjurisdictions with obsolete housing elements. Sescond,
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there appears to be a relationship between enactment of growth

measures and enactment of various measures to stimulate the
production of affordable housing. Jurisdictions with five or
more growth measures enacted have sgignificantly more active
housing incentive programs then jurisdictions with cone to four
measures, and the latter have more incentives than jurisdictions

with noc growth control measures enacted.

9. On the other hand, while jurisdictions that have growth
measures tend to take separate actions to encourage affordable
housing, jurisdictions that restrain growth most strenucusly
through the imposition of set caps on housing unit permits
generally do not exempt affordable housing projects from such

caps; only twenty of forty-nine do give such exemptions.

10. Jurisdictions with growth controls do not produce a
gsignificantly lower proportion of their fair share of affordable
housing than jurisdictions without growth controls. The sad fact
is that all jurisdictions are deing an equally poor job at this,
but enactment of growth measures is not one of the causative

factors behind this poor record.

I think these findings are pertinent to your debate for several
reasons. First, while there are lots of jurisdictions that are
not adequately concerned about the adequacy of infrastructure,

particularly regional infrastructure that they have no direct



- 14 -

responsibility for, a significant minority of jurisdictions are
trving to assure that developments do not occur without adequate
infrastructure at some level. Second, the rate of growth has not
been significantly affected, to date, by the enactment of growth
measures. This indicates to me that either the measures that are
enacted are largely not designed to curb overall growth, or that
growth is being redistributed from enacting jurisdictions to non-
enacting Jjurisdictions. Third, and perhaps most importantly,
local growth controls are a response to statewide and regional
growth, snd the problems associated with that growth, including
infrastructure. Fourth, infrastructure capacity is perhaps the
most impertant reason why local governments are enacting growth
control snd mansgement measures., All of these factors indicate a
need to sddress growth management planning and infrastructure

financing izsues in a coordinated way and at a larger than locsal

level.

Senator McCorgquodale’s bill represents a powerful approach
te thes infrastructure fipancing end of the problem that addresses
almost all of the pertinent regional issues. However, while the
financing authority is billed as & money raising and money
distributing entity, it is, in reality also a regional planning
agency, without really paying enough attention to how that
planning gets done,the relationship between the authority and
othey agencies that do regional planning, insuring that the

regional authorities are properly qualified and funded to do
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regional planning, and most importantly resclving land use and
public works conflicts between individual public agencies within
the region. In Section 54722.3 (b) the authority is given the
discretion to enter into agreements with entities that specify
land use practices that the local agency agrees to follow as a
condition for receiving money. In Section 54722.5 (b), prior to
levying development fees for transportation facilities, the
authority must prepare a plan or study analyzing the traffic
patterns likely to result from development and their impact on
the regional transportation system. The plan needs to address
both transit enhancements and changes to land use practices to
offset the regional transportation impacts of expected new
development. Similar requirements for planning are included in
Section 54722.6 (b) authorizing water quality levies, and in
Section 54722.8 (b) authorizing reallocation of property and
sales tax. Strangely, no planning is required for the taxes it
may levy under Article 7, for schools, open space, and housing
near jobs.

It is my personal opinion that the State ought not back into
regional planning and growth management in this way. We ought to
decide the best way to manage growth that is larger than local.
We desperately need to find a way to resolve land use border wars
between local agencies and insure that infrastructure priority
conflicts (my freeway or your rail project) and siting conflicts
on key public works are resclved in a fair way. We need to use

that kind of growth management plan to persuade the voters to
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support the kind of levies that sre necessary to implement the
plans with adequate and safe infrastructure. That in fact is the
only way thet voters have been willing to support recent
countywide gpecial gas and sales tax elections to finance
transportation infrastructure. A countywide growth management
plan is developed and the improvements to be financed are

identified before the voters are asked to authorize funding.

S0, while SB 2391/SCA 51 provides a good model for financing
infrastructure, it does not really deal with the other three
esgential problems~~(1) how to plan what regional infrastructure
to finance and how to set priorities for funding, (2) how to
insure that state investments in infrastructure are complementary
to and not in conflict with regional and locai plans and (3) how
to reduce the local fiscal incentives for local fiscal zoning and
land use border wars which may conflict with regional
infrastructure plans. The issues addressed by SB 2391/SCA 51 are
one piece of the puzzle. If the Legislature acts on this issue,
it needs to do so in the context of the other pieces of the
pugzle.

I¥ the legislature does address these other problems and
needs a mesns to finance regional infrastructure, is SB 2391/SCA
51 the only way to go? Not necessarily. The legislature could
explore ways to encourage more "voluntary regionalism” through
joint powers sgreements, compacts and other devices which allow

cities, counties and other public agencies to join together to
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address particular needs that exceed local boundaries. These
kinds of arrangements are probably more comfortable for local
government to aécept, since they are extensions of practices that
have long been in effect and have recently been expanding.
However, as the number of issues that require larger than local
action increase, the transaction and time cost of creating these
separate institutional arrangements increases, and the ability of
local governments and others to sustain participation decreases.
My own experience as a Coastal Commissioner sitting on several
different regional boards makes me wonder how far we can get in

continuing these ad hoc regional arrangements.



The Logo
The Commnission’s unusual logo is
the work of one of the Bay Area’s

best graphic artists, Bob Bryant of
Campbell,

The nine large dots represent the
nine Bay Area counties. The
sketched arrow indicates that the
Commission’s task is (o point 1o
courses of action for the region.

The arrow is also the answer to
this question: Is it possible to
connect the nine dots with four
straight continuous lines without
crossing any dot twice?

Most see the solution as being
bound by a rectangle, but the
arrow shows that the solution lies
in going cutside traditional
boundaries, expanding thinking
and seeking new directions.

The Commission used the first part of
the year primarily to assemble informa-
tion and ideas from a broad array of
authorities on regional issues, both in
the Bav Area and nationally.

Emphasis is now shifting to Commis-

i n of possible alternative
he Bay Area and ways (o
achieve them. These discussions will
use the common base of information
znd understanding provided by the
following speakers:

John T. Knox, former Assembly
member from Richmond, former
chairman of the Assembly Local
Government Committee, and author of
2 number of bills on regional govern-
ment in the late 1960s and 1970s.

Mr. Knox spoke of the difficulties in
achieving sound regional government
because of the perceived threat to local
control. None of his regional govern-
ment bills were passed, but the one
that came closest would have com-
bined a then-existing sewer agency,

Fod. 3OV

PROGRESS REPORT

July 1990

Project Hits Halfway Mark

This is a mid-year progress report to
the sponsors of Bay Vision 2020 — the
local government conveners and the
Regional Issues Forum, which was
created by the Bay Area Council and
the Greenbelt Alliance.

Halfway through its yearlong assign-
ment, the Commission has:

e Met twice a month for full afternoon
meetings, with an exceptionally high
rate of interest and attendance;

» Heard presentations and held discus-
sions on a broad range of regional
issues (summarized below),

s Developed a general work plan in
which the first part of the year is
being used to develop a common
base of knowledge and understand-
ing about complex issues affecting

the Metropolitan Transportation
Commission (MTC), the Bay Area Air
Quality Management District
{BAAQMD), and the Bay Conservation
and Development Commission
(BCDO). A real estate transfer tax was
proposed to finance the new agency.

Mr, Knox said that the climate for
regional governance has changed —
problems of housing, transportation,
etc., have worsened and the public
understands this.

Lewis Butler, president of California
Tomorrow.

Mr. Butler depicted California’s popula-
tion in the next 20 to 30 years: we will
all be members of “minority” groups.
In the past decade, the Asian, Black,
and Hispanic population of the Bay
Area increased by about 600,000
persons. It is forecast that by the year
2030, about 26 percent of Bay Area
residents will be Asian, about 25
percent Hispanic, about 8 percent
Black, and the remaining 41 percent
non-Hisnanic white,

the Bay Area, and in which the
remainder of the year will be used in
seeking Commission consensus on
goals for the Bay Area and on ways
to achieve them:

Helped, through press coverage and
public attendance at its meetings, o
create a broader understanding on
where current trends are leading the
Bay Area and of both the possibilities
and difficulties in choosing different
directions.

Commission membership has re-
mained unchanged from its appoint-
ment last December with one excep-
tion: The Rev. Ron Swisher of
Richmond resigned because of a
transfer to work in Sacramento and
was replaced by the Rev. Chester
Tollette, also of Richmond.

The Commission must explore what
these changes mean for the region. If
whites continue to abandon the cities
for suburbia, what will this mean for
the inner cities, for job location, for
housing prices, and for protection of
open space?

Revan Tranter, executive director of
the Association of Bay Area Govern-
ments (ABAG).

Mr. Tranter described ABAG's regional
plan calling for city-centered growth. It
worked reasonably well until Proposi-
tion 13 was passed in 1978, shifting
revenue from property tax to sales tax.
As a result, local interest in housing
development took a back seat 1o the
tremendous competition among local
governments for sales tax revenue.

Although growth in the Bay Area is
somewhat slower than in other parts of
the state, the Bay Area is expected to
grow by a half a2 million people in the
1990s. Mr Tranter said ABAG is on
record as favoring a comprehensive



continued from first page

regional agency that would include
MTC. BAAQMD, the San Francisco
Regional Water Quality Control Board
(SFRWQCB), ABAG. and BCDC.

Cities and counties do not welcome the
prospect of regionalism, but they need

o act before a design is imposed upon
them by the state.

Amngelo Siracusa. president of the Bay
Area Council.,

Mr. Siracusa said that the council. an
organization of the region’s larger
businesses, has advocated regional
thinking from the days of the unsuc-
cessful proposal for a Gelden Gate
Authority of ports and airports. Growth
and its impact on the quality of life in
the region are of central importance to
the business community.

He said that local governments are
elected to act locally and we cannot
expect them to cooperate voluntarily in
a regional outook,

The council's three key goals are: to
reconcile land-use and ransportation
decision making, to bring housing
closer to jobs, and to implement land-
use planning at a regional level. The
housing and commercial densities we
have created ensure that transit will not
work, resulting in long commutes,
deteriorating air quality, and transpor-
tation problems, he added.

Michael McGill. executive director of
the Bay Area Economic Forum (formed
by ABAG and the Bay Area Council).

Mr. McGill said that without a regional
rransportation system to bring employ-
ees 1o their jobs and affordable hous-
ing within easy commute distance of
employment, business will look
elsewhere for opportunities.

The Bay Area cannot have a static
economy. He said that continued
economic growth is needed to make
up for the typical 5-7 percent annual
job loss common to metropolitan
areas.

In rapidly-growing metropolitan areas
in the nation. housing is built to serve
areas where {obs are created, but in the
Bay Area, jobs chase housing, leading
to further sprawl into suburban and
rural areas.

Neal Pierce. nationallv-syndicated
writer on urban and regional issues &
author of a Seattle Times series on

regional issues in the Puget Sound area.

Mr. Pierce said that California is not
alone in the metropolitan-area growth
crisis. Throughout the nation’s metro-
politan areas there is a headlong rush
to the suburbs, leading 1o low housing
densities, congestion, and loss of open
space and prime agricultural land.

He described state land-use planning
laws in Oregon, New Jersey, Florida.
Maine, and Vermont, and multi-
functioning governing devices such as
those used by the Twin Cities Metro
Council in Minnesota and Portland’s
Metro agency (o help manage growth
in those areas.

California. once a leader, has now
fallen far behind many other states in
its approach to land-use planning. He
exhorted the Commission to develop a
form tailored to the Bay Area. a new
regional governance structure with an
independent tax base capable of
coordinating single-purpose agencies.

He said the state has a key role o play
in making metropolitan restructuring
possible — local government cannot
do it on its own. He urged commis-
sioners to seek commitments from the
gubernatorial candidates to work for
growth managment at the state level.

Carol Whiteside, mayor of Modesto
and chairperson of the growth man-
agement committee of the League of
California Cities.

Mayor Whiteside said that Modesto’s
population has tripled in the last 14
years, fueled principally by Bay Area
workers who cannot afford 1o live any
closer to their jobs. The average house
costs $129.000 in Modesto, compared
to more than double that in the Bay
Area. At worst, Modesto is trading farm
land for air pollution, congestion.

continued on page 3

Heyman Leads Study
Bay Vision 2020 has at its helm Mike
Heyman, who for the past 10 years has
been the chancellor of the University
of California Berkeley.

As of July 1, he is stepping down as
chancellor and beginning a year-long
sabbatical, during which time Bay
Vision 2020 will be his principal focus.

“Our goal is to help forge the partner-
ships and to devise the strategies
needed to assure that the Bay Area will
continue to be the special place it is
now,” said Chancellor Heyman.

A former professor of law and of city
and regional planning, he was selected
to head the study after several months
of planning and discussions by a joint
steering committee of Bay Vision
Conveners and members of the
Regional Issues Forum.

Chancellor Heyman has written numer-
ous articles and papers in the areas of
civil rights, constitutional law, land use
planning, metropolitan government,
housing, environmental law, and
management and affirmative action.

Project Schedule

The Commission is to arrive at
conclusions and recommendations
by the end of 1990. Whatever
consensus can be achieved in the
Bay Area will be conveyed to the
new Governor inaugurated in
January 1991, and to the legislature
that will convene then.

The Commission has scheduled

meetings throughout the year for
every second and fourth Monday
of the month, from 2 pm to 6 pm.

The meetings, which are open to
the public, are held in the Metro-
Center Auditorium, 101 8th St. in
Oakland.

Santa Clara County Supervisor Rod
Diridon, currently the chair of
MTC, will speak on July 9. At 4:30
pm the Bay Vision 2020 Conveners
will join that meeting — the first
time since installing the Commis-
sioners in December.

Bay Vision 2020 Progress Report
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higher housing costs, and 2 population
with more ties 1o the Bay Area than to
Modesto.

Rather than the traditional north-south
traffic, Stanislaus County is faced with
increasing east-west waffic problems
due 1o commuters from the Bay Area.
The Stanislaus County Association of
Governments now considers itself part
of the Bay Area and Mayor Whiteside
challenged the commission 1o recon-
sider the geographic boundaries of the
Bay Area.

Steve Thomgpson, director of the
Assembly Gffice of Research (AOR)
and Todd Kaufman, Principal Con-
sultant at ACR,

Mr. Thompson and Mr. Kaufiman
summarized Assembly Speaker Willie
Brown's AB 4242. This bill would
establish 2 Hegional Development and
Infrastructure Agency in each of the
seven most populated areas of the
state, in order (o help the state cope
more adequately with anticipated
growth.

The Bay Area region under AB 4242
would be basically the same as the Bay
Area Alr Quality Management District,
Le. the nine-county area, except for
northwest Sonoma County and eastern
Solano County. Each agency would
have a l4-member govermning board:
three non-voting members appointed
at the state level, six directly-elected
members, and five members appointed
by local government and single-
purpose agencies.

Mr. Thompson and Mr, Kaufman said
the agency would act as a unifying
policy-making group for s region.
Decisions with purely local impact
would remain at the local level, but
decisions affecting the region would be
subject to the regional policies and to
the regional board’s capacity to enforce
these policies.

They said the current bill has no provi-
sions for revenue sharing or for new
sources of funding for the regional
board, 1t is anticipated that funds from
the existing single-purpose agencies
would be used. The bill would not
replace local governments, but rather
would take cenain decisions related o
tand use which have regional impact
and make those decisions subject o
regional approval.

ssion ... (cont’d)
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Lawrence D. Dahms, executive
director of MTC.

Mr. Dahms said his agency is engaged
in a giant balancing act among often-
competing interests such as the
demand for increased mobility versus
air quality concerns. This need to
balance is a result of the rapid popula-
tion growth in the area.

MTC is looking to BV 2020 to assist in
developing a plan to integrate trans-
portation with many of the region’s
other concems.

He said funding is a key determinant in
transportation. To date, federal funding
has been provided primarily for
highway construction. Enabling that
money 10 be directed toward transit
would be a powerful policy incentive
in shaping new transportation alterna-
tives.

One of MTC's tasks is to improve air
quality in the Bay Area to meet both

“The fragmented
nature of resource
protection makes
sound environmental
management for the
region difficult...”

-—Scott Mc Creary
Environmental Consultant to BV 2020

state and federal standards. To accom-
plish this, vehicle miles traveled will
probably have 1o be reduced by one-
third of the projected mileage for 1997.
MTC is developing a plan to achieve
that objective. MTC also is working to
achieve an integrated regional trans-
portation systern within constraines of
ear-marked funding, dwindling
financial resources, and a lack of policy
direction as to where and how regional
growth should be directed.

Scott MoCreary, consultant to BV
2020, lecturer in the Department of
Landscape Architecture at U.C.

Berkeley, and an environmental policy
consultant.

Dr. McCreary addressed the topic of
what the addition of one million
people to the Bay Area will mean for
the region’s air, land, and water.

The fragmented nature of resource

protection makes sound environrpental
management for the region difficult, he
said. McCreary prepared a chart for the
commission showing how different
resources are regulated at the local,
state, and national level. Regional,
state, and federal regulations govern
air quality and water quality, but land
use decisions rest almost entirely with
106 local entities. Decisions about
water supply and sewage treatment
capacity may ultimately affect/limit the
region’s growth. Attainment of air
quality standards mandated by both
federal and state law could have
significant impact on vehicle use in the
region, he said.

Jane Pisano, president of The 2000
Partnership {the business and civic
leaders who are the successors to the
LA 2000 Committee).

Dr. Pisano said that LA 2000 was an 85-
member board appointed by Los
Angeles Mayor Tom Bradley to pro-
pose a strategic pian for that city in the
year 2000. The group’s report was
compieted in 1988. One conclusion
was that the issues affecting Los
Angeles cross city and county bounda-
ries.

The 2000 Partnership thus reflects the
broader participation of a five-county
Los Angeles area, and it is charged with
implementing the recommendations of
LA 2000. Those recommendations
include maintaining liveable neighbor-
hoods, protecting environmenial
quality, encouraging opportunity for
individual fulfiliment, enharicing
diversity as an enriching force, and
ensuring the future of the city as a
great crossroad.

The 2000 Partnership is recommending
a strong regional governing mecha-
nism (o implement its vision for the Los
Angeles basin; now, with the creation
of Bay Vision 2020, there is a northern
counterpart to these efforts.

Milton Feldstein executive director
of the Bay Area Air Quality Manage-
ment District (BAAQMD).

Dr. Feldstein said the Air District is
charged with implementing federal air
quality standards and the tougher new
state standards. Clean air standards are
based on public health considerations,
but have rremendous potential impact
on land-use decisions, transportation,
and the economy.

In 1982, a plan was prepared to meet



Bay Vision 2020 Commissioners heard from a number of regional experts

at their bi-weekly meetings.

continued from puge 3

the federal standards by 1987. These
standards were not met: and in fact the
regulatory job is now even more
difficult due to the more stringent state
standards required by 1997, Feldstein
said that most stationary pollution
sources have been controlled and that
further reductions must come through
controls on mobile pollution sources.
Costs of this reduction are uncertain.
hoth in rerms of dollars and in terms of
changes in behavior. But to date. clean
air standards have not driven business
from the area.

James Guthrie professor in the
graduate school of education at U.C,
Berkeley and founder of PACE (Policy
Analysis for California Education).

Dr. Guthrie suid that California public
education is stuck “dead center” and
that there is an absence of state level
leadership. He cited “awesome
growth” in student population as a
major problem and explained that the
school-age population is much more
diverse than in the past. He said that
up to 25 percent of youngsters come 1o
school in no condition to learn — a
situation made worse by the fact that
California lags behind every industrial
state in per student expenditures.

He commended the commission on its
interest in education, and said that
while educational reform is crucial, it
involves state and national issues that
cannot be addressed within a region.

