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Property Tax Inequity

At our first meetin g. we were asked as Committee members what our concerns were,
One that I expressed was the inequity in property tax payments between recent
homebuyers, especially younger couples or younger families and longer term
homeowners. | think we all understand that phenomenon. And that situation means that
a young family has less discretionary funds than those of us who bought into Costa Mesa
decades ago. As a college teacher who worked primarily with young adults, I have felt a
moral responsibility to address this inequity.

Further, this inequity contributes to an economic gap between our older generation and
the younger one, a circumstance that has political and governance implications. Qur
national and state governments have not responded. With this charter we on the local
level have the opportunity 1o address this inequity.

Since that opening day, | have struggled as to how the Charter Committee might dea]
with that issue. A charter would give Costa Mesa greater flexibility in dealing with its
municipal affairs, an important one of which is city finances.

I'am working on a possible approach that could resolve the matter,

[t is partially based upon Costa Mesa's economy. Costa Mesa ranks as the 10% largest
retail power among California cities. We have three economic engines that drive that
status-—South Coast Plaza, the Harbor Boulevard of Cars and real estate that is located
close to the ocean. 1 believed that helping to reduce property tax payments for newer
homeowners would also fuel those economic engines,

What I plan to propose at our next meeting has been done in Costa Mesa already and
therefore is neither revotutionary nor radical. Al it will take is the courage and will of
the City Council to implement. And placing such a proposal in the charter would give
that Council the constitutional authority to do so. [ think, further, that my proposal would
strongly be in the public interest.

But by postponing discussions on pensions, the committee moved the issue of property
tax inequity to the agenda more quickly. As a result, one person who has been helping
me has been out of town and the other, a graphic artist, could not meet the Monday
deadline to inform Brenda so she can include it in the package for the November 13,
meeting. Hence, all I can provide now is this background.

Hence, 1 ask for a place on the November 13 agenda to further explain my thinking.
I would appreciate consideration of the proposal [ will complete by that time.




PROPERTY TAX INEQUITY

What I propose for the Charter Committee’s consideration addresses my concern about
the inequity of property tax payments between those who have bought property recently
and those who have owned property a long time, an issue of public interest.

Once again, [ remind the Committee that what I propose has already been done in Costa
Mesa with outstanding financial results. I know that this proposal has its sticking points.
But after struggling with this issue, this proposal is plausible though it may not be
acceptable. And, if tax rates are impacted, the State of California would have to be
consulted, a big unknown. In the meantime, I’ve met my own responsibility.

I'propose that over the next 20 years, the City of Costa Mesa phase out the collection of |
property taxes. And, including that goal in the Charter will give the City Council
constitutional authority if it chooses to accept this direction,

Now before the shouting erupts, let me remind the Committee of a few items.

One, the Mesa Water District, one of the most financially sound organizations with a
AAA rating, accomplished that goal between 1960 and 1980, i.e., phased out the property
tax. (The Water District started in 1960 with a tax rate of 2054 cents per $100 of assessed
value. The City’s rate today is 15 cents for every property tax dollar collected by the
County(Page 28, 2013-14 City Budget). Also, see two Water District documents,

Secondly, the City of Costa Mesa has a bundle of other income sources. Foremost is the
sales tax. If one reads the latest Comprehensive Annual Financial Report, there are four
other tax sources, plus rentals, permits and fees (pps. 7°and 22). Consider the economic
implications of this proposal. Property owners in the City would have more discretionary
income, the latest property buyer the most. Consumption of retail goods would
skyrocket. (Look at my graphic) The City’s income from property tax is estimated to be
$22, 200.000. Based on a 20-year phase out, the City would lose 5% of that figure the
first year--$1,100,000. Think of how competitive the Harbor Boulevard of Cars would be
with a 5% reduction in their property taxes. Reliance on sales taxes alone would make
the City vulnerable with a recession as we have had recently. Off setting to a degree, the
City, also, took a hit when property values sank with a reduction of property taxes then.

Finally, the City Council would have to re-order priorities. For example, a reduction of
$1,100,000 in Capital Improvements could be absorbed without damage to the budget.

I'do not doubt that this proposal is doable. The critical question is whether we prefer the
status quo or addressing the inequity we all understand to exist in our City.

Now et the discussion begin.




HISTORY AND OPERATIONS (continued)

The Costa Mesa County Water District has increased
water rates twice in the last ten vears, in Februdry, 1962
and in May, 1968, During this period of time the District’s
cost of water has risen dramatically and will continue to
increase at an estimated ten percent rate In the future, The
District was able to absorh the increased cost between 1952
and 1968 because of the rapid growth of the service area
and the resultant increase in water usage. It appears that a
more moderate growth rete will prevail in the next decade
necessitating more frequent rate adjustments.

