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Recommendation that Council:

Hear a presentation from staff regarding an update
on Vision 2030 and Fiscal Sustainability Initiative
and the need to pursue additional revenue sources
to maintain essential City services, and direct Staff to
place an appropriate resolution and ordinance for
the proposed transaction and use tax increase for
formal action on the June 11, 2024, meeting agenda.
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Agenda

1. General Fund Budget Outlook
2. Vision 2030 & Fiscal Sustainability
3. Public Opinion Polling

4. Recent Public Outreach

5. Proposed Ballot Measure

6. Questions, Public Comment, & Discussion
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General Fund Budget Outlook
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General Fund Multi-Year Forecast

General Fund Revenue & Expenditure Forecast Notab|e |mpacts
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General Fund Overview

$ MILLIONS FY 2021 FY 2022 FY 2023 FY 2024 FY 2025
ACTUAL ACTUAL ACTUAL BUDGET BUDGET

Revenues $171.6 $196.0 $194.8 $203.7 $216.2
Expenditures 164.9 180.1 193.4 203.6 220.3
Surplus / (Deficit) $6.7 $15.9 $1.4 $0.1 ($4.1)
556(;)6;,V§;;°Tgrgeeg 2.8 3.2 3.1 2.7 2.9
Surplus / (Deficit) $3.8 $12.7 ($1.7) ($2.7) ($7.1)
Target Budget Reductions 6.8 4.1 1.0 2.7 4.1
Net Surplus / (Deficit) ($3.0) $8.6 ($2.7) ($5.4) ($11.2)
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Tough Budget Decisions

General Fund deficit may grow as much as 5-7% ($11.0M — $15.0M) within
next 3 years

Potential, continued expenditure reductions

Operational impacts may include longer City response times, less ability to
fund the Local Housing Trust Fund, potential reduced hours of operation

May need to consider additional revenue options
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Potential Revenue Measure

The City is considering a ¥2-cent sales tax increase ballot measure.
Funding from this measure could be used for services including:

- Maintaining 9-1-1 emergency medical, police/crime prevention & fire
response services

- Funding the recently created Local Housing Trust Fund

- Addressing homelessness

- Keeping public areas safe & clean

- Maintaining libraries, parks & recreation programs

- And any other services & infrastructure maintained by the General Fund
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Proposed Ballot Measure

CITY OF SANTA BARBARA ESSENTIAL LOCAL SERVICES MEASURE

Shall the measure maintaining 9-1-1 emergency/fire/paramedic/police
response, keeping neighborhood fire stations open; improving housing
affordability; addressing homelessness; keeping public areas/parks YES
safe, clean; maintaining library services, stormwater protection;
improving  natural disaster preparedness; retaining local
businesses/jobs, and for general government use; by establishing a ¥2¢
sales tax providing approximately $15,600,000 annually until ended by
voters; requiring audits, public spending disclosure, all funds used NO
locally, be adopted?
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Vision 2030 & Fiscal Sustainability
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VISION

Revenue Working Group Process 20302

A Plan for Smarter Government

Develop Evaluate
evaluative Brainstorm revenue
criteria for revenue options

revenue options using

options criteria

Draw the Draft cost
line — recovery &
highest revenue
priority policy

Finance City
Committee Council
Review Review
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VISION

Evaluative Criteria 20302

A Plan for Smarter Government

Amount of annual revenue

Legal requirements to implement

Restricted versus unrestricted (by Fund, department)

Longevity of revenue

Revenue volatility

City Council approval

Voter approval

Staff resources (time & money) to implement

Staff resources (time & money) to administer after implementation
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Taxes Ranking
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$14,000,000
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Sales Tax
$15.6M annually

Small tax increase
on many
transactions

Y-cent tax would
reach the cap in
Santa Barbara
County

Distributed by State

14
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Legal requirements to implement

Restricted versus unrestricted (by Fund, department)

Longevity of revenue

Revenue volatility

City Council approval

Voter approval

Staff resources (time & money) to implement

Staff resources (time & money) to administer after implementation
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e o OO
Occupancy Tax

Legal requirements to implement
$4.0M — $5.0M
annually

Restricted versus unrestricted (by Fund, department)

Longevity of revenue

Only paid by hotel
& Short-Term

Rental occupants City Council approval
Voter approval

Revenue volatility

Seasonal & volatile

Staff resources (time & money) to implement

Staff resources (time & money) to administer after implementation

15 SantaBarbaraCA.gov



City o
SANTA?BKR BARA

Real Property
Transfer Tax

- $1.0M — $5.0M
annually

- Only collected with
property changes
ownership

- High volatility
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Legal requirements to implement

Restricted versus unrestricted (by Fund, department)

Longevity of revenue

Revenue volatility

City Council approval

Voter approval

Staff resources (time & money) to implement

Staff resources (time & money) to administer after implementation
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Vacancy Tax

Uncertain annual
revenue projection

Commercial &/or
residential?