Larry Orman. executive director of
the Greenbelt Alliance.

Mr. Grman presented a workbook for
the Commission entitled “Choosing a
Future for the Bay Area Metropolis.”
He defined the term “region” as "a
geographic area whose elements are
interdependent to such a degree that
they justify special actions to ensure
the region’s proper functioning.” Key
elements are the relationship of cities
in a region, the location of boundaries
for urban growth, commute patterns.
mass transit opportunities, and the
refationship of all these 1o density.

In evaluating aliernatives for the
region, he urged the commission to
adopt a set of principles and goals for
cach which would evaluate the long
term sustainability of the metropolitan
region, funding for needed infrastruc-
ture, and whether or not the ecological
resources of the region can support the
proposed alternative. The powers
necessary for a regional governance
structure will vary depending upon the
alternative selected, he said.

Richard LeGates. professor of urban
studies at San Francisco State University.

- 21 -
sion Assembles Information, Insights and Ideas (cont’d)

Dr. LeGates prepared a report entitled
“Regional Housing Issues™ for the
Commission. With the median home
price in the region now at $260,000,
housing affordability is a critical issue
for the regional economy.

He said there is no one solution to the
housing affordability problem and
recommended that broad development
standards be set and enforced region-
ally, with maximum discretion for local
governmenis within the regional
framework so long as they meet
regional housing goals, including a
regional fair-share housing policy for
lower-income residents.

To support mass transit and to prevent
suburban sprawl into prime agricul-
tural lands and open space, housing
densities in the current urban areas
need to be increased, he said.

Special Meeting, March 12 - The
Commission members used this
meeting to discuss the information
received thus far and to reflect on the
work ahead. Some of the following
ideas/comments were mentioned by
several commissioners and some by
one or two members:

e Growth in California will continue;
the only question is how well we
will plan to accommodate it.

¢ Sustainability should be the main
characteristic of the future Bay Area
economy. We are running out of
healthy and productive land (and of
healthy air and water). The automo-
bile and fossil fuels will not be
around in another 55 years.

» At the same time, we need a society
with durability, resilience, a mini-
mum of social tension, and no
political or economic apartheid.

We need to look beyond what is not
working today and plan for 30 years;
we need something more stable than
a regional general plan that must be
revised every five years like city and
county general plans.

The way we govern ourselves now is
like having clothes for a child of five.
When the child grows into adoles-
cence the clothes no longer fit. We
need to find new clothes.

®

The problem today is lack of com-
munity, a sense of community
identity. We elect people where we
live, but that may not be where we
work or shop or go for recreation.

Bay Vision 2020 Progress Report
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This leads 1o apathy because we do
not think our vote counts for much,

The Bay Area consists of a variety of
racial and ethnic groups, and of
people of different income levels,
Regional concerns have 1o be made
understandabie 1o all these people,
Too oftery, they have been ignored in
the past, and they must be fully
included in the future.

The problem is not that local officials
want onlv 1o protect their tarf; it is
that their constituents insist on it. We
have governance by neighborhood
veto, Just try © put a drug rehabilita-
tion center into a neighborhood.

We need to develop clear lines
berween urban communities, agrcul-
ture, and open space. It is essential
to save agriculture in the Bay Areg —
crops grow here that cannot grow
well elsewhere.

Everyone talks about “quality of life,”
which includes safety among other
things: so people flee cities and look
for safety in smaller communities.
Are we redefining “quality of life” 10
mean higher density neighborhoods?
How will we define success in the
future? Will it require owning a home
and owning a car?

MNapa County worries that proposals
for each area 1o accept a “fair share”
of housing on g regionwide basis
could threaten agriculture, and
could, in é’?&i‘iﬁ& require rural areas (o
make up for the mistakes of the rest
of the Bavy Area,

We need additional airponts in the
region, and airp f}f‘i should be man-
aged as a unit.

We cannot define the Bay Area ss
though it had 2 moat around 2t
because growth will lump over the
moat and ruin outlying areas,

We cannot foresee all the problems
of the next 30 years, so the question
is: How can we best organize and
manage both for the problems we
can see now and for the new ones
we cannot anticipate? One answer is
that we need a comprehensive
perspective that recognizes regional
interdependence.

We may all agree that the govern-
mental structure in the Bay Area is
not working well now. But we may
find it extremely difficuli 1o agree on
a regional vision for the long-term

sion... (cont’d) -2z

D,

future. Maybe we should work
instead toward finding 2 means of
better governance — what sort of
government siructure should there
be? With what kind of governing
board? Gur main contributions could
be to help set that kind of g(}‘v ern-
mental structure in place —a
structure capable of supporting a
regional vision.

e Developers do not want 1o make
their lives more complicated, and
another layer of government sounds
like more wﬁpi;garxi ns. But if there
is to be governmental change, the
new government should be more
efficient and effective than what we
have now.

s Maybe we do not need 1o create
whole new structures, but instead
should modify existing systems and
bend them {Q%’af{i Common pur-
DOBES.

e The Coastal Commission should be
considered as one model for regional
governance; its members are ap-
pointed both from local government
and from the general public, and it
administers a process by which local
governments plan for coastal protec-
tion and development within provi-
sions of state law.

» People talk about a real estate
transfer tax a5 2 way of supporting a
regional agency. But such a tax has
also been proposed (o fund pro-
grams for the homeless in San
Francisco. And, adding to already-
high housing prices, &t will make it
more difficult for people to afford
housing.

Sponsors of the vearlong Bay Vision
2020 project adopted 2 budget of
$600,000 and ‘9&’}‘3?}3{ w0 furid the
profect in equal thirds from three
constituencies: local government,
;"{}naéaié NS, &m:‘z the business commu-
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The Bav Vision 2020 Commission consists
of 32 members from all parts of the nine-
county Bay Area. Its membership reflects
the increasing racial and ethnic diversity of
the Bay Area.

The Commission was established in
December 1989 through the joint efforts of
local government leaders and the Regional
issues Forum. established by the Bay Area
Council and the Greenbelt Alliance.

Commission Chair is Ira Michael Heyman.

Professor of Law, Boalt Hall, UC Berkeley.
Vice-chairs are A. W, Clausen, chairman of
the executive committee of the Bank of
America. Pamela W, Llovd. member of the
San Francisco Bay Regional Water Quality
Control Board and chair of the Marin
Conservation Corps, and Richard Rios.
executive director of the San Jose
Development Corporation.

Other Commissioners are:

Gordon Chin. executive director of the
Chinese Community Housing Corp.. San
Francisco.

Sara Conner. former president of the Bay
Area League of Women Voters

Paul De Falco, Jr., former regional
direcior of the Environmental Protection
Agency and president of the Bay Area
League of Women Voters.

BAY o
WSION Hearst Building

Yvetie del Prado. superintendent of the
Cupertino Union School District.
Armando F. Flores, superintendent of the
Beilevue Union School District in

Sonoma Couniy.

Ruben Garcia. area vice president of
Pacific Bell.

Gloria 8. Gee. comptroller of Pucific Gas
and Electric.

Peter B. Giles. president and chief

executive officer of the Technology Center of

Silicon Valley.

David L. Goodman, vice president of
public affairs and marketing services for
Clorox Corp., Oakland.

5. Reid Gustafson. president of the
Northern California Division of Shea
Homes.

Mary Handel, executive director of the
Napa County Farm Bureau and the Napa
Valley Grape Growers Association.
Aileen C. Hernandez, urban consultant,
San Francisco.

James C. Hormel. president of Equidex.
fuc., San Francisco.

Melvin B. Lane. chairman of the Lane
Publishing Company. Menlo Park.
Glenn H. Larnerd. vice president, GPD.,
and site general manager of IBM.
Lynette Jung Lee, executive director of the
East Bay Astan Development Corp.,
Oakland.

2020 5 Third Street, Room 608
oS o San Francisco, CA 94103
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Robert A. Mang, president of the
Greenbelt Alliance.

J. David Martin, president of the Martin
Group, land developers. Emeryville.

David L. Nichols. former county manager
of San Mateo County.

Martin Paley, management consultant,
San Francisco.

Robert H. Power, chairman of the Nut
Tree Partnership, Vacaville.

David M. Reiser, president of the Santa
Clara and San Benito Central Labor
Council.

Martin J. Rosen, president of the Trust for
Public Land.

Dwight C. Steele, vice president of Save
San Francisco Bay Association.

Geraldine F. Steinberg, president of
Enshallab Developments and former Santa
Clara County supervisor.

Chester Tollette, pastor of the Davis
Chapel Christian Metbodist Episcopal
Church in Richmond.

Scott F. Wylie, director of
communications for Raychem Corp.

Beth Wyman, former mayor and council
member of Morgan Hill and grants
coordinator for housing and community
development for Santa Clara County.
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MADAM CHAIRMAN, MEMBERS OF THE C

MITTEE, THE SOUTHERW CALIFORKIA
ASSOCIATION OF GOVERMMENTS IS PLEASED 7O HAVE T
SHARE WITH YOU A REGIONAL PERSPECTIVE OR T
GROWTH,

THIS OPPORTUNITY TO
COSTS ASSOCIATED WITH
SCAG, AS THE METROPOLITAM PLANNING ORGAMIZATION (MPO) FOR
THE SIX SOUTHERK CALIFORNIA COUWTIES OF O
VENTURA, RIVERSIDE,

NGE, SAN BERWARDIRO,
IMPERIAL AKD LOS ANGELES, IS RESPOMSIBLE FOR
THE PREPARATION ARD ADOPTION OF THE REGIOKAL GROWTH
PLAN (BMP), REGIONAL MOBILITY PLAK

SEMENT
). REGIOWAL HOUSING NEEDS
ASSESSMENT (RHNA) ANHD WITH THE SOUTH COAST AIR QUALITY

DISTRICT, THE REGIONAL AIR QUALITY ¢

AGEMENT

MENT PLAR (AQWP).
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nia 90017-3438 7 (213) 2361800 ?%ﬁl {213) 236-1825
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THESE PLANS PROVIDE AN ASSESSHMEKT OF THE PROJECTED POPULATION
GROWTH, THE COST OF CAPITAL IMPROVEMEKTS IN INFRASTRUCTURE, HOUS-
ING, AND ENVIRONMENTAL MITIGATION MECESSARY TO ACCOMMODATE THE
INCREASE IN RESIDENTS. OUR TESTIMORY WILL BE BASED O THE RMP AND
BMP WHICH WERE ADOPYED ON FEBRUARY 2, 1989 AND THE ACMP ADOPTED ON
FEBRUARY 17, 1989, DEVELOPMENT OF THE PLAKS WAS COTERMINOUS IN
RECOGHITION OF THE INTERRELATIONSHIP AMD INTERDEPENDENCY BETWEEN
LAND USE, TRANSPORTATION AND AIR QUALITY.

POPULATION IN THE SOUTHERN CALIFORNIA REGION COULD REACH 17.1 to
20.2 MILLION B8Y THE YEAR 2010. COMMENSURATE WITH THIS GROWTH IN
RESIDEKTS, THE NUMBER OF HOUSING UNITS COULD EQUAL 7.2 TO 8.1
MILLION AND JOBS TOTAL 8.7 TO 9.3 MILLION. WHILE THE POTENTIAL
FOR EXPANDING THE REGION'S ECONOMIC DEVELOPMENT IS THE MOST TOUTED
ADVANTAGE TO GROWTH, THERE ARE A NUMBER OF SIGNIFICANT IMPACTS ON
THE EXISTING INFRASTRUCTURE WHICH REQUIRE CONSIDERATION.

SOUTHERN CALIFORNIA IS THE FASTEST GROWING REGIOM IN THE WORLD.
AS MORE OF THE REGION'S INHABITANTS BEGIN TO EVALUATE THEIR OP-
TIONS FOR HOUSING AKD EMPLOYMENT AND MOVE AWAY FROM THE METROPOLI-
TAN CENTERS TO THE SUBREGIONS, THERE IS A GROWING PROBLEM WITH OUR
ABILITY TO MEET THE DEMARD FOR SERVICES FROM LIMITED AND, OR DWIN-
DLING RESOURCES., TRANSPORTATION, AIR QUALITY, WATER SUPPLY, WATER
QUALITY, WASTEWATER TREATMENT, SOLID WASTE, HAZARDOUS WASTE,
SCHOOLS, LAW ENFORCEMEMT, FIRE PROTECTION, EMERGY, HEALTH CARE AND
SOCIAL SERVICES, WHICH ARE ALL IMPORTANT ELEMENTS OF LOCAL AND
REGIONAL DEVELOPMENT, ARE AFFECTED. FOR EXAMPLE:

FOUTEEGR tﬂiiﬁﬁﬂla
RITOIETOR 08 SR dnintnl

818 W. Seventh Street, 12th Floor & Los Angeles. CA 90017-3435 5 (213)236-1800 & FAKX (213) 238-1825
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THE RMP IS THE MOBILITY STRATEGY ADOPTED VO MEET AIR QUALITY STAKDARDS AND
MOBILITY GOALS. BETWEEW 1992 AKD 2010 THE COST OF MAKING CAPITAL IMPROVEMENRTS
FOR HIGHWAY, TRANSIT, AND DEMAND MANAGEMENT HAS BEEW ESTIMATED AT $57.310 BIL-
LION. $36 BILLION WOULD BE ACCESSIBLE FROM CURRENT REVERUES LEAVING A SHORTFALL
OF $20 BILLION. HOMEVER, BY DEVELOPING AN INTEGRATED SOLUTION OF GROWTH MANAGE-

HMENT, MANAGING THE SYSTEM, AKD CHANGING THE MIX OF PROJECTS, THE COSTS WERE SUB-

STANTIALLY REDBUCED. SINCE THE PLAN WAS ADOPTED, WE HAVE HAD Ak UNPRECEDENTED
SET OF LOCAL AMD STATE ACTIONS TAKER TO DEAL WITH THE FISCAL DEFICIEMCIES. FIVE
OF THE SIX COUNTIES HAVE ADOPTED SALES TAX INCREASES FOR TRANSPORTATION. HNEVER-
THELESS, 1IN THE YEAR 2010, OPERATIONS AND WMAINTEMANCE COULD STILL HAVE A SHORT-
FALL OF $3.240 BILLION COMPARED TO THE $4.790 BILLION TOTAL COST ARD $1.550
BILLION THAT WOULD BE AVAILABLE. AN
GERERATING ADDITIONAL REVERUES.

ER OF Sl

GESTIONS HAVE BEENR M

)E FOR

& HMORMING AND EVERING PEAK-PERIOD TOLLS
&  TRANSIT CORRIDOR BEWEFIT ASSESSHENTS
¢ EWPLOYMENT PARKING FEES

® FAREBOX RECOVERY

@ IMPOSE REGIOMAL GAS TAX

THESE OPTIONS REPRESENT POTENTIAL CAPITAL FUKDS OF UP TO $20 BILLION AND $2
BILLION 1IN OPERATION AND MAINTENANCE REVENUES. WE ARE CURRENTLY

[

KING
PRICING AHD MARKET SYSTEM APPROACHES AS WE LOOK AT A REVISION TO OUR AIR PLAN,
WITH AS MUCH PROGRESS AS WE HAVE WA

DE, WE W7 STILL HAVE MORE FINANCING NEEDS.
MOREOVER, IF WE DO WOT ACHIEVE GROWTH MANAG: ~ENT, WE COULD BE CONFRONTED WITH AM
ADDITIOKAL $20 BILLION SHORTFALL,

818 w. Seventh Streel 12t Floor & Los Angeles, OA SO047.3438 o (2132351800 & FAX (213) 236.18%5
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SCAG IS COWTINUING TO EXPLORE THE FINANCIWG TOOLS NEEDED TO CARRY OUT THE RE-

GIONAL PLANS THAT WE ADOPTED. WE MUST COUPLE GROWTH MANAGEMENT WITH FACILITIES.
SIMPLY ADDING MONEY WILL NOT SOLVE THE PROBLEM. GROWTH AND TRANSPORTATION EX-
PENDITURES MUST BE LINKED. SCAG'S TASK FORCE OF CITY MAKAGERS AND COUNTY ADMIN-
ISTRATIVE OFFICERS IS EXAMINING THE UMIQUE PROVISIONS OF SB 2391, ALONG WITH THE
PRICING OF DEMAND MANAGEMENT ASPECTS AND MARKET MECHANISMS OF THE MOBILITY AND
AIR QUALITY PLANS. THERE IS A NEED FOR ADDITIONAL AUTHORITIES TO BE USED BY
LOCAL GOVERMMENTS TO ADDRESS THE CONCERNS OF GROWTH AND IT'S COSTS. IT IS THE
EXECUTIVE COMMITTEE'S OBJECTIVE TO PROVIDE INPUT TO THE LEGISLATURE THIS SESSION
ON THE GROWTH MANAGEMENT AND FINANCING ISSUES THAT WE FACE.

THANK YOU.

MARK PISANO, EXECUTIVE DIRECTOR

SOUTHERK CALIFORNIA ASSOCIATION OF GOVERNMENTS
818 WEST SEVENTH STREET, 12TH FLOOR

LOS ANGELES, CALIFORNIA 90017

CONTACT: NONA EDELEN, PRINCIPAL GOVERNMENT AFFAIRS OFFICER
(213) 236-1870

FOVIRESA cm'#ama
RIS IRTION OF BOVI RN ERT,

818 W, Seventh Street,12th Floor e Los Angeles. CA 20017.3435 O (213) 236-1800 e FAX(213) 2361825
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REMARKS BY MR. KEN SULZER
TO THE
SENATE COMMITTEE ON LOCAL GOVERNMENT

NOVEMBER 27, 1990

Madam Chairman, other distinguished members of the Senate Local Government
i”@fﬁwzﬁ;ﬁﬁ ladies and gentlemen: my name is Ken Sulzer. I am the Executive Director
of the San Diego Association of Governments.

On behalf of the SANDAG Board of Directors, I appreciate this opportunity to address
on the subject of paying for growth.

During the past four years the San Diego Association of Governments has tried to respond
to two of the most %mp rtant issues discussed in the Back ground Report prepared for your
Committee’s Interim Hearing. The two issues are: The "fiscalization of land use” and
paying for regional public facilities and services.

We addressed these two issues first in our 1987 report entitled, "Regional Governmental
%e:@gens;bmaag and Revenues." The process we used to prepare that study 18 summarized
in your Consultant’s report.

That project was %Mpmsm in the San Diego region because, through SANDAG, the cities,
for % first time, were directly involved in analyzing the county’s fiscal position relative

We found, as you know, that the County is relatively worse off, fiscally, than the cities

tis a commonly held view throughout California. But it was not so
986 when we were preparing our study.

1, at least, the County’s weaker financial position is probably the
reason for the fiscalization of land use and the shortfalls in paying

> the cities in our region were satisfied as to the facts of the County’s situation,
1ing agreement on recommended actions was comparatively easy.
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Several of the study’s recommendations address ways to ameliorate the "fiscalization of
land use." But, because the report has received wide circulation and review during the
past few years, I won’t take your time to describe them here.

However, as I mentioned before, the study’s fundamental conclusion, that the County is
in a relatively weaker financial position than the cities, also underscored the reason why
we have shortfalls in paying for County-provided regional services.

Now, through our Regional Growth Management Program we are investigating the need
for more money for regional services.

Attached to the written copies of my presentation is a memorandum listing the types of
regional facilities under review at SANDAG and the amounts of the projected shortfalls
identified to date.

Our Regional Revenues Advisory Committee is studying ways to refine these figures and
pay for the agreed upon needs.

You can see that the table on page one of the memo lists some County-provided services
-- services that also receive state funding.

Regional development impact fees might be recommended as one way to pay for at least
part of our regional facilities needs.

The economic impact and the effects on housing affordability of imposing a regional fee
are being analyzed now. The results of the analysis will be available in December.

