County of Santa Cruz

COUNTY ADMINISTRATIVE OFFICE

701 OCEAN STREET, SUITE 520, SANTA CRUZ, CA 950680-4073
(831) 454-2100 FAX: (831) 454-3420 TDD: (831) 454-2123

SUSAN A. MAURIELLO, J.D., COUNTY ADMINISTRATIVE OFFICER

May 24, 2004

AGENDA: June 3, 2004

REGIONAL TRANSPORTATION COMMISSIONERS
Santa Cruz County Regional Transportation Commission
1523 Pacific Avenue

Santa Cruz, California 95060

SUPPLEMENTAL REPORT - SALES TAX GROWTH RATE AND
THE HIGHWAY 1 CONSTRUCTION SCHEDULE

Dear Members of the Commission:

On May 20, 2004 the Commission reviewed an Expenditure/Financial Plan based on 1% real
growth in sales tax revenue. The Expenditure Plan included a distribution of the revenue between
Highway 1 and Other Transportation needs of 64% and 33% with 3% reserved for a contingency.
The Plan provided for completion of Phase Il of the Highway 1 Project by the end of the proposed
tax measure.

At that time the Commission requested that this office report at your June 3, 2004 meeting on how
increasing the growth assumption from 1% to 1.5% would affect the completion of Phase I of the
Highway 1 Project.

The material which follows:

u provides background on the historic growth in taxable sales in Santa Cruz
County; and
] presents a set of economic assumptions which provide for constructing

Phases | and |l of the over a ten year period commencing with the
acquisition of right of way in 2008 and ending in 2017 with the completion

of Phase H.
H=5
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Background

The table below provides a historical perspective on the real growth in taxable sales in Santa Cruz
County where real growth is defined as the difference between the growth in taxable sales and
inflation. Inflation is measured by the change in the San Francisco Bay Area Consumer Price Index.

Real Growth in Santa Cruz County
The Difference Between Growth in Taxable Sales and Inflation

Growth Rates

Period Taxable Sales for SF Bay Area CP! Difference
Santa Cruz County (All Urban Consumers)
] 1980 - 2001 5.59% 3.98% 1.61%
] Last Ten Years 5.05% 2.91% 2.14%
In summary,

v for the twenty two year period beginning in 1980 and ending in 2001 the
difference in the growth in taxable sales in Santa Cruz County and the
growth in the Bay Area CPIl was 1.61% per year; and

v over the last ten years the difference was 2.14%.

Construction of Highway 1

The material which follows outlines the three changes required to produce annual cash flow
sufficient to finance the construction of Phases | and Il of the Highway 1 Project as a continuous
project. It should be noted that increasing the sales tax growth is necessary but not sufficient to
finance construction of the project without a break.

The three changes are:

1. increasing the growth rate for Sales Tax Revenue from 1% to 1.5%;

2. continuing the annual commitment of State and Federal assistance through
‘ 2026-27, and

3. substituting a Surety for the 10% Reserve Fund in the bond issues.

4l
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A 1.5% growth rate is consistent with the historical growth of taxable sales in Santa Cruz County.
The preceding changes provide funds which are consistent with financing Phases | and Il as a
continuous project. The project would commence in 2008 following the completion of the PA/JED
work with the acquisition of right of way and end in 2017 with the completion of Phase II.
Attachment 1 includes the Highway 1 Revenues.

Accelerated Schedule for Highway 1

The Commission also requested information on the financing of the accelerated scheduie. It should
be noted that an accelerated schedule has not been produced for Phase Il. The accelerated
schedule for Phase | could be accommodated within the context of the preceding.

1.5% Growth and the Other Transportation Projects

if real growth is 1.5%, this would affect the amount available for other transportation projects
included in the Expenditure Plan. Attachment 2 shows the increased amounts which would be
available to other transportation projects.

Recommendation

It is RECOMMENDED that the Commission accept this supplemental report for use in your
deliberations on the proposed half cent sales tax measure for transportation purposes.

Very truly yours,

Pat Busch
Assistant County Administrative Officer

Attachments

cc: Pat Dellin
Rachel Moriconi
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