COST OF WATER

From To Acre Foot, Actual
and Projected
7/60 12/60 % 23
1/61 12/61 25
1/62 12/62 27
1/63 12/83 29
1/64 6/04 29
7/64 6/65 30
7/65 6/66 33
7/66 6/67 36
7/67 6/68 39
7/68 8/69 42
7/69 6/70 45
7/70 6/71 49
7171 6/72 53
1/72 6/73 GO
7/73 6/74 G5
/74 B/75 70

The District assumed the General Cbligation Bonds of
the Newport Mesa County Water District and the Fairview
County Water District and has followed the policy of
maintaining as low a tax rate as possible, producing revenue
at this time which is slightly in excess of the debt service
required for the General Obligation Bonds. The District’s
tax rate from inception follows:

Year Tax Rate
1860—61 21 cants
196162 .16 cents
196263 .14 cents
1963 -64 13 cents
186465 .06 cents
156566 .36 cents
196667 .06 cents
1967—-68 04 cents
1968--69 04 cants
196970 04 cents

187071 .04 cents

HISTORY AND OPERATIONS (Continued)

1969-- 1870

1. The District completed its looping system of the
Orange County Airport and completed annexation of 228
acres bounded by the afrport, Redhill, the San Diego
Freeway and the Coarena del Mar Freeway. This area,
owned by the lrvine Company, is being subdivided for
diversified industrial use,

Z. The District established a trust with the Bank of
America and deposited $100,000 to provide a scurce of
payment for the 1949 and 1951 General Chbligation Bonds
of Fairview County Water District.

3. Under the provisions of the Qrange County Water
District Act, the Costa Mesa County Water District was
eligible for a refund of approximately $20,000 of its water
cost for the yaar 1869-1970. This Act is aimed at equalizing
the cost of water and generally will result in assessments
for users which pumg a high percentage of their water and
in refunds for persons such as the Costa Mesa County Water
District which import a high percentage of their water.

4, The District intends to develop additional well
capacity to tap the underground supply of less expensive
water and 1o further augment its source of supply. During
the current year a new well was successfully drilled which
yields 2,000 gallons per minute.

5. The District entered an escrow with Surgical
Mechanical Research, Inc., for the sale of 1.77 acres for
abproximately $70,000., The sale was consummated in
August, 1970,

6. An agreement was reached with the City of Santa
Ana to establish interconnections between the two systems
to provide the flexibility of mutual assistance in an emer-
gency. The Costa Mesa County Water District now has
interconnections with all of the adjacent water systems.

7. A preliminary telemetering study was completed
by James M. Montgomery, Consuiting Engineers, Inc.,
and the Board of Directors authorized completion of
the work to determine the contrel, instrumentation and
supervisory functions to be emnloyed.

8. The Santa Anz Heights Water Company entered
negotiations with the Costa Mesa County Water District
to establish an intertie with the District’s sysiem to provide
future water supply and storage




NOLLOITIOO UL ALHI40Yd 40 100 ISWHd HYIA 07




CITY OF COSTA MESA, CALIFORNIA

GENERAL FUND RESOURCES & APPROPRIATIONS
FISCAL YEAR 2013-2014

GENERAL FUND RESOURCES - TOTAL $103,250,486

(Including Transfers In)

Property Tax
Fines & Forfeitures Feesgﬁt}arges i
1.38% [ 34a%

Licenses & Permits

1.24% _\\

Transient \ : Lo
Occupancy Tax— g
6.97% -

Use of Money & Property -
2.87%

Other Taxes/ Franchise | |

Fees _ Other Governmental Szlﬁe;;ax _J
14.07% Agencies/Other Revenue 92%
1.59%

GENERAL FUND APPROPRIATIONS - TOTAL $103,191,271

Salaries

42.79% \

Other Operating Costs
10.57%

. Retirement

Debt Service '
J 17.45%

3.63% / ‘ L il
f J.-' \ ) \Cafeteria Plan
General Liability / ‘ 3.79%

Q aprer
1.26% f / Utilities Workers'
Internal Rent | / | 2.97% —Compensation
3.25% Furniture & Equipment 2.03%
/ 1.93% __ Other Benefits

. . 6.04%
Professional Services

4.29%
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CITY OF COSTA MESA, CALIFORNIA

GENERAL FUND APPROPRIATIONS
FISCAL YEAR 2013-2014

GENERAL FUND APPROPRIATIONS by DEPARTMENT
Total $103,191,271

Police
3?.11%TL
\

\

Finance & IT \
491%
) Development Services i
City Attorney's Office / \ / 3.67%
0.78% / : /

Non-Departmental |
8.16% Public Services

|
|
|
|
‘ 17.75%

Chief Executive |
Officer's Office —/ |
6.50% City Council
0.31%

GENERAL FUND APPROPRIATIONS by CATEGORY
Total $103,191,271

Maintenance &
Operations
27.84%

\
p

Salaries & Benefits
72.10%

I
Fixed Assets
0.06%
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