Then, by arraying it along with the other sources that will be used to pay for regional
facilities, the Committee will be able to make a judgment about the feasibility and
usefulness of a regional development fee.

In conclusion, let me again state that, in the San Diego region, at least, we concluded that
the County’s relatively weaker fiscal position is the most important reason for the
"fiscalization of land use" and one of the reasons why we are investigating the need for
more money for regional public facilities.

Of course, none of this is news to you. But we believe our work in the San Diego region
is good analytical evidence that your Committee’s emphasis on this subject is correct; and
that the Legislature should concentrate on County and local government funding as a
keystone to these other important issues.

Thank you for this opportunity and your attention. SANDAG would be pleased to provide
you with any information you might need for your deliberations.
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POTENTIAL FUNDING LEVEL ALLOCATION ASSUMPTIONS

Transportation

The unfunded portion of total transportation costs is $4.0 billion. It is composed of
$2.225 billion for highways, $885 million for transit, and $890 million for regional
arterials. The $4 billion shortfall takes into consideration the recently enacted gasoline
tax increase and the half-cent sales tax. Legally, the entire $4 billion could be justified
as a charge to new development; however, it is felt that funding the entire shortfall
would be unreasonable. Therefore, for illustrative purposes, staff has included three
alternative levels of potential impact fee funding for transportation ranging from $500
million to $1.5 billion.

Justice Facilities

The amount of the unfunded justice facilities costs assumed for impact fee funding ($169
million) is based on the following assumptions:

1. The half-cent sales tax is not upheld by the courts. The appeals court recently
ruled in favor of the tax. However, the case might be heard by the California
Supreme Court.

2. The $169 million allocated to a fee is based on new development paying for facilities
at the existing level of service.

Regional Parks/Open Soace

The unfunded amount identified for regional parks/open space ($274.7 million) is based
on providing facilities for new development at existing levels of service.

Health

The unfunded costs for health facilities have been divided between facilities for new
development ($106 million), identified for funding with a regional impact fee, and existing
deficiencies ($118 million) which would require another funding source. The facility costs
for new development are based on existing levels of service.

Libraries and Animal Control

The unfunded costs for libraries and animal control are allocated to the Other Funding
Sources column. This allocation is proposed because of the more local nature of these
facilities. There are eight separate library systems and six separate animal control
systems. Although a regional fee could theoretically be calculated for these facilities,
the fact that they are operated by a number of jurisdictions, and have varying levels of
service, would make such a calculation, and the potential implementation of fees difficult.



Social Services

The cost of funding social services provided by the County of San Diego for new
evelopment ($20.3 million) was calculated based on the level of service currently
rovi éaﬁi The cost of funding any existing deficiencies has not been determined.

”“ffﬁm

Fire Protection

The cost of the new 800 megaheriz communications system is allocated to the Other

Funding Sources column. As described in Attachment 5 of the packet, this facility
should not be funded with impact fees because of equity issues. The 80U megahertz
system will completely replace the existing communications system. Therefore, it should
funded equally by both existing and new development.
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Counties facing:- s
dire fiscal straits,
‘Wilson warned

- {By Thorne Gray (-2 "'20

‘Bee Capitol Bureau

i Gov.-elect Pete Wilson will confront the inevitable col-
%apse of one or more county governments when he takes
loffice in January unless he finds encugh money to bail
ithem out, according to a new study by the California
‘Counties Foundation.

i The 132-page report, being released this week at an an-
{nual gathering of county supervisors in Anaheim and ob-
‘tained in advance by The Bee, is the latest and perhaps
‘mos; complete analysis to date of the continuing fiscal
s crisis that confronts California’s 58 counties.
¢ The foundation is a research arm of the County Super-
‘visors Association of California and is publicly and pri-
ivately funded.

\ The new study calls, among other things, for transfer-
'ring the cost of the courts and welfare administration to
‘the state, giving the counties more taxing authority, clos-
‘ing tax iaopholes and revising how counties and cities
:share their money.

Once the fiscal systems are réformed, the Legislature
ishould _approve 2 “balanced package of revenue in-
‘creases” if needed, the study concludes.

t  Researchers Richard Simpson and Cary Jung conclud-

' ‘See COUNTIES, page Al3

Continued from page Al
ed after personally touring 1§ distressed countles
and reviewing the rest that California counties are

generally in their worst fiscal condition since 1982, :

and perhaps since 1934. “The tax fevoit is coming

home to roost,” Simpsor said in an interview. “It is’

naive to think that local governments can maintain

the kinds of health care, law enforcement, educa- -

tion and other services the pesple want with these

kinds of restrictions on them.” [

Simpson said the counties exist in general to de-
liver state services through the courts and jails, the

welfare offices and the public health system, but:

the state has reduced the money they get while
giving them more responsibilities. .
Butte County has been teetering on the brink of

bankruptcy, and others such as Yolo, Del Norte .

and Trinity are slipping, he said.

“Next year ~ by May orJune or perhaps sooner
~ additional California ce@inties may be in a Butte
County condition,” Simps##y and Jung warned.

Unfortunately, the resfirch pair said, needed
fundamental reforms often cannot be put into

place without voter approval, yet some counties .
will need emergency assistance long before the
next statewide election in June 1992.

-The state may have to bail out some countles in
the meantime, they said.

hind previous projections bécause of the softening
economy and rising oil prices.

Gov. Deukmejian and the Legislature already "
approved program cutbacks and raised some reve-

nues 1o meet a $3.6 billion budget shortfall for the
current fiscal year, but two weeks ago, Deukmeji-
an said an additional $1 billion in cutbacks and
savings is immediately needed.

The shortfall could translate into as much as a
$4 billion gap between state expenditures and rev-
enue in the 1991-92 fiscal year that begins July I,
when Wilson's first state budget will take effect.

“We are undoubtedly heading into the worst and
most unprecedented fiscal situation the state has
ever faced,” Simpson said. “We need unprecedent-
ed solutions. We need to look at all the options.”

- admission to Fresno County’s juvenile hall
- Their report, “California Counties on the Fiscal .-
Faultlme comes as state revenues are lagging be-,

County Semce levels are already suffenng,

- Sunpson -said.” For example; Alameda-County’s
; public hospital turns,awdy’as’ ‘many as 250 em;‘:r»

gencies & month-and there isa 10-Week"

' Mendocing’ CauntgnWent so far as to-mortgag

: 1ts courthouse {0} make ‘erigs meet, and ‘other coun-
‘ties haye imposed hiri gsfreezes layoffs, semce

savings, Simpsor said.*
ifed you can’t have. efﬁ-‘
aid;; noting -that the state’
could. provide prefatalcare*for pregriant women,
for: nine monthsifor$600 %Eompared to $2,500 a

day to caré for one extremely premature baby.

Drug treatment for an addicted mother for nine’
months might cost the state $5,000, he said, but
that should be compared to the $30,000 it costs to
care for her drug-exposed baby for 20 days.

Simpson and Jung said that various initiatives -
have cost state and local governments a total -of
$150 billion since .1978. Proposition 13 alone cut
counties’ property-tax revenue in half and left
them dependent on state government, they said.
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Sacramenio, CA
November 27, 1990

TO: Chair and Members of the Senate Local Government Comumittee

FROM: Dwight R, Stenbakken, Legislative Director

RE: Outline of Testimony for Interim Legislative Hearing on "Regional Fiscal
Authorities"

The following outline has been developed to provide the committee with written background for
my testimony. The outline is directed at the questions which have been raised in the excellent
staff background paper for the hearing. It is based on adopted League policy and further policy
di ions which have taken place either in League policy committees or the Board of Directors.

The first policy question raised in the background paper is undoubtedly the most difficult for the
League. Asnoted, the League opposed the two measures introduced last session which expressly
permitted “tax sharing” i.e., both property and sales tax among/between cities and counties. The
Ieague position has long been that a new method of tax allocation should only be considered
with new taxes or tax rates. Implicit in this policy is that the allocation of taxes from the existing
base should remain the same.

The basis for this "protectionary” position is as follows:

1} There is deep concern that the Legislatare will only use the city revenue ‘sass
to backfill state or state-mandated county programs and that cities will
ultimately find themselves in the same fiscal dilemma that counties now face.

2) In cities with an unhealthy economic base, there is concern that the fiscal

tools now available to build the healthy economic base will be lost. Having
made this statement, a distinction has to be made between this concern and
the blatant "cash-box" zoning which is the object of so much hostility from
the many "students” of growth issues in California.

There will likely always be the need for economic development in California
communities. This may take the form of redevelopment for decaying urban

centers; or, simply the policy of a community to have a healthy mix of

industrial, commercial and residential properties. There will always be the
need to have economic tools for this purpose. These tools should not be
dismissed and done away with simply because there has been “abuse” through
cash-box zoning or an inappropriate use of the redevelopment process.

|
%
|
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The Legislature may wish to pursue legislation which expressly permits "tax sharing", however,
it is unlikely the League would be able to change its position on this legislation. It is even more
unlikely that the League would change its position on the "tax sharing" proposal if no other
policy changes are made to the current revenue and tax policies of the state,

Finally, cities and counties are now, without any change in state law, negotiating a share of
revenues when a proposal is made to annex territory to a city. While the process may not be
as straightforward as some would wish, it is definitely occurring and there does not seem to be
any impediment which cannot be overcome. The policy question on the rebound is: What will
a change in law accomplish?

Property Assessment

The policy questions under this heading do not really lend themselves to a formal city response.
Yes, we do and can support a stable revenue source for county programs. The lack of a stable
funding source for counties is one main focal point of contention between cities and counties
which results in all too much energy and resources devoted to nonproductive activity. There are
several aiternatives for that revenue option, many of which were on the bargaining table during
the last budget debate. It is more appropriate for counties to indicate the preferential
revenue(s).

It is also more appropriate for counties to indicate which county programs be administered
entirely by the state.

On the Williamson Act funding question, it may be more appropriate to approach the "open
space” and "Ag. Land Preservation” issue from another direction. The League discussed and
concluded that there may be some merit in the "urban boundary” concept found in the Presley
legislation of last year (SB 1332). This may be more effective and less costly than the increase
in Williamson Act funding.

On the County Revenue Stabilization Act, we would defer to the county judgement on the
appropriateness of this mechanization for the county fiscal dilemma.

Public Works Revenues

Policy discussions within the League would indicate support for the concept of the state
coordinating its own public works spending with the state’s economic and environmental goals.

The League removed its opposition from SB 1332 last session after the final set of amendments
were made in the dying hours of the session. In that legislation was a provision to grant a
preference to a community seeking funding from a state bond program if the community was
meeting the state goals for the program. The provisions which make a preference system more
acceptable is when it applies to future programs and it does not try to link significantly different
programs, i.e., park bond money to an approved housing element.
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The League supports the reduction of voter approval for general obligation bonds to a majority
vote. In our estimation, this would have a better chance of passage if the majority vote provision
applied to public works/capital facilities.

The first preference of the League is for the Legislature to give local governments revenue
raising authority, rather than simply revenues. There are several options available which have
been outlined in the legislation and suggested in the staff analysis,

The policy preference of the League is to combine both the ability to raise revenues for capital
facilities along with the responsibility for planning. This could be accomplished in one institution
or the two ate institutions could be given the 1 tive responsibilities and simply be
linked thr sg;@%ﬁ? or %@g}gi&ﬁﬁm “E‘ﬁég is more of a local decision which can better be made

 the ag existing institutions and the need to establish new institutions..

in response to the final question in this section, another question is in order: Does the state
need a statewide growth policy? Simply integrating the current state programs and clearly
laying out the goals of those programs may be all that is needed in a first, but decisive, step
toward achieving greater state and local coordination/cooperation on urban development issues.
Growth is so tremendously regionalized in terms of land use, economics, open space and politics
that it will not lend itself to strong top-down solutions.

gain, the League tacitly supported the concept of "regional” fees when it removed
opposition to 8B 1332. At some point these fees become excessive and self-defeating, but must
certainly be a part of the overall mix of local government fiscal options.

We hope this gives the committee at least a brief outline of the League’s policy on some of these
important questions. As with any policy on this huge and complex issue, perhaps more is left
unsaid. The League will continue its policy discussions this year with a new standing Policy
Committee on Governance. Oune of the tasks of the committee will be to further develop the
growth management strategy adopted last vear by the League. Many issues need to be further
"flushed out" as the debate continues both in the League’s membership and the Legislature.
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Work Together

The tremsﬁdaus growth which California is expenencmg in its urban areas has produced
a set of complex and interrelated public policy issues. The voters frequently express
their increasing dissatisfaction with urban congestion and deteriorating public services.

Cities are no longer self-contained communities. The impacts related to growth in cities,
as well as in the unincorporated territory, extend beyond political boundaries. The
traditional concept of home rule has to be expanded to include issues beyond local
borders which have an impact on local communities. Cities and counties need to do a
better job of mitigating the regional effects of growth. In addition, the role of home
rule must be expanded to authorize the participation of local government in regional
decision-making.

The state, in partnership with local government, must seriously consider the modification
of the governmental structure to give cities and counties authority to address the public’s
growing concern over the deterioration of the quality of life in California. Strong
leadership is needed to accommodate these goals. Any legislation adopted on this issue
must recognize the diversity of cities and acknowledge the need for flexibility.

The suggestions contained in this paper are intended to serve as policy positions to place
before the Legislature, the Governor and local government in dealing with this most
difficult public policy problem. The definition of growth management as used in this
document is as follows:

Growth management is the mitigation of the impacts of growth in order to
improve and maintain the quality of life in the community.

'I’herearcseverai assumgtlons which underlie the development of this policy document.
These assumptions are outlined below.

1. Local Approach - Local governments (i.e., cities, counties and special districts)
are the cornerstone in determining the structure of a planning process to address
the growth problems of California. A local approach to regionalism does not
necessarily mean a new layer of government. Each city should retain the option
of choosing a growth management strategy which reflects the needs and
preferences of the local community.
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é%%@ﬁ@m developed locally will ensure the necessary grassroots and

make the policies and strategies adopted successful in
E’fﬁﬁ%ﬁ*@% the @%ﬁ@%ﬁﬁgg@g of growth in California.

2. Solutions - While all communities should seriously examine the development

of their local communities and plan for its orderly growth, the most severe

problems with growth in California are occurring in urban and urbanizing areas.
ized that the options outlined will not work for every community. In

nmunities which are essentially "built-out” may need to expand these
strategies to address their unique needs.

3. Authority - Authority over land use decisions should remain at the local level.
Egﬁ§?@§%§%§%§ should be made in the cur system to assist local governments

in é%@ggg with land use and environmental issues which transcend local
boundaries.

4, de Cooperation - An areawide (i.e., city-county/subregional) approach
to land use decisions will assist local governments in resolving many of the
current conflicts among local jurisdictions and will help to coordinate land use
decisions. Neither cities nor the county should dominate or control an areawide
organization. A meaningful opportunity for review of the plans of neighboring
;m@éz@%@ should be provided. Community service districts should be
discouraged if an existing city can serve the area,

3. Revenues - Serious proposals to address growth problems in California
should recognize the need to secure changes to the current revenue and
taxation structure for the maintenance and rehabilitation of existing public
facilities and to meet the demand for new public facilities from anticipated
growth. New development should be required to pay its fair share of the
costs of both existing and new public facilities.

6. i@%%%@@@g@g ional -y Cooperation - Existing multi-county/regional
planning agencies in California should be reexamined by the member local
governments to determine if there are structural changes which can be made to
improve the operation of these organizations and to develop effective growth
management strategies. Central in this assumption is the need to establish a

process for resolving disputes between or among these agencies.

7. State’s Role - The State of California’s role is to be responsive to local

g wernment needs. It must reassume responsibility for development of inter-
ME infrastructure (i.e., water, transportation) and preservation of general

it *gﬁ%&% uses {gs@ %g?%@i%ﬁ?& open 3@3@@} Local government i‘ﬁi‘iﬁi be given
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8. Federal Role - The federal government must renew its commitment to provide
funding for regional infrastructure (i.e., transportation, sewer, etc.), affordable
housing and other social service and facility improvements. In addition, the
federal government must financially assist local government in their efforts to
meet the needs of immigrants,

9. Privaie Sector Role - The private sector must accept responsibility for its role
in the management of growth in California. The private sector will be invited to
join in a partnership with local governments in order to develop a consensus on
the proper management of growth,

QPTIONS

The League’s Growth Task Force presents the following organizational options for
solving the growth-related problems now facing California.

Local governments need to develop more comprehensive, integrated and up-to-date
plans, taking a multidisciplinary approach to address growth and the community’s future.
At a minimum, the following changes are needed:

1. General Plan - The General Plan should remain as a basic tool for
land use planning. General Plans must take into account the cumulative
impacts of local planning decisions on neighboring jurisdictions. It is the
responsibility of local government to update all of the elements of a
General Plan as necessary to keep current with growth. It is a goal to
have this review take place at least once every five years. In this manner,
the General Plan will function as a long-range forecast of growth in the
community.

Z. Public Facilities Financing Plan - A separate plan to identify all of the
infrastructure needs of the community, revenue sources, methods of
financing and an implementation schedule should be developed by all local
governments. '

3. Growth Management Plan - A separate growth management plan or a
summation of the plans and policies related to growth, including defining
level of service and performance standards for both facilities and services,
should be prepared in order to address maintenance and improvement of
the quality of life in each community.
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Establish joint areawide authorities for development of a subregional growth
management plan or an areawide urban development strategy based on the individual
gﬁ%{%@ General Plans. The boundaries of this authority should be

Ity based on the area of impact or benefit from growth. It may include
& county or multiple counties.

This areawide authority should be empowered to review éﬁ?@i@?ﬁé@ﬁi projects of
ignificance to easure that its interjurisdictional is ts are mitigated. Such
mﬁzgézgﬁﬁ may @@%@{é& %ﬁ% zm@%giﬁﬁﬁ of regional impact fees. This authority should

also mediate integ] related disputes. The arsawide plan should
include the follk

clements:

1. Level of Service/Performance Standards - Level of service and performance
standards should be adopted for the subregion and methods for quantifying and
measuring such standards should be developed to ensure areawide consistency.

/Transportation Element - A plan which identifies the
public facility improvements ed to accommodate growth in the
3&&5@;@%@ should be prepared. ‘E‘%ag §§aﬁ g&ﬁﬁé gﬁ@@mﬁaﬁs all typres of
poriation facilities, includir r

of %@% utilizing existing ?@g@a@% %ﬁg%wayg and transit services (i.e.,
E?%%?@%ﬁ@ﬁ systems management m@gsaz’@s% @fa%i@f sa@g%y aﬁé
reclamation, sewage é%g@ﬁzzsz@ solid al facilities, scho
all other public facility needs.

d Lo

- Affordable Housing - The plan should address the affordable housing
1eeds of the area in relation to the available job opportunities.

e

4. Air Quality Element - For each subregion within a non-attainment area,
an air %&&% element should be prepared.
L

eservation/Parks and @@@ Space - The plan
should inclede policies and methods for preserving productive agricultural
lands and envi vironmentally sensitive open space, as well as address the
need for regional parks.

v&f’

ods and revenue sources fi}f fugzémg public
es ﬁ% @é%é %% @@@mﬁ{i&z&




Existing institutions for regional (i.e., inter-county) cooperation should be reexamined by
the member local governments to identify structural improvements which can be made
for better coordination and implementation of growth management strategies. The
following approaches are offered for these regional agencies:

1. Consolidation - Existing regional agencies should be provided with the option
to consolidate several single purpose agencies (i.e., COGs, RTPAs, Air Boards,
etc.) into a comprehensive organization to deal with regional planning and growth
management strategies.