Designed to
change behavior;
not a revenue
generator
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Legal requirements to implement

Restricted versus unrestricted (by Fund, department)

Longevity of revenue

Revenue volatility
City Council approval

Voter approval

Staff resources (time & money) to implement

Staff resources (time & money) to administer after implementation
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VISION

Revenue Optimization 2030%”

A Plan for Smarter Govern

Sales Tax, Business License
Tax, Utility Users Tax, &
Franchise Audits

Transient Occupancy Tax
Hotel & Cannabis Audits

Revenue
Optimization

Short-Term Rental
Enforcement Program

Future Revenue Measures
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FAIRBANK, MASLIN,
F M 3 MAULLIN, METZ

RESEARCH & ASSOCIATES

Attitudes on a Local Santa Barbara
Funding Measure

Highlights of a Survey of Likely Voters
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Survey Methodology

Dates April 30 - May 5, 2024
Research Population Likely November 2024 Voters in the City of Santa Barbara
Total Interviews 542
Margin of Sampling Error + 4.4% at the 95% Confidence Level
B} Telephone gel]y, Emalil Text
Contact Methods @ Calls A Invitations Ej Invitations
: M8 Telephone Online
Data Collection Modes Q Interviews Interviews
Languages English & Spanish

(Note: Not All Results Will Sum to 100% Due to Rounding)
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Hypothetical Ballot Measure Tested in Survey

CITY OF SANTA BARBARA ESSENTIAL LOCAL SERVICES
MEASURE.

Shall the measure maintaining 9-1-1 emergency/fire/paramedic/police
response, keeping neighborhood fire stations open; improving housing
affordability; addressing homelessness; keeping public areas/parks safe,
clean; protecting local drinking water, stormwater protection; improving
natural disaster preparedness; retaining local businesses/jobs, and for
general government use; by establishing a %2¢ sales tax providing
approximately $15,600,000 annually until ended by voters; requiring audits,
public spending disclosure, all funds used locally, be adopted?
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Nearly six-in-ten voters continue to support the sales tax
measure, although support was higher a year ago.

May 2023

Definitely yes I 4%
Probably yes [EIEGGN 24%

Undecided, lean yes | 7%

Undecided, lean no | 2%
Probably no B 8%

Definitely no | 19%

Undecided 6%

Total
Yes
66%

Total

29%

May 2024
B 31% | Total
B 21% Yes

8% 59%
3% Total
M 10% No
B 22% 35%
6%

Q. If the election were held today, would you vote yes in favor of this measure or no to oppose it?
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Majorities of voters in all Council Districts support the measure.

Initial Vote by City Council District
mTotal Yes mTotal No mUndecided

= N S
(') ©
(%)
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Lor? ™ OV)L ©7) ) (oo\o
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oF o \© \© NS =)
R 3 3 3 & -

w o DiStrict 1 District 2 District 3 District 4 District 5 District 6

Sample) (12%) (19%) (12%) (22%) (19%) (16%)

¥ X

Q. If the election were held today, would you vote yes in favor of this measure or no to oppose it?
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There is almost no difference in opinions on the measure
by household income, with those earning less than $50,000
slightly more supportive than others.

ETotal Yes mTotal No mUndecided

Initial Vote by Household Income

66% 63% 63% 62%
9 33% 34%
24% e
)
10% 5% 5% 4%
(% of <$50,000 $50,000-$100,000 $100,000-$200,000 $200,000+
Sample) (13%) (20%) (26%) (23%)

Q. If the election were held today, would you vote yes in favor of this measure or no to oppose it?
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There is strong support for the measure from white voters
than Latinos.

Initial Vote by Race/Fthnicity

W Total Yes ™ Total No Undecided

63%
. 54% 58%

40%
219 ’ 35%
6% 6% 6%

White Latino All Voters of Color

(60%) (22%) (32%)

Q. If the election were held today, would you vote yes in favor of this measure or no to oppose it?
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Majorities of homeowners & renters support the measure,
with stronger support from renters.