Consolidations for efficiency and better coordinated planning should take place
with the authority of the organization determined by the member jurisdictions.
The membership of a consolidated regional agency should be locally elected
officials rather than a separately elected board.

2. Federation - Existing inter-county agencies should be permitted, as an
alternative to consolidation, the authority to "federate” on issues of growth
management. The authority to federate should apply only to planning activities
and/or the resolution of conflicts between or among existing single purpose inter-
county agencies. The federation can occur either on a permanent or ad-hoc
basis, depending upon the appropriate organizational needs or growth problem.
The federation would operate through agreement by the existing inter-county
organizations, but the inter-county organizations would continue to be governed
by their existing governing boards.

The state needs to reassume its leadership role in facilitating the inevitable growth in
California. At the same time, the state must assist local governments in their efforts to
accommodate growth and mitigate its impacts on an area’s quality of life. The state
needs to form a partnership with local government and the private sector to accomplish
this task. For example, the state should participate in the development of a growth
management plan by an areawide authority. In particular, the state should consider the
following options:

1. Revenue Options - The existing revenues distributed to local government must
be increased in order to conduct the added planning requirements and to provide
public facility and service improvements needed to accommodate growth. This
can be accomplished either by increasing the amount of distribution of state
revenues or authorizing fee and revenue options at the local level. New
development should be required to pay its fair share of the costs of both existing
and new public facilities.
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State Plans and Policies - The state should update its existing
%’%&i@%"%ﬁ% plans and policies, including its water plan, inter-regional transportation
gricultural preservation and general benefit land use (i.e., parks and open

space) policies, to ensure consistency and to properly plan for the needs and
impacts of growth.

3. State Facilities - The state needs to recognize the growth-related impacts of
new and expanded state facilities (including colleges, prisons, freeways, etc.) and
itigate the impacts of its activities at the local level.

4, State Plan - The state should consolidate all of its policies and facility plans to
ensure consistency and coordination of its decisions. This state plan should be

coordinated with, rather than preempt, local growth management plans.

This policy document is intended to stimulate discussion at all levels of goverment in

order to focus on the need to develop strategies for better management of growth in this
state.
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TESTIMONY OF THE
CALIFORNIA COUNCIL FOR ENVIRONMENTAL AND
ECONOMIC BALANCE

SENATE LOCAL GOVERNMENT COMMITTEE
Tuesday, November 27, 189¢

TOWARD AN INFRASTRUCTURE FINANCE STRATEGY

Introduction

My name is David Boocher. I’m representing the California
Council for Environmental and Economic Balance today. The
Council is an organization of business, labor and civic
interests concerned with the future economic, social and
environmental quality of life in cCalifornia.

First, I would like to express the Council’s appreciation
for the opportunity to participate in your study and our
commitment to continue working with you on these issues in the
coming months.

I would also like to express my respect for your staffs’
work on the hearing report. As someone who has read extensively
on this issue, I believe your committee report is one of the
more clear and succinct statements of the issue in all its
complexities. For this reason I feel we can forego a discussion
of the issue background.

Not Paving for Growth

My one complaint with the report is the title -- "pPaying for
Growth: But at What Price?" 1In my view, a more accurate
statement of the issue would be "Not Paying for Growth: But at

What Price?" t is clear that the structural inadequacy of our
system for financing public facilities -- especially regional
facilities == has been with us for more than a decade. As early

as 1980 I participated in a study by the California Planning
Roundtable which documented and called attention to this
problem. Since then the only real change has been the
accelerated rate of the population growth. Just because we have
failed as a state to plan for this growth has not prevented the
growth from occurring. Instead we have experienced what many
perceive as a decline in the quality of life and a decline in
the productivity of our economy.

Part of the dilemma has been spotlighted recently by the
dramatic decline in building construction. Much of our new
revenues for infrastructure are being produced by developer
fees. Now these have been greatly scale backed -- no
development, no development fees. But population growth is not
slowing down and will not slow down because the population
growth is not composed of people who buy the expensive houses
which generate the fees.
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I think I can be most helpful to the Committee by explaining
why we believe this problem is probably the most important issue
facing the % &t@ -~ & problem whose resclution is at the center
of the long term resclution of the government fiscal crisis --
and by ﬁf%@zgmw cur best thinking on a realistic strategy for
addressing the problem.

The Importance of Public Investment in Infrastructure

Much has been written recently about this country’s low
savings g%i& and the critical importance of this phenomenon for
ouy economic competitiveness and the fiscal stability of our
govermments. A la rge body of research has also documented that
failure to invest in public capital facilities may be the
governmental equivalent of an inadequate savings rate. This
research shows conclusively that infrastructure capital (1) has
a positive effect on productivity, (2) is complementary to and
stimulative of ggiv%ﬁ% capital investment and (3) that
zﬁ$zég@$&§&gz@ investment will spur private ;nvesiment 1n plant

{(References attached) | )
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v advantage of development fees is that they
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t they are detrimental to the state’s long
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of %Q&Ei%g of life between communities according to
ge the highest fees. And they are unrealiable.
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When the inevitable building downturn occurs, we are left
without the means to finance the capital facilities planned.

The one possible exception for regional revenue sharing
which may make sense is regional sharing of fees. Numerous
cbservers have commented on the disparity in quality of public
facilities among communities based on the disparity in the
ability of local governments to demand fees. This disparity
often contributes to the "pushing" of new development greater
distances from the urban core, to a social division between
haves and have nots, and to inflated home values. Hence one
issue for a regional infrastructure finance plan to address may
be equalization of public facilities standards and fees among
jurisdictions within the region.

To summarize, a strategy for public facilities investment is
critical because:

1. Population growth will continue. Quality of
life will diminish in the absence of investment
in public facilities.

2. The productivity and competitiveness of our
economy depends on adequate investment in public
facilities.

3. Any long term solution to the crisis in state

and local government finance will require this
increased economic productivity, among other
reforms.

4. Good land use planning requires an adequate
investment in public facilities.

5. Disputes over revenue-sharing and inappropriate
use of fees will largely disappear if a systenm
for adequate facilities finance involving state,
regional, and local entities, is developed.

Toward A Facilities Investmént Plan

The Council started from a position of supporting a radical
and comprehensive approach to this problem. For this reason we
conceptually supported SB 2391 and SCA 51. We are also
realistic. 1In the face of the other weighty problems on the
Governor’s and Legislature’s plate for this session, we
recognize that such a radical change may be improbable. The
most important imperative is to get an effective program
underway. In this sense it is likely more useful to develop
incremental reforms that can be accomplished based upon the
existing structure of government rather than waiting until a new
structure, such as envisioned by SB 2391, can be designed.



It is important to realize that this problem has been slowly
evolving over the past 20 years and it will not be corrected in
one session of the Legislature. But we believe it is possible
for the Legislature and Governor to accomplish several specific
reforms which will begin the long process of providing the
necessary public facilities investment to accommodate our
growing population while protecting the guality of life and
enhancing economic productivity.

In the previous session the Governor and Legislature began
this process by convincing the voters to approve SCA 1.  This
measure takes capital facilities investment out of expenditure
limits and increases investment in transportation facilities.
While everyone recognizes that not even the $18 billion will be
enough, it is a good beginning.

The next key step is to assure that reforms to the budget
process include provisions that recognize the critical nature of
public facilities investment to economic productivity and hence!
to growth in tax revenues. Much discussion is going on relative
to restructuring of the budget process and new revenues. We
believe that any restructuring will be incomplete if it does not
address how the state will increase its commitment to investment
in public facilities. The priority should be on those public
facilities which will have the greatest positive impact on
economic productivity, and hence tax revenue growth.

Third, the state should complete SB 1825, passed this year,
by requiring the Governor to propose and the Legislature to
adopt a capital facilities plan. This plan should include not
only the facilitv needs and finance programs, but also proposals
to improve the efficiency and capacity of facilities and
proposals for pricing strategies and market incentives that
increase the productivity of facilities. This plan should be
integrated with state growth and environmental goals. Of
course, to do that we need state growth and environmental

P Tl s de Y o = %
goals. That leads to,

th, the Governor should place a high priority on

ion of the Environmental Goals and Policies Report

by current law and the Legislature should support and
equately budget for this effort. :

Fifth, local governments should be required to prepare and
implement capital facilities investment plans which implement
their adeguate general plans in order to receive state capital
facilities funds. These plans should be compatible with the
state’s overall plan for growth and capital facilities and with
regional plans as they come into existence.

Siwth, local governments should be given the authority to
approve property tax overrides for capital facilities purposes
with a majority vote of the electorate, where the facility is



consistent with the capital facilities plan. Ultimately,
authority for development fees also should be contingent on a
general plan and capital facilities investment plan.

Seventh, the Legislature should explore enabling legislation
for local governments to form voluntary regiocnal entities to
plan and build regional infrastructure. Initially this might
take the form of a financial incentive the state would provide
in areas where local governments cooperated to create a regional
entity, develop a regional plan consistent with state growth
policies, and contributed local revenues to the regional plan.
Incentives might include new revenue authority or state
subventions. Regional entities might also enjoy fee authority,
provided local fees are reduced commensurately. Ultimately one
objective should be the equalization of fees across the region.
If this concept of a regional authority seems radical, I call to
your attention that the Legislature has already approved such a
regicnal authority for the purpose of building toll roads in
Orange County.

Finally, the Legislature and Governor should focus on the
crisis in the school facilities shortfall. The $1.6 billion in
bonds approved this year is already gone, even though they
haven’t yet been sold, and there is still a $5 billion backlog
in needed facilities, a need that is growing. Enrollment growth
has jumped from 160,000 per year to 200,000 per year. There is
general agreement that education is essential both to quality of
life and economic productivity. Hence we believe that school
facilities is the next area of need that requires immediate and
focused attention similar to that given to transportation in
1989.

While this list is long and intimidating, we believe it is
doable. If accomplished it will begin the long road back to a
responsible policy of investment in public facilities and result
in dramatic improvement in many of the state’s difficult
problems. It will also send a message to the private sector
that California is going to continue to be a good place to
invest private capital.

We believe the capability and knowledge exists in the new
Legislature and new Administration to begin this process. To
recall the Talmud, "If not now when, if not us who?"

Thank you for your interest and consideration.
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How Filling
Potholes Helps
~The Economy

By Carl T. Hall
Chronicle Staff Writer

Forget the deficit. The real
problem is potholes.

Americans complain bitterly
about their taxes, even though the
overall tax burden in the United

* States is smaller than that of any
major industrialized country in
the world. The reason for this
seeming mystery may have to do
with what Americans get for their
tax money.

Compared with other coun.
tries, government in the United
States provides fewer social servic-
€3, spends more on interest pay-
ments and maintaining defense,
and, perhaps most important,
gives short shrift to productive in-
vestment likely to shore up the
economy.

Rather than fret exclusively
about the budget deficit and how
programs are financed, many ex-
perts urge paying more heed to
what the government actually
spends.

“Cutting the deficit is an impor.

- tant item on the agenda,” said Ali-
cia Munnell, research director at
the Federal Reserve Bank of Bos-
ton. “But even more important is

what the government does with its
money.”

To Munnell and a growing cho-
vug of other economists, this
means getting back 10 basics - the
condition of the nation's roads,
bridges, airports, schools and
waste-treatment facilities.

Such public assets, known col-
lectively as the nation’s “infra.
structure,” serve as a base on
which most private economic ac-
tivity takes place.

Factories and offices simply op-
erate better if the roads are goed, .
the trains run on time and the
schools do their job. The big worry
is that the United States is caught
up in seemingly endless turmoil
about the deficit while its infra-
structure crumbles.

Potholes may seem a mere an-
noyance to most commuters; they
are serious business in economic
circles.
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David Aschauer, an economist
at Bates College in Lewiston,
Maine, recently dug up a statisti-
caily sigaificani ilink between
growth in personal incomes and a
state’s highway capacity and pave-
ment quality,

“A dollar spent on improving .
pavement guality probably would
have a greater impact on people’s
incomes than s dollar spent on re-
ducing the deficit,” Aschauer said,
“There has been a change in gov-
ernment spending priorities, and
there's an economic cost associat-
ed with that.”

" Lless on Infroctructure

During the past two decades,
the United States has been paying
comparatively less than other in-
dustrizlized countries on its infra-
structure and appears to be paving
a price in lower productivity
growth.

dapan, for example, returned
an annual average 5.1 percent of
its domestic sutput into shoring up
public investment, after allowing

. for depreciation, between 1865

and 1985, Japan's economy enjoy-
ed productivity increases during
the period that averaged 3.1 per-
cent a year. Germany had about a
2.5 percent rate of investment and
2.3 percent anpual productivity -
gains. i

The United States, by contrast,
invested only 0.9 percent of gross
domestic product on public infra-
structure projects during this pert-
od. And productivity in the United
States rose an anemic 0.8 percenta
year -2 {ar lower rate than in any
other leading industrial country.

investment is not all a matter
of bricks and mortar, There is also
a hwman side. Despite significant
cost incresses in some areas, the
United States still spends less on
domestic programs than do many
competing economic powers. In
Europe, for example, most coun-
tries offer free or heavily subsidiz-
ed child care, higher education,
train travel, heaith care and hous-
ing.

These subsidies are not without
hidden costs. Air travel typically is
more expensive in Europe than in
the United States, for example.
Many economists argue that, at
least in the United States, private-
sector solutions may be more &f-
fective than an expanded govern-
ment.

Health Lore

In the United States, 11.1 per-
cent of the gross national product
goes to health care, one of the
highest percentages in the workd.
But heaith care is essentially not
available — at least not without
public subsidy — to 36 miilion un-

imetiead Avaaniamees

al subsidy for health care, Is grow-

' ing incressingly expensive with-

ut providing & corresponding
benefit, :

This is a concern not only to

. liberal Democrats on Capitol Hill

but alse s congervative ecopo-

i mists on Wall Street upset at hav-

ing to spend so much for so little in

return.

i

! “We have a very inefficient sys-

| tem,” said Jim Solloway, chief

! economist at Argus Research in

| New York. “I don’t mind paying

- more taxes i | think the money is
being well spent, But in this case, I
don’t think we're getting the most
for our dollars”

Another major difference be-
tween the United States and other
countries is defense spending. Al-

- though all Americans presumably
benefit from the Pentagon's pro-
. tection, 50 do residents of allied

- countries who, in effect, get a-

; U.8.-paid defense subsidy they can
; invest in their own economic well-
~ being. :

Interast on Dobt

:.« The fastest-growing spending
category in the United States is
- interest on the national debt,
which nas nearly doubled during

the past eight vears. Interest now ~

consumes about 18 cents of every
federal budget dollar — nearly
twice as much as all domestic pro-
grams combined,

Although 3 lot of the money is
simply being transferred from one
set of American pockets (taxpay-
ers’) to another (bondholders",
much of it alss leaks out of the
United States into the bank ac-

 counts of foreign lendars,

In any case, paying interest
generates no direct benefit for the
U.S. economy. In fact, the govern-
ment’s heavy borrowing is thought
to be a major contributor to higher
interest rates borne by private
businesses and consumers.

Most other economically ad-
vanced countries sither keep their
budgets balanced or maintain ade-

- quate domestic savings to finance
their own deficit-spending.

Bui economists say that al-
though Washington policymakers
are right to tackle the deficit, they
are wrong if they assume that fix-
ing the deficit is all they have to
worry about in terms of govern-
ment spending,
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Distant Communities
Promise Good Homes
But Produce Malaise

v

Census Shows People Mawng
So Far From Jobs They
Lack Time to Enjoy Life!

::z;; Roovey Fzaeusow
ng Evceve Capison
Staff Re;mr*em af TraE WaLn SraEsT JOURNAL
MORENG VALLEY, Calif.-Max Net

roan seans this f:;i*; from the highest of the |
Bov Springs Mountains, He gees, in the
vailey helow, row after row of gz’mi ranch
houses—thousands of them—spread cut in %
peat ellipses
w7 yegrs ago, there was netiﬁng

LEn
here,” saysthe U;‘z%vé*ﬁm of 3 lifornia po- °
fitical sclentist. “Zilch, zero) - .g
Moreno Valley i3 *zze fastest-gro
city in Riverside County, the fastest- gmwf,
;r*g county in California, according o the
1980 census. A %ecaég 220, 4 mere 28,308 ;
people lived here: the preliminary count is
now 116,427, an i'zf:?ease of 311%,.
But it's an odd city, with few parks, 76"

. skating rinks, not ¢ single miniature golf |

course. ‘?f*m this month, it didn't everz,
have 2 hospital. Degpite the population in‘
flux, the iszsai Hiwanis club, which at_one. 3
time had more thatt 50 members, has seen

the number dwindle to around 18, Morens
‘?f lley does have churches, about 80 of
me‘:?‘f‘z But the Fav, Willlam Johnson of the

United 3

viethodist Church-""Pastor Bill,”.
ners—-estimates that 90% efx
ey is unchurched. :

s hesding off to their jobsin=

the ?ﬁiﬁ‘i‘?ﬁii”g and back horrie at ; night, Most—
- ALK agg sgmrﬁﬁte, and that—y

il on familles and iife styless
alor employment centers
;ﬁ%* 45 miles to the west;
& 75 miles northwest, The
akes two hours on z good
?z%% an accident ties up f:ra@a:
on the ? f{:ggza Fregway. e
ome to the Levittown of -ée

ifornia ;};amzis;g m%yﬁ?;

, s one of 1 mﬁif fas%’; gﬂ:sw‘mg
comimunities that sre meither citles por,

%@gsﬁ i)t ““Z}S*S fsry Ssasesﬂ :
. by the procession of votng™i

suburbs in the traditional sense. They iack
ﬁze améyiizgs of tﬁe fizy 35@ the af°c'.s3f5,:~:t :
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People choose to live in such communt-
ties for one main reason: relatively afford-
able ”m* ag. Even mmzt??! homs prices in
n falling recently,
ciese in ‘;{m sea remam em of reach of most
buyers' incomes in places the 1580 census
shows as Bypar-growth aress.

But because of the time it takes to go

back and forth to work, residents have pre-

clous fittle time in which w enjoy the
homes they wanted so much to own. And
with the stampede of newcomers straining
services, life is hardly a bargain.

Price 1o Be Paid

“Taxes are rising, the quality of scheols
is deteriorating, services are not as good
as they used to be and the [population ] den-
sity is rising,” says sociclegist Douglas
Massey, speakmc of these towns generadly.
High and rising gasoline prices add to the
cost of boomdock living.

Vincent Avila, a police officer, makes
the 72-mile trip from Moreno Valley o his
job in South Gate, just south of Los Ange-
ies. When his regularly scheduled Tuesday

court appearances keep him in South Gate
past quitting time, he spends the nighton a
cot at the police statien. And, depending

Lo di]

on the court schedule, it might be Saturday

before he next gets to see his wife and two |

children.

“You come out here aﬁd say, No way I
would ever live out this far,’ ” Mr. Avila
gays. “[But] for me and my famxly, it's
jast g way to afford 3 b@use

The Rev, Gerald DeLaney, parish priest
of St. Christopher's Church in Moreno Val
fey, worries that “family lfe has been
killed” by the cornmuting and the struggle
10 meet mortgage payments. He thinks the
pressures on family life can only get
worse, “The Z1st centm’y,” he says, “is go-
ng to be rough.”

Stressed-Out @ammzzt%rs

For Karen Palmer, the rough part is al-
ready here.