Initial Vote by Residence

W Total Yes ™ Total No Undecided

66%

54%

5% 5%

Homeowners Renters

(44%) (51%)

Q. If the election were held today, would you vote yes in favor of this measure or no to oppose it?
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The strongest themes about the measure relate to streets, aging infrastructure
& the contribution of visitors through the sales tax mechanism.

(Ranked by Total More Inclined to Vote Yes)
B Much More Incl. B Smwt. More Incl.

*(STREETS) Even before recent rainstorms which have damaged
roads, independent road engineers have recently found that 28% of
our local city streets are in poor or very poor condition. It will cost less IS4 43% 69%
to make these essential road safety repairs now, rather than letting
the problem get worse.

*(INFRASTRUCTURE) The City of Santa Barbara is 174 years old and
has aging infrastructure which needs to be repaired and upgraded.
This measure invests in our community by helping improve the
condition of our streets and sidewalks, earthquake retrofit local 379 VO 66%
bridges, as well as repair and upgrade deteriorating storm drains to 0 o °
reduce pollution flowing into the ocean and onto beaches. It will cost
less to address these infrastructure needs now, rather than letting the
problem get worse and costing all of us more in the long run.

(SALES TAX) Nearly half of sales tax dollars collected in Santa Barbara
come from tourists and visitors from surrounding areas.

So, this measure will help make sure they are paying their fair share JEEE¥IY3 32% KELA
to maintain our community and not leave it to be paid exclusively by
city residents. And. this measure will not be applied to prescription
medication or food purchased as groceries.

SantaBarbaraCA.gov
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The strongest themes about the measure relate to streets, aging infrastructure
& the contribution of visitors through the sales tax mechanism.

(ACCOUNTABILITY) This measure includes strict accountability
requirements including public disclosure of all spending,

and independent annual financial audits which will be available
online. And by law, all money from the measure will stay local to
benefit residents of the City of Santa Barbara.

(HOMELESSNESS) There are over 900 homeless individuals living on
he streets in Santa Barbara on any given night, including veterans and
families with young children. This measure will help the City address
homelessness including connecting people with mental health,
substance abuse treatment services, housing and job training, to help
them transition away from or stay off the street, as well as to ensure
our business districts, parks and other public areas are safe

for everyone.

*(YOUTH) This measure will maintain City-funded after-school and
ummer recreational programs, youth job training programs, as well as
gang prevention programs for at-risk youth. These programs provide
more than 10,000 kids in our community with safe and supervised
activities that keep these children and youth off the streets,

away from gangs and out of trouble.

32% 30% K220

35% LY/ 59%

29% {0238 59%
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The strongest themes about the measure relate to streets, aging infrastructure
& the contribution of visitors through the sales tax mechanism.

(AFFORDABLE HOUSING) The lack of affordable housing is one of the
biggest challenges facing the residents of Santa Barbara. This measure
ud will allow thehCity to clio rpo;fe tg rglakﬁ housing affordable,
including increasing the su of affordable housing for veterans,
essentialgworkers, a%d otheFr)svaho are struggling to afford to live in 36% LAV 57%
our city, supporting the recently created Local Housing Trust Fund,
protecting renters from unfair evictions, and ensuring that
local housing is available for long-term renters.
(RESPONSE TIMES — MEDICAL) Seconds count in an emergency.
Over 65% of the calls to the City of Santa Barbara Fire Department are
responses to medical emergencies, accidents or rescues.

This measure will ensure that we have the firefighters, neighborhood 30% 27% EXg
fire stations, equipment, and communications technology needed to

save lives in any type of natural disaster or health emergency.