Ms. Palmer is a financial manager at
PacTel Corp. in San Francisco. But she
Hves 53 miles away in Antioch, 2 town of
1,000 that grew by 4% in the 1980s. She
and her husband, John, moved there when
thelr danghter, Kristen, who is now two
years old. was a baby, They were seeking
2 nlce house and the pieasm*eg of suburbaﬁ
fving,

But Ma. Palmer's long cammaté-up to
two hours each way—nhag hurt her family,
per health and her seifesteem. o

A mzior worry is 2l the tme she must
be away from her daoghter, “When she

as lttle, I had this fear [that she
wouldn't i recognize me,” Ms. Palmer says.
“She would be with a stranger nine, 16, 11
hours 3 day.” These days, Ms. Palmer
doesn't get 1o see her Uitle girl In the
morning before she leaves for work, but
zhe thinks about her often during the day.
“I'ra o sensitive sbout my daughter.”

Mr. Palmer, g compuler-equipment
salesman who has 2 ZZ%-mile comimute of
bis own, also has been under stress be-

«. Please Turn to Page 410, Column 1
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- *.cause he shares much of the responsiotiity

. for his daughter's care,

The Palmers have felt harried ever

», smc@ ih“y first movedtoa condﬁmmmm
T-another distant suburb-Concord ~in 1983
=Married now for 10 years. the couple
'started going to o marriage counselor five
~years ago. All the time V(s Palmer has to

‘be out of the house was one problem.

Zv “There was a lot of anger, and we
didn’t realize it was there, a lot of resent-
'ment.” Ms. Palmer says. "1t had gotten to
;the point where . . . the word divorce was
“gvery other word. . We didn't realize
where half the pressares were.”

« Residents of the San Francisco Bay
;Area fringe suburbs adapt as they can.

Ti*e vans in the parking lot near the corner -

‘of Howard and Stuart Streets in San Fran-
-clsco face out toward the bay as if on the
sta*tmv line at Daytona. Independent oper-
‘ator sm Wickman, who owns and drives
one of the vans, arrives promptly at 4:08
~each weekday afternoon to prepare for the
-30-mmile, $5-minute trip eastward to Contra

~Costa County. He bundles as many as 12
- riders into his 1880 Dodge, charging each
o of them $70 2 month for the service. At
Jleast it's cheaper” than commuting by
< tram
= Gome of his comnmuters actually plan to
-‘move to even farther reaches of the boom-
 docks, Laura Tesch, for instance, is an em-
- ployee-benefits specialist at Chevron Corp.
~She and her husband are moving from
“Contra Costa County northward to Fair-
- field, in Solano County, a 1% hour trip
. gach way. “It's a long day, but we really
-can’t afford anything in Concord that's
-halfway decent,” Mrs. Tesch says. The av-
-erage home price in Contra Costa is $213,-
7500, while houses in way-out Solanc County
-average $180,000. In 8an Francisco, the av-
‘erage single-family house sells for more
‘than $297,500.

Certain Symptoms

Psychiatrist Daniel Amen sees in the
families he counsels physical and mental
deterioration, including anxiety disorders,
tension, chronic headaches and éia%:rh&a.

Ms. Palmer, who is not one of is/pa
tients, attests 1o ha»fing soine of Lhe symp»
toms. She s4ys she gets sick 2 ot and sui-
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fers “depression (about] the fact that I
don't get to be with my family.” She is of-
ten exhausted, and household chores pile
up. She feels she has sacrificed a lot for
the suburban dream: “It's not much of &
life.”

Some people have even less choice, Car-
men Janega once lived znd worked as a
cleaning woman in DuPage County, 2 fast-
growing suburb west of Chicago. She would
Tike to move back, but it just isn't possible:
She can't afford to.

DuPage, which saw its population in-
crease by about 19 in the 1980s, is a com-
munity in which rapid growth and rising
housing costs have torced many lower-in-
come residents to move out, to the poten-
tial growth suburhs of OMOTTOW. DuPage
and other se-called collar counties that
ring Chicago have a problem: Teachers,
police and many service workers with jobs
there can’t :fford to live there,

Ws. Janega moved to Will County, 1L,
where she works at a ¥ mart store, when
she wasn't able to find low-income housing
in DuPage for herself and her IwO s0ns,
Jimmy and Jeff. (Ms. Janega's late
mother had also lived with the family.)
Ms. Janega looked into federal rent supple-
ments. But she was told the local housing
office in DuPage takes applications but
once 2 year, and then for just cne day.

Housing advocacy groups say that I?w
Page County has done little to provide
housing for low aad medium-income
workers and their families as the county
economy has burgeoned, “Housing has got-
ten more and more expensive,” 5ays Ber-
nard Kleina of the HOPE Fair Housing
Center in the town of Lombard. “Their
goal,” he contends. “is 10 keep DuPage
County both affluent and white,”

l urban sprawl. Wejre becoming another Lo

- 53 -

Community officials deny having any
such motives. Affordable housing is “liter-
ally imonssible to create” in DuPage, says
Suck Bomine, executive diecion of the Na-
perville Area Chamber of Commerce in
DuPage. Officials say housing runs about
307 more than it does where Ms. Janega
now lives. In a high-cost area such as Du-
Page, which is home 10 such high-tech fa-
cilities as the Fermi National Accelerafor
Laboratory and the Argonne National Lab- |

- gratory. “how do you g0 about subsidizing

those tand costs and  those bullding *
costs?” o

Ms. Janega is still looking for that bal-
ance. She knows that she canearnd petter
fiving than the $4.50 an hour she gets at :{ ‘
mart. She thinks she could easily fmq work
in DuPage, but it’s out of the question so
long as she can’t atiord to live there. "To
tell you the truth,” she says, “nobody can
help you.”’

In many boom areas around the coun:
try, the downside of growth is creating @
hacklash. .

Tf prizes were given for the ugliest ur-

ban road in America, Florida's Dale .
Mapry Highway would be a biue-ribbon
contender. Six lanes wide and straight asa |
Seminole arrow for much of its 21-mile”
tength, Dale Mabry funnels commuters to

borough County, on Florida's Gulf Coast,”
into the city of Tampa. :

Seeing the Sifes ‘ ‘

Along its route are perched car dealers,’
strip malls and franchise restaurants—
mile upon mile of unrelieved architectural’;
tedium to test the sensibilities of drivefs in]
the stop-and-go traffic. Rt

Hillsborough County, economicall g
verse, makes up part of metropolitan’
Tampa-St. Petersburg. And it embodiéss
the growth issues raised by Florida’s bub~
pling demographic stew. In the 1980s, the!

leaving each year. Hillsborough County cit- -
. izens ;may be complaining, but mostly
“they’re staying put. Indeed, provisions of,
"the totighest statewide planning act any-

_of 1985, are beginning to take hold. Permits |
. for commercial and residential buildings
. no longer -are issued unless “adequate |
-roads, utilities, police and fire protection”
“are coming .on line at the same time. 5}
;% “The days of a developer buying 1200
“ dcres, waltzing in and getting permits'and
purting’ up 2,000 houses sre gone,” says |

. -est commercial and office development
and from the suburbs of northern Hills-J- {

- word,” he says. “‘There’s d sense out the

that if we don't get control of growth, the -

| quality of life will be ruined for every-"

‘county saw its population increase 3%
to about 842,000, or roughly 150 new resi”
dents per square mile. Florida had the
fastest growth in population density of any,
state in the 1980s, and Hilisborou

| Co:fmty’s was twice that of the state™]
self. S
hccommodating this popuiation s
has been a nightmare. An example: Wit
an eye to the red-hot population growth’
rate, the county in 1986 approved a $336°
miflion bond issue to build an ehlarged:
waste-water system that would ’bring |
sewers 1o subdivisions springing up i
mote corners of the'county. = s
To everyone's surprise, however, popliss
lation growth slowed sharply in the Jate:
1980s. Now county residents must pay 883
the bonds with some of the highest wale>
and sewer rates in the U.S. “Unless We catt
find some creative magic, | expect we'lipe”
looking at $9¢ a menth [for an average
household] in 1995, says MMichzel |
McWeeny, Hillsborough County's public:
utifities director. ) 3
For most Hillsborough residents, the’
| population problems are a daily irri_?zﬁi
“The problem with Hillsborough County!

it

o

Angeles,” says Ed Turanchik, a Slerra

Club activist who moved to Florida from
Ohio three vears ago and In September |
clobbered one of Tampa's best-known poli:
ticians in a county commisslon election!
. Still, the frustration level remains be-"
low that of crowded California, where as’
many ‘as 400,000 residents may now be

‘where, Florida's Growth Managément

Ron Rotella, executive director of Tampa’s - f
Westshore business district, Florida's larg

- “Growth has gotten to be a four-letter

body.” %,
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CALIFORNIA INCOME AND SPENDING

1979-2000
(1988%)
Per Capita Total Personal Taxable
Income Income Sales
(%) ($ Billions) ($ Billions)

1879 16,758 389.7 209.6
1588 18,8867 534.2 251.1
2000 22,388 780.2 355.9

Average Annual Growth Rate

{Percent)
197%-88 1.3 3.6 2.0
1988-2000 1.4 3.2 2.9
Total Personal Income ($ Billions)
Alternative Productivity Assumptions
Productivity Gains Total Income
Gains Similar to 1980’s 730.2
Moderate Increase in Gains 780.2
Breakthrough in Gains 840.2
Source: Center for Continuing Study of the California

Economy.
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*“PAYING FOR GROWTH; BUT AT WHAT PRICE?"

HEARING OF THE SENATE LOCAL GOVERMMERT COMMITTEE
SENATOR MARIAW BERGESON, CHAITRMAR

INTERIM

NOVEMBER 27, 1990

TESTIMONY GIVEN BY DEVERE H. ANDERSORN
GOVERNMENTAL AFFAIRS COUNCIL

HORORABLE MEMBERS OF THE SENATE COMMITTEE ON LOCAL GOVERNMENT

You should be complimented on your interest and concern
regarding this most wvital and important subiject. I wish to
compliment the staff on an exceptional and stimulating staff
report. It is obvious that they have spent many hours of research
and time in developing this information. I appreciate the
opportunity to take a few moments and express some ideas as viewed
from the Building Industry’s perspective.

STATEMENT CF PROBLEM

First of all, the problem is not growth. Growth has not
created the dilemma that we currently find curselves in. Growth is
fed by a strong State economy which creates jobs and economic
opportunities for its citizens. We can all be very thankful that
we have the sixth strongest economy in the world. We should be
grateful that our State is creating approximately 200,000 new jobs
each year. This condition provides outstanding economic benefits
for all of the citizens of this State. People do not want to live

where there are no jobs and where economic depression exists. Our
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primary concern must be for the continued economic growth of the

State.

Statistics show that the annual rate of growth, within our

State, has remained fairly static from the 1950’'s to our current

time.
Decade Average Annual Housing Units Constructed
1950-1959 : 206,476
1960-~1969 199,340
1970-1979 215,677
19801989 206,590

The above information is surprising, but when we average out
the lean years due to economic depressions and the good years due
to a strong economy, we find that the average growth rate has been
steady for the past 40 years. There has been very little change.

What has changed dramatically is the method of financing the
required infrastructure to provide for the inevitable growth and
the restrictions that have been placed upon our financing
mechanisms. The passage of Proposition 13 reduced the amount of
local government revenues to fund infrastructure needs service and
eliminated the use of general obligation bonds to finance local
public works. BAs a result, many local governments have either used
more costly debt financing methods, passed the cost onto developers
and homebuyers or simply deferred the needed repairs. As a result,
there has been a serious deterioration of our public facilities and
a reduction in the amount of new facilities being provided. This
has overtaxed our transportation systems, our water systems, school

systems and all of the other public facilities needed to support
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economic development. The result has been that in recent years
citizens have demanded more and more growth restricted policies,

erroneously thinking that those policies would solve the problem.

The real impact of growth restrictive policies, however, is to
simply exacerbate and expand the extent of the problem. In recent
years, many studies have been performed relating to the impacts of
growth controls pclicies. Those studies have shown that housing
prices rise dramatically (University of California at Davis, 1981
and 1986 Studies; University of California at Berkeley, 1980
Study). Growth controls cause metropolitan areas to be dispersed,
leading to a lower standard of living caused by lower real incomes
and increased commuting. At this Committee’s own hearing in
December 1988, testimony was given that a recent survey conducted
by the Santa Clara Manufacturing Group cited housing costs and
traffic congestion as the two top issues affecting the business
climate in the Santa Clara Valley. In that same year the Southern
California Association of Governments released a study that stated
that traffic congestion costs the Los Angeles area commuters $5.8
billion annually in personal and business time delays. The bottom
line is that ultimately, the economic growth of the community is
adversely affected when a program of residential growth control is
sustained over a long period of time.

The infrastructure funding problem needs to be solved. We
need to insure a strong economy with continued creation of jobs,

while at the same enhancing our living environment.



It is imperative that the State Legislature provide the
leadership necessary to promote and continue to develop the State’s
economy. i compliment the Senate Local Government Committee for
taking a very active role in providing that leadership. The
legislature has already declared, and I am quoting from Section
52580 of the Health and Safety Code:

(1) “There exists a severe shortage of affordable

housing, especially for persons and families of low and

moderate income, and there is an immediate need to
encourage local agencies to facilitate the production of
new housing through provision of supplemental financial
assistance, not only to develop new and adequate
infrastructure but for the rehabilitation, maintenance,

ement of existing public works essential to

date the growing housing needs of our population.
Without a supply of affordable housing, this State will
find it more difficult to attract and retain industry.
{(2) The cost of new housing developments have been
increasing, in part, because local agencies do not have
a viable means to support the growing infrastructure
housing needs. As a consequence, local agencies must
require housing developers to assume, through new housing
development fees, a significant share of the

infrastructure costs, which forces the new home buyers to

bear disproportionately increased costs. This not only
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results in decreasing the relative affordability of the
State’s housing supply, but also causes vitally needed
housing developments to be impeded, halted, or rendered
infeaéible despite the benefits to the public health,
safety, and welfare.

{3) The State has the primary responsibility to assist
local agencies through the creation of an incentive-
oriented supplemental financing program for local
infrastructure to provide the incentive to local agencies
toward facilitating the production of an ample supply of
affordable housing, necessary both for the well-being of
our citizens and for a strong State economy.

(4) It is in the public interest and it will serve a
public purpose for the Legislature to provide, through
this part, a housing infrastructure incentive policy, and
a concept with broad flexibility and local options, which
will provide in cooperation with local agencies, greater
encouragement to local agencies to expedite the process
of approving needed housing developments. This will
reassert the State’s long-range priority commitment which
reaffirms that stimulating affordable housing growth,
economic prosperity, development, and environmental
protection are Statewide public needs which are not
mutually exclusive and are each wvital to the balanced
growth and development of this State."

Since affordable housing construction and economic development
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@@%y%i%ﬁ% prioritiss, then the corollary must be that the State
should assist local governments in providing the necessary
underpinnings to support these activities.

?@gjgg%%zai'ggﬁggg the State Legislature and Governor’s office
have been grappling with this issue of infrastructure financing.
In 1981, Senator Marks chaired a joint hearing between this
Committee and the Assembly Housing and Community Development
Committee, which considered the  issue of financing of
infraestructure for housing. In 1983, the Governor appointed an
infrastructure task force to review California’s infrastructure
conditions. Thies task forxce issued a strong conclusion that
California needed greatly increased infrastructure investment. In
1984, &Senator HMarks and Assemblyman Mike Roos, sponsored
legislation which provided for "bond pooling® which allowed smaller
local governments the opportunity to feasibly bond for need
infrastructure improvements. Unfortunately, the bill was vetoed by
the Governor. The Senate Local Government Committee has been in
forefront in the last several years in conducting interim hearings
and work shops throughout the State regarding this issue. The time
has come to resolve the problem.

RESPONSES TO POLICY QUESTIONS

I would now like to respond to some of the policy questions
put forth by the staff.

I believe, very strongly, that the legislature should require
the State to coordinate its own public works spending with State

gconomic and environmental guality goals. For some reason, it
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doesn’t seem to me that there is enough emphasis placed upon the
State’s economic and environmental quality goals. The goals of the
State ought to be the driving force behind all legislation. Every
proposed siatute ought to be geared toward the achievement of the
State’'s goals. Therefore, any proposed solution to financing the
required infrastructure should be with the idea of creating
incentives for local governments to achieve the State’s economic
goals.

I believe, that the legislature should target State grants and
loans to communities which share the State’s economic and
environmental gquality goals. It has been our experience that
communities respond better to the carrot than to the stick. The
Governmental Affairs Cocuncil introduced a few years ago an
"*Infrastructure Incentive Bill", which rewarded those communities
that promoted growth and economic development and ignored those

communities which, through their policies, stifled growth and

economic development. I believe, that this concept should be
resurrected. There needs to be incentives created for the
financing of infrastructure. In some cases, even tax incentives

could be wutilized to promote private investment for public
infrastructure needs.

The legislature should give local officials more flexibility
to use existing sources by reducing the voter approval requirement
for general obligation bonds to a majority vote. It is my hope
that the financing of regional infrastructure facilities can be

accomplished without another layer of regional government. What we
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don’t need is another layer of government. What we do need is a
method of financing the required infrastructure. It seems that a
State infrastructure bank could be established,kwhich.would.provide
loans to lé@ai agencies based upon an incentive program with the
loans being repaid through incremental tax dollars or real estate
transfer taxes.

The Building Industry feels very strongly about the issue of
fees. Local governments are beginning to finance infrastructure
needs that were previously financed by tax dollars through the
imposition of new fees. This is one of the major reasons for the
escalation of housing costs in the State (see Attachment A). Fees
may soclve the problem on a short term basis, but on a long term
basis, they will have dramatic negative economic impacts. Already
major industries are moving from the State because of the lack of
affordable housing. New fees unduly burden the new homeowner and
creates even further inequity in our financing structure. The new
homeowner already pays four times the amount of taxes for the same
size home as the existing homeowner who purchased his home prior to
1875. 1In 1975, just 15 years ago, the median priced home was just
$35,000. Today the median priced home is approximately $150,000
and thus there is a great disparity in the amount of taxes paid by
each homeowner. There is currently tremendous distortion in social
eguity and that distortion continues to expand as new fees are
imposed. According to a National Association of Homebuilder’s
report in January of 1988, a $3,000 impact fee causes the homebuyer

to pay an equivalent of $5,500 more to buy the house as a result of
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financing that fee through his mortgage. The imposition of fees
creates to two major fairness questions; (1) the disproportionate
burden on lower income households, and (2) the "double taxation" of
new resideéts. At a time when only 13% of our citizens can afford
the median priced home, we must not add to the cost by imposing new
fees. If anything, limitations should be placed upon local
governments ability to impose new fees. Imposition of new fees is
regressive in nature and has long term negative impacts on the
economic growth of the State.

RECOMMENDATIONS

In summary, I would recommend that the Legislature do the
following:

1) Pass legislation reducing voter approval requirement on
general obligation bonds to a majority vote. Legislation such
as ACA 2, SCA 2 or SCA 18 will all have a positive affect on
continued economic growth.

2) Establish a bond pooling authority or a revolving loan fund
authority to provide financing to local governments based upon
an incentive program towards achievement of the State’s
economic goals.

3) If some type of new regional government is created, its
authority must be tied to the achievement of State economic
goals.

4) Pass legislation restricting further local government’s
ability to impose new fees upon the already overburden new

homebuyer.
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5% Require the State to coordinate its own public works spending
with State economic goals.

6) Provide incentives to local governments that assist in the
aﬁhie%emeﬁt of the State’s economic and environmental
guality goals.

I thank you, again, for this opportunity to exchange ideas
concerning this wvital subject. Please be assured that the

Governmental Affairs Council stands ready and willing to assist in

helping to solve this issue.

Raspe;;ﬁk b

DeVaerse H. Anderson
Governnental Affairs Council
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STATEMENT OF THE CALIFORNIA FARM BUREAU FEDERATION
ON REGIONAL GOVERNMENT AND FISCAL AUTHORITIES
TO THE
SENATE LOCAL GOVERNMENT COMMITTEE

NOVEMBER 27, 1990

Madan Chairman and members, my name is John Gamper, Director of Taxation
and Land Use with the California Farm Bureau Federation. Farm Bureau is
the state’s largest voluntary, non-governmental farm organization with
approximately 82,000 member families. We appreciate the opportunity to

appear before you today to express our views on regional government and
regional fiscal authorities.

As a result of the Legislature's increasing interest in growth management
through regional government, Farm Bureau’s House of Delegates, last
December, debated the issue and adopted a significant change 1in our
policy relative to this subject. Prior to last year’s policy amendment,
cur organization was fTlatly anti-regional. The key policy statement read:
"Planning and planning implementation must remain primarily a local
function and not the prerogative of any regional entity."” Compelled by
some of the arguments made in various issue papers from this committee,
the Senate’s Select Committee on Planning for California’s Growth and
Urban Growth Policy Preoject, our new policy is less unequivocal and more
open toe compromise. It now reads: '

"Planning and planning implementation must remain primarily a local
function. Where metropolitan areas cross county lines or where major
transportation corridors inextricably 1link neighboring counties’
patterns of growth, the concept of regional planning may be
appropriate. However, we oppose any effort to authorize taxing or
statutory authority for any regional form of government without a two-
thirds vete of the affected electorate.”

Although Farm Bureau may not have come as far as some of the "new
regionalism” advocates would have liked, for an organization that is
firmly rooted in the concept of local control, this constituted a major
policy shift. Our grassroots leadership took this step because they were
concerned zbout the lack of Tlexibility in our position. They also wanted
to encourage cooperation and coordination between local jurisdictions in
dealing with growth related issues, while specifically going on record
in oppesition to the crestion of new governmental bureaucracies with new
taxing and law-making authority without a substantial majority vote by
the slectorate.

Farmers and ranchers are not convinced that another layer of government
is the answer to our land use and infrastructure problems, and we believe
that & vast majority of their urban and suburban neighbors would agree.
Close to home, this was made evident by voter rejection of the Sacramento
City/County wmerger proposal on the November ballot. Realistically,
proposals such as A.B. 4242 by Speaker Brown and S8.B. 2391 by Senator

McCorquodale are considered by farmers as being far too radical in their
approach.
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As a conservative organization, it is not surprising that we would prefer
a more modest approach, or the so-called path of incrementalism as coined
in the committee’s November 1988 working paper on new regionalism
entitled "Growth, Change and Response." We must respectfully but strongly
disagree with those who contend that it would be harder to garner
widespread public support for this more measured response as compared to
one sweeping proposal that could "capture the public’s imagination and
gain political support.” More specifically, we <concur with the
observations of Senator Presley, when he wrote to us earlier this year,
in support of his S.B. 1332--the time is right for reasonable reforms
that will:

& "build on existing institutions to betler manage growth, rather
than create new levels of government;

® safeguard the primary role of local elected officials in guiding
the growth of their communities;

e rely on voluntary cooperation between communities, with a process
to encourage joint action;

® provide fiscal incentives to communities which agree to plan and
coordinate growth with their neighbors; and

® encourage regional agencies to coordinate their own plans for air
quality, transportation, and housing.”

I would also like to be more specific relative to our concerns about the
more revolutionary approaches offered by A.B. 4242 and S.B. 2391. First
and foremost we fear the loss of political accountability and 1local
control. There is a very real concern that one of the ulterior motives
of the proponents of new regional governments is to remove responsible
governmental decision-makers out of reach of the electorate. Those
rallying around the anti-NIMBY battle cry are a case-in-point. They are
essentially saying, "we can’t let local officials make these land use
decisions on locally undesirable land uses (LULUs) because they can’t
stand up to the constituent pressure." The advocates representing the
LULU’s interest groups think they have found the solution: just create
huge regional districts where individuals’ <concerns about their
neighborhood, community or county can be squashed by the sheer weight of
the geographical and population dynamics of the region, or as in the case
of S.B. 2391 simply provide the alternative of having a non-elected board
and make the decision-makers untouchable.

We still believe that in order to work well, essential land-use planning
functions need to remain closest to the people who must live with the
decisions. The foundation of our Planning and Zoning Law is public input.
This is not just for window-dressing. Individual citizens should have
valued input into what their community is going to be like.

There is also a very strong fear in our organization that political
gamesmanship and/or powerful special interest groups will exert too much
influence over the regional decision-making process. Farmers and ranchers
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are already considerably outnumbered in the best of circumstances and we
are concerned about the Tate of our rural areas should these all powerful
regional boards turn their backs on agriculture.

With respect teo new regional taxing authorities, the virtually all-
encompassing new taxing authority as proposed by §.B. 2391 could have
very serious consequences for our industry. The idea of new or higher
taxes on income, real property, the sales and use of tangible personal
property, in addition to proposed water consumption taxes and further
increases in the per-gallon gas tax staggers the imagination. It is not
surprising to us that the building and development community would
embrace this concept because they would benefit in a variety of ways. Not
only will they "breaden the base" and reduce the necessity for
development fses to pay for growth-serving public works projects, there
is also the added bonus of helping to tax food producers off their land
and thus hastening its conversion to non-agricultural uses.

If we are going to do something positive and cost effective to slow the
loss of some of the most productive farming regions in the world, then
we need to create a better economic environment for farmers and ranchers.
We need to provide encourasgement and incentives for them to remain in the
business of food production. We believe that measures such as S.B. 2391,

§.C.A. 51, 85.C.A. 2, A.C.A 2, and S.B. 2557 will take us in the opposite
direction.

Before closing, I would like to comment briefly on S.B. 2557 since it was
discussed in vour briefing paper. We believe that the manner in which
this bill became law represents the legislative process at its worst,
unleas, of course, vou were on the winning side.

Now the cities and school districts and special districts are crying foul
and they want 85.B. 2557 repealed because they believe the criminal
justice fees and property taw administration fees are too onerocus. Well,
we too, were stung by our confidence in the legislative process. The new
authorization, which will take effect in January, allowing counties to
impose business license and utility user taxes could have very serious
consequences for farmers and ranchers. Allowing counties to essentially
fund their state-mandated liabilities on the backs of their

unincorporated area residents is quite frankly a public policy nightmare
as far as Fere Buresu is concerned.

We can only hope that should county supervisors decide to impose these
new taxes, they will use some common sense and not tax their farmers and
ranchers inte the open arms of the land speculators and developers.

I would like to add that we think it is outrageous for the League of
Cities to advocate repealing the counties’ new fee authority while
contending, "but we support the counties’ new taxing authority." They are
essentially saying, let the counties’ residents pick-up the tab for the
mandated services, many of which are provided to their citizens, but
don’t ask the citiee’ residents to help. It is simply unfair and we
sincerely hope that this committee agrees with our perspective.



- 69 -a

In closing, T would like to stress that Farm Bureau wants very much to
continue its participation in working toward the growth management and
fiscal solutions that this state so desperately needs. Under the new
leadership of Governor-elect Wilson, we are confident that the proper
role of the stute, regional, subregional and local governments in these
rritical areas will be sorted out. We remain committed to the consensus-
building approach that is vital to resolving these issues.






MEMBERS

RUBEMN S, AYALA
VICE CHAIR

CHARLES M CALDERON
WILLIAM A CRAVEN
CECIL. GREEN
FRANK HILL
QUENTIN KOPP
ROBERT PRESLEY
NEWTON R RUSSELL

California Legislature

Senate Committee
on
Y ocal Gobernment

MARIAN BERGESON
CHAIRMAN

PAYING FOR GROWTH: BUT AT WHAT

of the

November 27, 1990
Disneyland Hotel
Anaheim, California

CONSULTANTS

PETER M. DETWILER
LESLIE A. MCFADDEN

COMMITTEE SECRETARY
KAYE PACKARD

ROOM 2085
STATE CAPITOL
P.O. BOX 94248
SACRAMENTO 94248-0001
(916) 445-9748

PRICE?

A Background Staff Report for the Interim Hearing

Senate Local Government Committee
Marian Bergeson, Chairman






- 71 -

TABLE OF CONTENTS

Page
INTRODUCTION. .o e
THE FISCALIZATION OF LAND USE: PROGRESS STILL NEEDED.....1

Committee history from 1988 to present.....ccceee..2
Legislative history...ieeieeeeeecosscanssesceoscnesl

THE FISCALIZATION OF LAND USE: POLICY CHOICES..:¢ecoce.e.d

Revenue allocation...ceieeeecnasoesseccoconassncessd
Property assessment....cc.ceveeseenccoscccccsossncsscsd
State funding.....c.viieeeeirerstersoscensccccsssnnnsab
Public wWorks revenuesS.....cceeeeees ceeens O

PAYING FOR GROWTH IN CALIFORNIA: WHAT'S NEXT?....c.00eeeee?

PAYING FOR GROWTH: REGIONAL REVENUES &
REGIONAL AUTHORITIES..cceosececscocscessacscccnsassd

Taxes, assessments, and feesS.....ccvcenvveeesneae.10
Prosperity, environmental quality, and equity.....10
Regional fiscal authorities.......cceeveeenreneesal2
Regional development feeS......eecveeececcrcaseseasll
SOURCES AND CREDITS. . cccvescsesosscoasnsesssnssscscscsosel?
APPENDICES. c ¢ cvvccevovsonsesocnccsossosonnsssssssesosesscssassl8

Appendix A: Growth Management Legislation in 1990
Appendix B: Committee Analysis of SB 2391






- 72 -

PAYING FOR GROWTH: BUT AT WHAT PRICE?

During 1990, the Senate Local Government Committee followed
30 bills relating to growth management topics, including
regional planning and organization, agricultural land con-
version, affordable housing, general plans, and other dev-
elopment issues. Of the total, 10 died in committees or
elsewhere, seven failed key votes, one was sent to interim
study, and 12 passed the Legislature. Of those that passed,
six were vetoed and six became law. The summary in Appendix
A briefly describes the bills and their status.

The most controversial of these bills looked at new forms of
regional governance and new planning requirements: Assembly
Bill 4242 (W. Brown) and Senate Bill 1332 (Presley). Both
bills failed passage in the Legislature. Critics charged
that these bills neglected the fundamental issue of the "fis-
calization of land use." They called for reform, but acknow-~
leged there are no easy solutions.

Likewise, the Senate Local Government Committee defeated
three bills because they failed to address the underlying
problem of how to equitably pay for the public facilities
that new growth spawns: Senate Bill 1771 (Davis), Assembly
Bill 2460 (Hannigan), and Assembly Bill 4225 (Cannella).

To thoroughly explore these fiscal issues, the Senate Local
Government Committee voted on May 9, 1990 to hear the subject
matter of Senator Dan McCorquodale's Senate Bill 2391 and
Senate Constitutional Amendment 51 in a special hearing dur-
ing the Legislature's interim recess. These bills authorize
the creation of two regional fiscal authorities in the nine-
county Bay area and in the seven-county Southern California
region to raise revenue for new public facilities needed be-
cause of growth.

In preparation for the hearing on Tuesday afternoon, November
27 in Anaheim, this background staff report discusses policy

choices the Legislature has in reducing the problems associ-

ated with the fiscalization of land use. In particular, the

paper looks at policy choices the Legislature has in creating
regional fiscal authorities to finance regional facilities.

THE FISCALIZATION OF LAND USE: PROGREES STILL NEEDED

Since the passage of Proposition 13, the Legislature has seen
the competition for land uses that generate tax revenues ac-
celerate in frequency and intensity. Local officials' land
use decisions are increasingly driven by concerns for new
revenues, leading to what some policy pundits call the "fis-
calization of land use." While the competitors can be neigh-
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boring cities, most frequently the race is between a city and
the county where it is located. These forces threaten to
spin apart regional cooperation. They pit communities
against one another in a struggle to approve only fiscally
sound development and to shun land uses which do not produce
sufficient revenue, such as affordable housing.

The fiscalization of land use also makes it more difficult to
raise revenue from a broad base; that is, throughout an en-
tire community. In fact, California‘s legal and fiscal
structure encourages local officials to pass the costs of new
public works and new services onto builders and homebuyers,
particularly through developer fees. Over time, wealthier
communities may be able to attract additional investment and
public capital more easily than poorer communities which may
never be able to compete for the funds they need. This will
lead to greater disparities between the haves and have-nots.

Constitutional limits on local tax rates, reassessments, and
special taxes constrain local flexibility. State law which
distributes sales tax and property tax revenues for new dev-
elopment on the basis of situs only intensifies the con-
flicts. Further, state law encourages redevelopment agen-
cies' use of property tax increment revenue, city annexations
of tax producing areas, and incorporation of suburban commun-
ities as new cities. These activities only accelerate the
competition.

A & from ] : In response to these
trenﬁs, the Senate Local Government Commlttee held a series
of workshops throughout the state on growth management in
1988. The workshops culminated in a December 1988 interim
hearing where Committee members found that the problems of
public finance and public services extend beyond the boun-
daries of one community.

Legislation in 1989. To diminish the negative effects
from the fiscalization of land use, the Chairmen of the
Senate and Assembly Local Government Committees introduced a
series of bills to remove obstacles in state law to local
revenue sharing: Senate Bill 968 (Bergeson) and Senate
Constitutional Amendment 19 (Bergeson) as well as Assembly
Bill 2204 (Cortese), Assembly Bill 2205 (Cortese), Assembly
Constitutional Amendment 38 (Cortese).

Interim hearing in 1989. Because of fierce opposition
to these measures from cities, the two Local Government Comm-
ittees held an interim hearing last fall. At the hearing,
witnesses from both cities and counties responded that the
real answer is to expand county revenue sources, not to re-
shuffle existing revenues. Others described the solution as
the need for a fundamental restructuring of local finance.
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City officials objected to sharing any revenues which could

backfill for underfunded state programs counties must carry

out. They also objected that counties stall or vetoc annex-

ation proposals as a way to extract city revenues during the
negotiations over property tax transfers.

No progress in 199%90. This year the only new proposal
to emerge on this specific subject died in its first comm-
ittee (SB 2165, Boatwright, 1990). The bill proposed a me-
diation process for resolving disputes on the exchange of
property tax revenues upon annexation. The author chose not
to have it heard in the Senate Local Government Committee,
primarily because cities and counties could not reach agree-
ment on the issues.

The Legislature did give counties new general revenues this
year through fees and taxes. In response to the state's own
fiscal crisis, one measure permits counties to charge cities,
special districts, and schools for property tax adminis-
tration and booking prisocners. It also permits counties to
levy business license and utility users taxes in unincorpor-
ated areas (SB 2557, Maddy, 1990). The other measure permits
more counties to levy an additional sales tax for general
purposes upon majority voter approval (AB 3670, Farr, 1990).

Unknown future. But cities strongly object to Senate
Bill 2857, which they view as an unfair shift in their rev-
enues to backfill for state budget cuts in county programs.
The League of California Cities is expected to seek the re-
peal of this measure in the next legislative session. At the
same time, the League continues to voice its support for a
long-term revenue base for cities and counties. The debate
on the fiscalization of land use has become interwoven with
the debate on local finance, making the resolution of each
problem even more complex.

Legislative history. To balance the fiscal pressures local
governments face, the Legislature has taken remedial steps to
place statewide bond issues before the voters to create pub-
lic capital for local infrastructure. Voters approved $12
billion in state bonds for local public facilities between
1980~89 for schools, jails, parks, water facilities, housing,
libraries, and transportation. Some policy experts caution
that continued reliance on general obligation bonds is not
sound fiscal policy since debt service must be paid from
state general fund revenues. Six more items worth another
$2.2 billion were voted on this November for comparable
facilities, but voters approved only $800 million in school
construction bonds. The defeat of these other measures makes
the need to find ways to pay for public facilities even more
critical.
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The Legislature has also given local governments a variety of
other financing tools to pay for public works, which will be
briefly summarized later in the paper. But these tools are
not as suitable for financing regional facilities which serve
more than one community. In response, some counties are also
looking at levying developer fees countywide. Three examples
will also be summarized later in this paper.

But statewide bond issues and local financing options cannot
£fill all the projected demands. The disengagement of the
state and federal governments from financing improvements
that primarily benefit new development has left a significant
gap. Paying for large, regional scale public works remains a
major problem. Senate Bill 2391 and Senate Constitutional
Amendment 51 seek to fill that gap.

THE FISCALIZATION OF LAND USE: POLICY CHOICES

To date, the Legislature has loocked at the problem of re-
ducing the fiscalization of land use, securing stable local
revenues, and paying for growth as separate, unrelated
issues. But there is heightened awareness that these topics
are intertwined. A major challenge facing the Legislature
is: what part of the problem to tackle next?

Some experts think that solving the underlying problems of
local finance will make land use choices more fiscally neu-
tral. Others think that any solution will be short-lived
unless it links fiscal policy with incentives for better
planning, like the new congestion management plans which make
receipt of new gas tax dollars contingent on compliance with
these plans. Still others think the Legislature should
attempt to address several related issues throughout a region
rather than focusing on only a specific topic. Policy
choices and possible solutions to the underlying problem of
the fiscalization of land use fall into four categories:

@ Revenue allocation

& Property assessment

¢ State funding

® Revenues for public works

venue allecation. Public finance has become a zero-sum
game. For every dollar one agency gains, another loses.

This political and fiscal equation makes it hard for local
agencies to reduce their battles for the revenues that result
from development. When the Legislature implemented Proposi-
tion 13, it chose the "situs method" to allocate property tax
revenues. Revenues accrue only to those communities where
development occurs. Similarly, sales tax revenues are also
allocated by the situs method. The revenue stays where the
sale occurs, not where the consumer lives or works.
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While other states, notably Minnesota, encourage tax base
sharing, fiscal cooperation is very difficult in California.
Sharing sales tax bases requires majority voter approval in
both communities; a constitutional restriction that has pre-
vented the practice since 1968. Senator Marian Bergeson and
Assemblyman Dominic Cortese tried to remove this restriction
in 1989, but cities resisted their attempts.

Sharing sales tax rates is possible, but more complicated.
Sharing sales tam revenueg is "extra-legal," state statutes
neither permit not prohibit the practice. The problems and
solutions to this "zero-sum game” became the subject of the
Senate Local Government Committee's interim hearing last
fall.

POLICY QUESTIONS: SHOULD THE LEGISLATURE CONTINUE TO
RELY ON THE SITUS METHOD OF ALLOCATING PROPERTY TAX REVENUES?

SHOULD THE LEGISLATURE TRY AGAIN TO EASE THE CONSTITU~
TIONAL AND STATUTORY RESTRICTIONS WHICH PREVENT CITIES AND
COUNTIES FROM SHARING THEIR SALES TAX REVENUES?

SHOULD THE LEGISLATURE ALLOW CITIES, COUNTIES, AND
SPECIAL DISTRICTS TO NEGOTIATE THE EXCHANGE OF REVENUES IN
ADDITION TO THE PROPERTY TAX WHEN THEY DISCUSS ANNEXATIONS
AND INCORPORATIONS?

Property assessment. All four features of Proposition 13
influence the relationship between land use choices and
fiscal decisions:

Cutting property assessments to their 1975 levels.
Restricting reassessments.

Limiting property tax rates to 1% of cash value.
Reguiring 2/3 voter approval of special taxes.

e 06

The first two items directly influence land use decisions.
Rolling back property values to their 1975 levels not only
cut preperty tax revenues, it also lowered landowners' hold-
ing costs. Undeveloped land no longer carries an assessed
value that approximates its development potential. Elimin-
ating periodic reassessments and restricting new assessments
to just ownership changes and new construction encourages lo-
cal officials to permit development to generate new revenues.
There are three major lawsuits which challenge the underlying
constitutionality of Proposition 13's assessment rules. If
these challenges succeed, the Governor and the Legislature
will have to devise a new property tax allocation scheme.
Both the S8enate Commission on Property Tax Equity and Revenue
and the Assembly Select Committee on Property Tax and Local
Government Finance are thinking about the Legislature's
policy options if these challenges are successful.
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te ing. The fiscal problems facing counties, partic-
ular}y rural counties is well known. With many expenditure
decisions beyond their control, counties continue to face
deteriorating conditions. Butte County came perilously close
to declaring bankruptcy this vear before the Legislature pro-
vided temporary relief. Other counties may not be far be-
hind.

At the Senate Local Government Committee's interim hearing in
1989, local officials told Committee members that finding a
stable revenue source for counties would do much to alleviate
the competition between counties and other local governments
for scarce revenues. But given the legacy of California's
tax revolt movement, it is unlikely that the voters and the
Legislature will easily assign a new revenue stream to coun-
ties to support their programs. Plus, the state may want any
new revenues to solve its own budget problems.

Other experts believe that a further realignment of counties’
fiscal and program responsibilities is also necessary, par-
ticularly for social welfare services. If past history is a
reliable indicator, then this alternative will also require
two to three years of concentrated legislative leadership and
executive cooperation.

In the meantime, there are three ways the Legislature can
alleviate some of the counties' fiscal woes while a longer-
term solution is worked out:

& Increase Williamson Act subventions to compensate
counties for revenues foregone from lower property taxes
landowners pay on certain agricultural lands. This year,
Senate Bill 2363 (Wielsen) proposed a $24 million increase in
these subventions, but the bill died in the Senate Appropri-
ations Committee.

® Fully fund the 1987 County Revenue Stabilization Act
which protects counties from having to spend more of their
own revenue on four state-mandated health and welfare pro-
grams.

@ Fully fund all new state mandates or streamline the
state's reimbursement process for paying local officials
these costs.

POLICY QUESTIONS: SHOULD THE LEGISLATURE PROVIDE
COUNTIES WITH A STABLE REVENUE SOURCE? IF SO, WHICH ONE?

SHOULD THE LEGISLATURE TAKE OVER THE FINANCING AND
ADMINISTRATION OF MORE COUNTY PROGRAMS?
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SHOULD THE LEGISLATURE INCREASE WILLIAMSON ACT
SUBVENTIONS?

SHOULD THE LEGISLATURE FULLY FUND THE COUNTY REVENUE
STABILIZATION ACT?

SHOULD THE LEGISLATURE CREATE RELIEF FRCM UNFUNDED
MANDATES?

Public works revenues. The Legislature has responded to the
growing need for infrastructure or public works dollars pri-
marily by proposing statewide bond issues and by expanding
the tools available to local officials. But how to pay for
public works projects that serve more than community or an
entire region remains a major problem. The next two sections
of the paper will discuss the problems with existing revenue
options and what others are available to local officials.

Until recently, the state's own role in funding local infra-
structure has been largely ignored. This year the Legisla-
ture reguired the Director of Finance to project the state's
capital outlay needs for the next 10 years and update it
annually (SB 1825, Beverly, 1990). But there still is no
coordination among state spending on public works, the
state's own economic development and environmental quality
goals, and local land use policies. Some policy experts
think the Legislature should target future spending to em-
phasize the state's own economic and environmental quality
goals and make the most effective use of limited public works
dollars.

POLICY OQUESTIONS: SHOULD THE LEGISLATURE REQUIRE THE
STATE TO COORDINATE ITS OWN PUBLIC WORKS SPENDING WITH STATE
ECONOMIC AND ENVIRONMENTAL QUALITY GOALS?

SHOULD THE LEGISLATURE TARGET STATE GRANTS AND LOANS TO

COMMUNITIES WHICH SHARE THE STATE'S ECONOMIC AND ENVIRON-
MENTAL QUALITY GOALS?Y

PAYING FOR GROWTH IN CALIFORNIA: WHAT'S NEXT?

Since the late 1970s the Legislature has been faced with
increasing demands for funding public works, but diminished
revenues. In response, it has repeatedly chosen to expand
the authority of local officials to raise their own capital
for public facilities. Key examples include:

@ Special taxes in Mello-Roos community facilities
districts for a variety of public facilities with 2/3 voter
approval (SB 2001, Mello, 1982).
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® Restoration of local general obligation bond authority
with 2/3 voter approval (ACA 55, Cortese, 1984).

@ Authorization for local bond pooling to lower debt
issuance costs (SB 17, Marks, 1985).

@ Special tax authority for school districts (AB 1440,
Hannigan, 1987), for libraries (AB 4290, Bronzan, 1988), for
hospital districts (AB 3596, Hauser, 1988), and for park
districts (AB 4158, N. Waters, 1990).

@ Authorization for school districts to impose developer
fees on residential and commercial development up to a maxi-
mum amount to pay for school facilities (AB 2926, Stirling,
19863 .

@ Procedures for levying developer fees (AB 1600, Cortese,
1987} .

@ Authorization for counties to create separate author-
ities to levy an additional 1 cent sales tax for transpor-
tation purposes upon majority approval (SB 142, Deddeh,
1987) .

® Authorization for the counties of Humboldt, Los Angeles,
Orange, Riverside, San Bernardino, San Diego, San Joaquin,
and Ventura to create separate authorities to impose a
one-half cent sales tax to finance justice facilities upon
majority voter approval (AB 2505, Stirling, 1987; SB 2745,
Garamendi, 1988; and AB 1067, Hauser, 1989).

@ Authorization for counties to create separate author-
ities to levy an additional one~half cent sales tax for gen-
‘eral purposes upon majority voter approval (AB 999, Farr,
1987 and AB 3670, Farr, 19920).

@ Authorization for cities and counties to create infra-
structure financing districts to finance public facilities of
fcommunitywide® significance with property tax increment
revenue {(SB 308, Seymour, 19%0).

Using these toocls, local officials pay for neighborhood scale
facilities (developer fees, assessments, and special taxes)
and community scale facilities (assessments, special taxes,
and bonds). But funding for regional scale public works like
sewers, schools, highways, and parks remains a major fiscal
and policy problem.

General obligation bonds are an appropriate funding source
for regional facilities serving more than one community, but
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require 2/3 voter approval which is often difficult to
obtain. The 2/3 voter approval requirement also impedes the
use of Mello~Roos bonds and special taxes in already develop-
ed areas, but they have been used in undeveloped areas.

While assessment bonds require no vote and are a popular
tool, the assessments must directly benefit the properties in
the district. But regional facilities provide more general
benefits to a specific property, making the "benefit" test
harder to pass. Failure in court to show benefit means the
assessment becomes a tax subject to voter approval.

A cloud still hangs over local use of sales tax revenues for
public facilities with majority voter approval, despite the
Court of Appeal's recent validation of San Diego County's
one-half cent sales tax for justice facilities. Many tax
experts contend that these taxes are special taxes, which
require a 2/3 vote.

Countywide developer fees, which require no vote, are an
option that several counties are pursuing (Stanislaus, San
Diego, and Yolo)}. But to meet the legal requirements of a
reasonable relationship between the fee and the facilities,
developer fees can only pay for new development's share of a
region's needs at existing service levels. Paying for exist-
ing deficiences that new growth causes must be financed
through other means.

While there is general agreement that all these financing
tools are insufficient to meet the growing demand for public
facilities, there is little consensus about what to do about
it. Only a few legislative measures have been proposed in
recent years. The most far-reaching bill focused on more
revenue to finance one type of facility: transportation (SCA
1, Garamendi, 1989). In June 1990, voters approved this con-
stitutional amendment to raise gas tax revenues and to link
the receipt of these monies with preparation of local Con-
gestion Management Plans (AB 471, Katz, 1989).

This year the Legislature extended the authorization of a
one-half cent sales tax to all counties for general purposes
in AB 3670, but it rebuffed efforts to reduce the 2/3 vote
requirement for general cobligation bonds to a majority vote
(sCca 2, Leonard, 1989 and ACA 2, O'Connell, 1989). Senator
Dan McCorgquodale also proposed new regional revenues to pay
for regional facilities in his SB 2391 and SCA 51.

PAYING FOR GEROYTH: REGIONAL REVENUES & REGIONAL AUTHORITIES

What role the Legislature should play in paying for regional
growth begs two other questions: who should pay and how much
growth should they pay for? To answer these questions in-
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volves linking regional revenues with growth management.

They are like two horses hitched to the same wagon guided by
new state policies. Neither one can move forward without the
other. The wagon of regional cooperation keeps the horses
steady and prevents them from overreaching the other. Un-
hitching them risks continuing the fiscal disparities between
communities and the poor planning decisions that often re-
sult. Hore local growth control measures to restrict devel-
opment in response to regional growth, environmental, and
traffic concerns are also likely.

~ ni nd £ To pay for regicnal facilities
the i@gigﬁﬁtaﬁ% @@uzﬁ reallocate existing revenues or con-
tinue its policy of giving local officials new revenue op-
tions. These new options fall into three broad categories:
taxes, assessments, and fees. Landowners or individuals pay
tazxes without regard to the benefit they receive usually to
pay off long-term debt. Elections are usually required.
Besides the property tax, examples include parcel taxes,
sales taxes, motor vehicle fuel taxes, and vehicle license
taxes. Ancther viable example is real estate transfer taxes
which the Court of Appeal recently upheld as a valid general
tax that does not require a 2/3 vote (Cohn v. Cityv of Oak-
land, 223 Cal.Bpp.3d 2861}.

Revenues from a special tax are restricted or dedicated to a
special use, whereas revenues from a ¢gensral tax are not re-
stricted and flow into the agency's general fund. Landowners
pay assessments in direct proportion to benefit usually to
pay off long-term debt. Elections are usually not required.
Individuals pay fees or charges also in proportion to bene-
fit, but the fees cannot exceed the cost of providing the
service or facility for which the fee is charged. Examples
include developer fees, standby charges, connection fees, and
capacity charges. Elections are not required.

Prosperity, environmental qus v, and eguity One way for
the i@gig;atggg to evaluate flﬁ&ﬁ@iﬁg api;ens is to measure
them against the goals of promoting sustained economic pros-
perity, protecting and improving environmental gquality, and
ensuring social equity.

Depending on market conditions, a region's reliance on higher
taxes, higher assessments, or increased fees could dampen the
ability of its communities to attract new businesses, retain
existing ones, and provide affordable housing for its labor

force. Communities could lose their competitive advantage or
fall further behind relative to other regions, thus hindering
econcmic prosperity. To protect their investment, local off-
icials alsoc need funds to pay for the operation and mainten-

ance of the new facilities, which many taxes and fees cannot
finance.
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The ability of new development to pay its “fair share® com-
pared with the entire community can place revenue gain above
environmental guality when deciding land uses. Going for the
easy, "guick buck® with developer fees can lead to land use
decisions which promote development on undeveloped agricu-
ltural land in outlying areas, thereby precluding efficient
mass transit and degrading air quality.

Any shifting of costs from current residents to new residents
can also distort soeial egquity. It can also lead to wind-
falls for current residents and wipeouts for new residents.
Current residents can reap a windfall because they are assur-
ed of adequate capacity in new facilities they may use with-
out paying for it, like roads. New residents often pay not
only for the new facilities, but alsoc may help pay off the
debt for existing facilities.

Past legislative hearings and common sense tell us that most
growth management problems are larger than just a single
county or city. The fiscalization of land use has made the
financing of regional scale public works more difficult.
Merely pumping new revenues into regions will achieve little
without some form of regional cooperation to plan for growth
and coordinate financial investments in public works that is
consistent with state policy. The creation of regional fis-
cal authorities consisting of more than one county could help
address these problems, while also sustaining economic pros-
perity, protecting the environment, and more equitably
spreading the costs of regional public works among the reg-
ion's existing and future taxpayers.

The success of any new regional structure depends on the
resolution of several policy choices involving the role of
state policies in guiding local land use decisions as well as
the size of the regions, how they are governed, and what role
they play in managing the region's growth. Any region must
be inclusive enough in size, representational enough in gov-
ernance, and powerful enough in duties to balance the con-
flicting growth desires of local communities in ways that
benefit the region as whole. Such a framework should be res-
ponsive to problems with impacts that are larger than a
single county or city, but it should sustain the power of
local governments to control purely local problems.

Included in this paper are two models for responding to the
problem of financing regional facilities. One model proposes
new multi-county fiscal authorities with new revenue sources,
but without any significant planning responsibilities or link
to state policies (8B 2391, McCorgquodale, 1990). The other
one builds on counties as a region and looks at countywide
developer fees.
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Regional fiscal suthorities. Senate Bill 2391, the Regional
Fiscal Authorities Act of 1990, introduces new possibilities
for regional action by creating two new regional fiscal auth-
orities to finance public works. Its provisions are contin-
gent on passage of Senate Consitutional Amendment 51. SB
2391 gives each authority the power to levy a motor vehicle
fuel tax, a regional water guality fee, a regional property
tax, and a 5% surcharge on state income taxes, all with ma-
jority voter approval. The bill alsoc gives each authority
the power to levy regional development fees and to reallocate
property and sales tax revenues. The bill is summarized in
Appendix B.

The California Constitution reguires local governments to
levy special taxes by a 2/3 vote. SCA 51 amends the Con-
stitution to give these authorities the power to levy taxes
the Legislature authorizes for public facilities by majority
vote.

A regional fiscal authority can exist in the nine-county San
Francisco Bay region (Counties of Alameda, Contra Costa,
Marin, Napa, San Francisco, San Mateo, Santa Clara, Solano,
and Sonoma) and in the seven-county Southern California reg-
ion (Counties of Imperial, Los Angeles, Orange, San Bernar-
dino, San Diego, Riverside, and Ventura). Other counties
could join these authorities if the authority's board and a
majority of the area's voters agree.

These authorities can be formed either by city councils and
boards of supervisors which represent a majority of the reg-
ion's population or by petitions signed by 5% of the region's
voters. Formation by petition reguires majority voter appro-
val. The governing body can be either appointed or directly
elected. BAn appointed board consists of one representative
appointed by each county board of supervisors and each city
selection committee in the region. A directly elected gov-
erning board has nine members who are elected from districts.

OLICY QUESTIONE: SHOULD THE LEGISLATURE GIVE LOCAL
OFFICIALS MORE FLEXIBILITY TO USE EXISTIHG SCOURCES, SUCH AS
BY REDUCING THE VOTER APPROVAL REQUIREMENT FOR GENERAL OBLI-
GATION BONDS TO MAJORITY VOTER APPROVAL?

SHOULD THE LEGISLATURE GIVE LOCAL OFFICIALS NEW FUNDING
SCURCES? I¥ 80, FOR WHAT TYPES OF FACILITIES?

SHOULD THE LEGISLATURE CREATE REGIONAL FISCAL AUTHOR-
ITIES TO PAY FOR REGIONAL FACILITIES? IF S0, SHOULD THE
LEGISLATURE SET UP THESE AUTHORITIES BEFORE IT HAS CREATED A
STATEWIDE GROWTH MANACGEMENT PROGRAM?



- B4 -

Regional development fees. At least three counties are
either levying or considering regional or countywide
developer fees to finance regional facilities: Stanislaus,
San Diego, and Yolo. Each county's motivation for levying
county-wide developer fees and the process for doing it
differ as much as the counties themselves. But each one
shares the view that new growth should pay for itself.

Stanislaus County. Several years ago the City of
Turlock decided to negotiate with the County about the devel-
opments it was approving in the City's sphere of influence,
which the City considered to be substandard. The City also
cbjected to the County's adoption of a general plan amendment
to permit commercial development in unincorporated areas. In
1987 the City and County signed a mutual support agreement
which acknowledged that reaching a consensus on how to bal-
ance land use and fiscal policies is in the best interest of
both agencies.

The County agreed to prohibit all development within the
City's sphere of influence. In exchange, the City agreed to
transfer an amount egual to 4.2% of its sales tax revenue to
the County from its general fund. For this fiscal year, the
City estimates that it will transfer $100,000 to the County
under this formula. Also, the City agreed to collect its
share of a County facilities fee. This fee is in addition to
a citywide fee Turlock imposes on new development.

Spurred on by the success of this agreement, the County ini-
tiated comparable negotiations with the remaining eight
cities. Although there are now separate agreements with each
city, the terms of each one are comparable. None of the
other cities transfer any of their revenues to the County,
unlike the agreement with the City of Turlock. But each city
does collect the County's public facilities fee which is
levied on new development. In return, the County agreed to
amend its general plan to limit development in the cities!
spheres of influence primarily to agricultural uses.

Prior to executing agreements with its cities, the County
hired consultants to forecast countywide population and
employment growth to the yvear 2010. Based on these numbers,
the County prepared a 20-year capital facilities plan. The
County then hired a consultant, Recht Hausrath and Associates
to design a countywide fee program to pay for $526 million in
facilities needed to accommodate new development. In March
1930, the County of Stanislaus adopted a countywide public
facilities fee program to "implement the goals and objectives
of the County General Plan and to mitigate impacts caused by
new development within the Countv." This marks the first
time a California county has imposed developer fees within a
city.



To justify the new fee, Stanislaus County followed the ground
rules szel by %%5%&%&? Bill 1600 {(Cortesme, 19%87). When local
agencies impose or increase feesz as 2 condition of approval
of a development project, they wmust justify the fees based on
procedures in state law. Xey to the procedures is the local
determination that there i: nable relationship or
"nexus® between the fesa's for the public facil-
ity, and the type of devel: z n which the fee is
imposed. ?@gi“wgﬁw these guide : ew develcopment can
only pay for its share of proijected needs, rather than total
need. Also, the fees can only be charged for existing levels
of service. If a higher level of service iz desired, other
funding sources must be sought to correct existing ﬁ@fic;énw
cies.

The County's public facilities fee program consists of both a
countywide fee aﬁﬁ an unincorporated area fee. The consul-
tant's study showed that roads is the most costly facility

needed to serve %ﬂ@ development at existing service levels,
followed by jails and county-wide sheriff services. Other
public facilities the fees will help fund include libraries,
parks, and public %éaz%§$ To pay for these facilities, a
flat fee is levied on both single family ($4,442 per unit)
and multi~family f%&ﬁﬁ%%w@w {$2,9 per unit}. The fee also
applies to offices and retail $2,881), as well as small
and large industrial uses based on *&2?%@ footage. Between

o

March and June of this year, the County received a total of

$632,700 from the fee progran.

O

The ﬁ%?%iﬁ@ﬁ@@i of this new fe d %%%QV§12§ followed a
harmonious course. Support fre Stanislaus County Board
of Supervisors and the largest odesto) also contrib-
uted to its success. Underlyir pport was basic ag-
reement among staff and elected that new develop-
ment should pay for itself and th in cities places
demands on underfunded county There is also an
understanding that the County with the con-
straints of r & low tax revenues,
but high cas for st re and social ser-
vice programs. otl r cessful launching
1 ,

of this program was

ning. The County agr
spheres of infl <
program surfaced fr

policy and plan-
Ve ] its cities?
&g é», lthouch ?ﬁg tion to Ehe fee

Because Stanislaus County's fee program is less than a year
old, its effectiveness is §§@§“33%&§w§ To date, there is no

& i
kn@@n litigation challenging it. But several observers gques-
tion whether a county has the aﬁiﬁgfzig to exercise its pol-
ice power within the corporate undaries of a city, unless
each city formally adopts the C@%ﬁ??§§ fee program by ordin-
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ance. In Stanislaus County, only the City of Modesto has
taken this step. Supporters also have concerns that over
time, this fee program might push business into neighboring
counties.

One of the strongest proponents of the Countv's efforts was
former County Supervisor Sal Cannella. When he was elected
to the Assembly this year, Mr. Cannella introduced a bill
giving the remaining 57 counties the ability to impose
developer fees within cities (AB 4225, Cannella, 1990). The
Senate Local Government Committee defeated this bill when it
was heard in August. One concern voiced was that the bill
mandated the cities to participate. Other opponents charged
that the bill would make it even more difficult for families
to find affordable housing, particularly for multi-family
housing.

S8an Diedgo County. In 1987 the differing fiscal in-
terests of San Diego County and its 18 cities led to a study
the San Diego Association of Governments (SANDAG) sponsored
which outlines regional revenues and responsibilities. Soon
thereafter in 1988, voters in the County approved Proposition
C, which calls for a regional planning and growth management
board and a regional growth management plan. The SANDAG
Board of Directors now serves as the regional board and has
undertaken a major effort to prepare a Regicnal Facilities
Plan with the help of the same consultant who assisted Stan-
islaus County, Recht Hausrath and Associates. SANDAG's staff
and a technical advisory committee have conservatively fore-
cast the need for $47.2 billion in capital and operating
costs by 2010. This plan is proceeding on a separate course
from the required Regional Growth Management Plan which SAN-
DAG is also charged with preparing.

A few months ago, the SANDAG Board of Directors appointed a

Regional Revenues Advisory Committee to direct the work of -
staff and the consultant. This eighteen-member Committee di-
rected staff and the consultant to evaluate a regional dev-

elopment impact fee for eight types of facilities that have

an estimated funding shortfall of $8 billion.

0f this amount, the Advisory Committee decided that $1.1
billion should be allocated to regional impact fees, leaving
the balance to be paid for by other funding sources. The
Committee concluded that using such fees to fund all the un-
funded capital costs could potentially cause severe economic
dislocation. The facilities for which unfunded needs have
been identified are: transportation, justice facilities, reg-
ional parks/open space, health, libraries, animal control,
social services, and fire protection districts. (These faci-
lities are listed in the order of magnitude from the greatest
funding shortfall to the least). An econcmic impact analysis
of these fees is also underwvay.
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Yoleo County. Yolo County anticipates that new county-
wide fees will be levied in its four cities, beginning in
January 1991i. The County has directed the consulting firm of
Williams Kuebelbeck to design the fee program. No decisions
have been made about which facilities the fees will pay for
nor how much they will be. A major factor motivating the
County to initiate this proposal is the loss of revenues from
annexations. The County has told the cities it will oppose
future annexations unless they support the countywide fee.

28 ~ DO LOCAL OFFICIALS NEED ADDITIONAL
AUTHORITY TO LEVY DEVELOPER FEES? ON A COUNTYWIDE BASIS?
ON A REGIONWIDE BASIS?

% ¥ %
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"THE FINAL SCORECARD"

GROWTH MANAGEMENT LEGISLATION IN 1990

During 1990, the Committee followed 30 bills relating to
growth management topics. Other observers may have tracked
more bills, depending on how they defined growth issues.
Governor Deukmejian has now acted on all of the bills which
the Legislature placed on his desk. Only six of the 30
growth management bills will become law.

What became of the 30 growth management bills?
10 died in committees or elsewhere.
7 failed key votes.

1 was assigned to interim study.
12 passed, but 6 were vetoed and 6 were signed.

REGIONAL PLANNING AND ORGANIZATION BILLS

Senate Bill %69 (Bergeson) restructures the Southern Califor-
nia Association of Governments to allow greater autonomy for
county-level planning agreements. Status: Died in the Assem-
bly Local Government Committee.

Senate Bill 1332 (Presley) enacts the Subregional Planning
Act, allowing local officials to create new subregional agen-
cies that will prepare plans and attract state grant funds.
Status: Died on call on the Senate Floor on August 31.

Senate Bill 1770 (McCorquodale) creates the San Joaquin Val-
ley Air Quality Management District in place of eight separ-
ate air pollution control districts. Status: Vetoed by the
Governor.

Senate Bill 1850 (Torres) creates the Southern California
Metropolitan Transportation Commission with the power to re-
view general plans of six counties and the cities in them for
consistency with the regional plan. Status: Failed in the
Senate Transportation Committee on April 17.
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Senate Bill 2113 (Doolittle) exempts three small cities from
the proposed consolidation of Sacramento City-County. Status:
Signed by the Governor, Chapter 490, Statutes of 1990.

Senate Bill 2391 and Senate Constitutional Amendment 51
(McCorguodale) authorizes two new regional fiscal authorities
which can levy new taxes and fees to pay for public works
projects. Status: Senate Local Government Committee sent to
Interim Study; hearing set for November 27 in Anahein.

Assembly Bill 1512 (Farr) appropriates $6.1 million to the
Governor's Office of Planning and Research to support match-
ing grants for county and regional study groups. Status:
Died in the Senate Appropriations Committee.

Assembly Bill 4235 (Farr) reorganizes the Office of Planning
and Research into: (1) a Governor's Office of Research and
(2) a Planning Agency responsible for a comprehensive state

planning report. Status: Failed in the Assembly Ways and
Means Committee on June 13,

Assembly Bill 4242 (W. Brown) creates seven regional develop-
ment and infrastructure agencies to supersede LAFCOs, APCDs,
regional water quality control boards, and regional transpor-
tation planning agencies. Status: Died in the Assembly Local
Government Committee.

AGRICULTURAL LAND CONSERVATION

Senate Bill 2363 (Nielsen) revises and increases in two tiers
the state subventions to counties for Williamson Act lands.
Status: Died in the Senate Appropriations Committee.

Assembly Bill 855 (Jones) creates the Agricultural Land Con-
servation Bond Act if approved at a statewide election.
Status: Died in the Senate Local Government Committee.

Assembly Bill 1979% (Areias) requires environmental impact
reports for the conversion of agricultural land, based on

either a local or statewide threshold. Status: Vetoed by the
Governor.

AFFORDABLE HOUSING

Senate Bill 727 (L. Greene) requires cities and counties to
examine jobs-housing balance issues in their general plans'
housing elements. Status: Vetoed by the Governor.

Senate Bill 2011 (L. Greene) requires the approval of af-
fordable housing under certain circumstances. Status: Signed
by the Governor, Chapter 1439, Statutes of 1990.
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Senate Bill 2274 (Bergeson) strengthens the review of local
housing elements and the regional allocation of housing.
Status: Signed by the Governcr, Chapter 1440, Statutes of
19906.

Assembly Bill 2932 (Eastin) requires the Department of Hous-
ing and Community Development to prepare an advisory guide-

book on jobs-housing balance issues. Status: Signed by the

Governor, Chapter 843, Statutes of 1990.

GENERAL PLANS

Senate Bill 1225 (Boatwright) revises the requirements for
cities and counties to refer their proposed general plan
adoptions and amendments to each other. Status: Died in
Conference Committee.

Assembly Bill 35 (Eastin) revises the contents of the circu-
lation element, converting it into a transportation element.
Status: Died in the Senate Appropriations Committee.

Assembly Bill 2203 (Cortese) requires cities and counties in
nonattainment areas to adopt air quality elements in their
general plans. Status: Died in the Senate Appropriations
Committee.

Assembly Bill 2540 (Wright) improves city and county planning
procedures for school sites, capital improvements, and CEQA
review. Status: Vetoed by the Governor.

Assembly Bill 3297 (Bates) creates a Dependent Care Planning
Grant Program within the Office of Planning and Research to

encourage cities and counties to include dependent care is-

sues within their general plans. Status: Failed on the As-

sembly Floor on June 13.

Assembly Bill 3429 (Clute) allows cities and counties to
include school sites, recreation sites, and child day care
facilities in their land use elements. Status: Failed in the
Senate Local Government Committee on July 5.

Assembly Bill 3590 (Farr) defines and sets standards for geo-

graphic and land information systems. Status: Vetoed by the
Governor.

OTHER PLANNING AND DEVELOPMENT TOPICS

S8enate Bill 1288 (Beverly) extends the deadline for finishing
airport comprehensive land use plans until January 1, 1992,
in Los Angeles County only. Status: Signed by the Governor,
Chapter 54, Statutes of 1990.
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Senate Bill 1771 (Davis) allows cities and counties to deny
general plan amendments and rezoning based on the lack of

schools. Status: Failed in the Senate Local Government Com-
mittee on May 9.

Senate Bill 2798 (Beverly) exempts Los Angeles County from
the airport land use planning law. Status: Vetoed by the
Governor.

Assembly Bill 2460 (Hannigan) prohibits cities and counties
from approving development unless they determine how key pub-
lic works will be financed. Status: Failed in the Senate Lo-
cal Government Committee on June 27.

Assembly Bill 3933 (Eaves) restricts land uses near current
and former military airports. Status: Died on the Senate In-
active File.

Assembly Bill 4225 (Cannella) allows counties to charge
countywide development fees. Status: Failed in the Senate
Local Government Committee on August 8.

Assembly Bill 4265 (Clute) allows an airport land use com-
mission to base a comprehensive land use plan on an "airport
layout plan.® Status: Signed by the Governor, Chapter 563,
Statutes of 1990.

WHE CAl GET COP ,

Some cities and counties subscribe to data services which can
provide copies of bills and bill analyses. Your city may
subscribe to YCITYLINK," a data service run by the League of
California Cities. Your county may use "CSAC-LINC" offered
through the County Supervisors Association of California.
Check with your planning director, city manager, or county
administrator for more information.

The local office of your State Senator or Assemblymember is
probably equipped with a computer terminal which can print
copies of bills and the analyses written by legislative com-
mittees. Contact their offices directly.

For copies of the veto message explaining the Governor's rea-
sons for rejecting a bill, contact the legislator's office at
the State Capitol.

Free, single copies of bills are available by writing to:
Bill Room, State Capitol (Room B-32), Sacramento CA 95814.



- 94 -

APPENDIX B






P

BENATE LOCAL GOVERMMENT COMMITTER VERSION: 04/16/90

Senator Marian Bergeson, Chairman BET: First
HEARING: 05/09/90
PIBCAL: No

Benate Bill 2391 - McCorgquodale CONSULTANT: Detwiler

Subiject: Regional Fiscal Authorities

Backaround and Existin aws

Unceasing population growth and the accompanying demand for
public facilities leaves most California communities wonder-
ing how to pay for the public works that attract and keep new
development. Developer fees and assessments pay for neigh-
borhood scale public works. Redevelopment, Mello-Roos dis-
tricts, and bond issues pay for community scale public works.
But the disengagement of the state and federal governments
from infrastructure financing has left a significant gap.
There is no easy way to pay for regional scale public works.

Proposed Layw:

Senate Bill 2391 authorizes the creation of two regional fis-
cal authorities to raise revenue to pay for new public im-
provements.

Regions. A regional fiscal authority can exist in the
nine-county San Francisco Bay region and in the seven-county
Southern California region. SB 2391 allows a county to se-
cede from an authority if the board of supervisors and a maj-
ority of the county's voters agree. Another county or a por-
tion of another county can join an authority if the author-
ity's board and a majority of the area's voters agree.

Formatjon. SB 2391 provides two ways to form a regional
fiscal authority. First, city councils and county boards of
supervisors which represent a majority of the region's popu-
lation can adopt resolutions. An election to seek majority
voter approval is possible but not required. Second, petit-
ions signed by 5% of the region's voters can trigger an elec-
tion to form an authority. The formation requires majority
voter approval.

The voters establish an authority's initial appropriations

limit. Under SB 2391, all revenues are considered appropria-
tions subject to limitation.

Governance. Members of a regional fiscal authority's
governing board serve staggered four-year terms. Members re-
ceive $75 per meeting and SB 2391 limits the members to two

wwn

0 W N
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paid meetings a month. An authority's administrative costs
cannot exceed 5/100% of its total revenues.

An authority can have either an appointed or a directly elec-
ted governing board. An appointed board consists of one re-
presentative appointed by each county board of supervisors
and each city selection committee in the region. SB 2391
does not allow alternate members. A directly elected govern-
ing beoard has nine members who are elected from districts.
Under SB 2391, an appointed board can convert to a directly

elected board either through board action or by voter initia-
tive.

iransportat; A regional fiscal authority can levy a
fuel tax in 1ncrements of 1 cent a gallon throughout its re-

gion with majority voter approval. The new revenues can only
be used for:

@ Construction, acquisition, or service costs of re-
gional transportation systems.

@ Construction, expansion, or maintenance of regionally
important roads.

@ Construction, expansion, or maintenance of local
roads that serve regional needs from outside the
local jurisdiction.

® Transportation bonds.

An authority cannot directly own or operate transportation
facilities and services and must contract with other agen-
cies. However, an authority can require local agencies to

follow certain land use practices as a condition of receiving
funds.

SB 2391 also allows an authority to levy a development fee to
offset increased traffic from development. The fee cannot
exceed the proportionate share of the "unfundable incremental
traffic capacity® caused by new development. The authority
must first prepare a plan which analyzes traffic patterns.
The plan must include additions to public transportation sys-
tems and proposed land use changes. The authority's plan
must be consistent with the plans of regional transportation
planning agencies and air quality boards. The plan must es-

timate the costs of mitigating traffic increases and identify
other revenue sources.

Water Quality. A regional fiscal authority can levy a
water quality fee as a surcharge on local water and sewer
fees, with majority voter approval. The authority can also
levy a fee on new development. The revenues can only be used
to acquire or finance water quality projects or facilities.
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The authority must first prepare a plan which analyzes the
impacts of new and existing development on water quality.

The plan may identify water quality projects or facilities
that cannot be efficiently financed because their effects ex-
tend beyond the boundaries of existing agencies. The plan
must include cost estimates.

Bchools, Open Space, Housing Near Jebs. A regional fis-
cal authority can levy a property tax with majority voter ap-
proval. An authority may levy a 5% surcharge on state income
taxes with majority voter approval. An authority may allow
taxpayers to count half of these taxes as a credit against
their state income taxes.

The new revenues can only be used for:

® Construction, acguisition, or reconstruction of
schools, community colleges, state universities, and
University of California facilities.

@ Acguisition of parks, open space, and regional re-
creation facilities.

® Financing local streets, sewers, storm drains,
schools, water supply, or other local public works if
the authority determines that the financing will en-
courage moderate cost housing near moderate income

jobs or high density housing near rail transit
stations.

Property and S8ales Tax Allocations. A regional fiscal
authority may reallocate up to half of the incremental prop-
erty tax revenues. An authority may reallocate up to half of
the incremental sales tax revenues which are "directly attri-
butable to new development.®

The authority must first prepare a plan which studies how the
existing revenue allocation system affects land development
decisions. If the authority determines that tax allocations
encourages an imbalance between jobs and compatible housing
and if the authority determines that a reallocation would im-
prove this balance, the authority may reallocate property and
sales tax revenues. The State Board of Equalization must de-

velop rules governing the reallocation of property and sales
tax revenues.

Constitutional Amendment. SB 2391 does not become ef-
fective unless the Legislature and the voters pass an unnamed
Senate Constitutional Amendment.
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a g e agiona ions. Legislative hearings
and common sanse tell us that most growth management problens
are larger than just a single city or county. The fiscaliza-
tion of land use decisions has complicated the financing of
regional scale public works. With the state and federal gov-
ernments unwilling or unable to pay for large projects and
with individual communities trying to solve their own prob-
lems, no one is in charge of regional infrastructure. Re-
gional problems require regional solutions. By creating re-

gional fiscal authorities, SB 2391 introduces the possibility
for regional action.

poing y r _she Legislative interest in growth
managemenﬁ issues remalns strong When the Assembly Local
Government Committee reviewed Speaker Brown's AB 4242 in Ap-
ril, local officials complained that consolidating regional
regulatory agencies was insufficient. They said that the
Legislature should not create regional governments unless it
also solves the problem of financing regional public works.
The Committee may wish to consider whether SB 2391 provides
what local officials found missing in the Speaker's bill.

3. Which regions? SB 2391 focuses on just two parts of
California: the Bay Area and Southern California. San Diego
officials usually consider themselves separate from the six
other Scuthern California counties. The Committee may wish
to consider amending SB 2391 to allow a third regional fiscal
authority in San Diego County. Further, the eight-county San
Joagquin Valley is on the verge of massive urban development.
Concerted attention to growth management issues will be
needed if the Valley is to avoid the problems faced by other
regions. The Committee may wish to consider allowing another
regional fiscal authority in the San Joaquin Valley.

4. Constitutional changes. While SB 2391 does not name it,
SCA 51 (McCorgquodale) contains four constitutional changes
that are needed before the bill can be effective. SCA 51
grants initiative powers to regional authorities. SCA 51
permits the Legislature to create regional authorities. SCA
51 allows regional authorities to levy taxes for capital im-
provements by majority vote. SCA 51 places regional authori-
ties' capital expenditures outside the Gann appropriation
limit. There are no plans for Committee review of SCA 51.

The Committee may wish to consider whether it should act on
SB 23%1 without also reviewing SCA 51.

5. mprovements needed. SB 2391 requires several amendments
to 1mglament the author's intent:

> LI The bill requires an
interim convening authorlty to hold a hearing but does not
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give this panel any other authority (page 5, lines 6-14).
The Committee should either give the group a duty or drop
this provision.

® ncompatible offices. If an authority has an appoin-
ted governing board, the members might be county supervisors
or city councilmembers (page 5, lines 15-22). The common law
doctrine of incompatible offices may prevent these local
elected officials from serving. The Committee may want to
expressly permit local officials to serve on the governing
board.

i 3 If an authcrlty has an elected
board, eifh@r tha Governor or the remaining board members can
appoint somecne to fill a vacancy (page 6, line 38 to page 7,
line 1). The Committee should set a deadline for the Govern-
or to act so that%the board does not usurp his or her power.

® No bonds. An authority can spend its transportation
revenues to repay bonds (page 10, lines 15-18). However, SB
2391 does not allow an authority to issue any bonds. The
Committee should insert this missing provision.

@ Which plans? An authority must prepare its own plan
before it can spend transportation revenues. The plans must
be consistent with regional transportation and air quality
plans (page 11, lines 7-10). The Committee should also re-
quire these plans to be consistent with the congestion man-
agement plans contained in AB 471 (Katz, 1989).

@ Other plans. Before an authority can spend money on
projects, it must prepare four plans or studies. Each of
these requirements uses slightly different language. The
Committee should enact a uniform procedure.

e Direct ogne;snlg An authority cannot directly own
the transportation facilities that it finances (page 10,

lines 19-23). SB 2391 does not prohibit an authority from
directly owning water quality facilities, schools, parks,
open space, or housing near jobs. The Committee should apply
the same prohibition to these other facilities.

e Tax credits. An authority may allow taxpayers to
credit half of their regional income taxes against their
state income taxes (page 12, lines 36-40). The Committee
should decide whether a credit is appropriate, not leave
state tax policy in the hands of regional officials.

® Local parks. An authority can finance regional re-
creational facilities but also pay for local parks and open
space (page 13, lines 9-12). The Committee should restrict
the authority to paying for regional needs and not local pro-
jects unless they are required because of regional growth.
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® Gann limit. Public agencies' debt payments are out-
side their appropriations limits required by Article XIIIB of
the california Constitution. SB 2391 requires all of an
authority's expenditures to be counted within its Gann limit

(page 14, lines 17-19). The Committee should make the bill
conform to the Constitution.

dminis ] = An authority's administrative
costs cannot excead 5/100 of 1% (page 14, lines 34-36).

That's $500 for every $1,000,000. The Committee should set
this limit at 5%.

@ Secession. A county can secede from an authority
with the permission of the county supervisors (page 3, lines
3-7). The authority's governing board has no control. The
Committee should require the authority's board, not the coun-
ty board of supervisors, to approve a secession.

® Annexation. A portion of a county can annex to an

authority without the permission of the local officials (page

15, lines 8-12). The Committee should require local offi-
cials to agree to an annexation.

Support and Opposition: (05/03/90)
Support: Unknown.

0O gition: Unknown.
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