*(LIBRARIES) Our local libraries are an important part of our

community and provide a range of services such as youth reading and

homework programs and adult education and literacy programs,

in addition to providing books to check out. But without this measure, BRI/ Ay 51%
the City cannot make needed repairs and other infrastructure needs

for our libraries, or buy books and may have to cut library hours
and services.
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Recent Public Outreach
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Community Outreach Recap

- City hosted a series of 22 Outreach & Budget
presentations between October 2023 & May 2024

- Meetings provided an overview of the City’s services,
budget outlook, & the potential option of revenue
enhancement

- Community members shared & provided input about
various priorities & expectations for upcoming years

SantaBarbaraCA.gov
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Community Outreach Recap

Downtown Santa Barbara (BID), 10/10/23

The Riviera Association — Santa Barbara, 10/22/23
SB Library Foundation, 10/26/23 (Zoom)

Santa Barbara Housing Authority, 11/1/23

Our Mesa Neighborhood Inc. “OMNI”, 11/9/23
Library Board, 11/9/23

Parks & Rec. Commission, 11/15/23

Community Environmental Council, 11/16/23 (Zoom)
- Visit Santa Barbara, 11/28/23

« SB South Coast Chamber of Commerce, 11/25/23
- SB Foundation, 12/4/23

Realtors Association, 12/6/23

SB League of Women Voters, 12/6/23 (Zoom)

Concerned California, 12/13/23

Santa Barbara Elks Lodge, 2/29/24

Independent Living Resource Center, 4/3/24

Community Townhall at Valle Verde, 4/29/24

Community Townhall at Peabody Charter, 5/2/24
Community Townhall at Franklin Community Center, 5/4/24
Community Townhall at Monroe Elementary School, 5/6/24
Community Townhall at Harding School, 5/8/24
Community Townhall at Carrillo Recreation Center, 5/10/24

SantaBarbaraCA.gov



The City of Santa Barbara Invites You to

Join Us at a Community Town Hall!

Visit SantaBarbaraCA.gov/ EssentialSB for more information.

Dear Neighbor,

The Ciy of Sania Borbara and s siecred leaders are
commined 1o supporting essantiol lacal services in our
community. Trs includas public safety, sur srests, roads and
othar infrasirustus, fford abla hausing, parks, librariss, and
many cher sarvies. Cue Clry s naw ngaged i s annucl
budget process and I'm wring e I you i one o aur
upeaming Comavuniny Town Hals for more Infarmaton n the
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The City's laaelrship is currrly exploring ways fo mat thase
i s cholmg s, e ookl o e s
caurcas. Please vt
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Santa Barbara City Services & Priorities
The City is focused on maiataining sssenial services
and infrasiruciure. Some of the key priorifies we.

have are:

911 emergency medical, police &
ion, and fire response services

+ Funding the new Lecal Housing Trust Fund

+ Addressing homelesshess

iLa ciudad de Santa Bérbara le invita a

participar en una reunion comunitaria!

Visite SanfaBarbaraCA.gov,/SBEsencial para mas informacién.

Querido vecino,

Servidos y prioridades de la dudad de
Santa Barbara

Essential SB - Fire Chief Chris Mailes
nary d

ors nfomaton aben Ciy s mbmgw ou.w. ard

aspayar

o, Al "

W il

roview s Homs, andl | sncourage you fo oitend

Scruh 1 Knecht
i Ciry Admineatar

cusad y ol swads dales

0 g s cudodes o o, ecrs com

e o savicossique perando |osingresosprevieor , pascr

qua b e 0 arkante 3 un 483
1ot B a5 v s st A1t eezeahada 1575 sl

+ Bbordar sl problema ds s parsonas dn hogar

+ Seguridad y limpicza de los espacios péblices

+ Mantenimiento de bibliolecas, parques y progeamas

Ganatal

capmidad para s e i

L drezasén del ayasamianto 2 o

vk formas da hace s 3

ercumts corvr® pao <omporlr ua priordodes. Tambien roros

Tame 3 s anka § o i ko oun

Sorsh . Knechi
dminiseeclra Wucipel irinn

priordades da o cudod

Encuesta Comunitariay

& de mayo o las 6:00 pm,
8 cle maryo o las 8:30 pm, H.
10 do maye alac 3:30 p

Maintaining Essential City
Services

Like many California cities, the increasing cost of maintaining
services continues to exceed projected revenues, and despite
aggressive efforts to balance the budget, the City is projected to
face a structural budget deficit anticipated to grow to 5-7% of the
General Fund within the next 3 years. This page is designed to
help residents understand more about the services the City
provides, and some of the challenges in maintaining them.

Watchon (3 YouTube

watchlater
»

Watch on (3 YouTube
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What priorities are important to

Santa Barbara Community Members?

35 SantaBarbaraCA.gov



City o
SANTA?BiRBARA

Common Questions / Concerns Posed by Community Members

- Public Safety. What is being done to recruit more officers/increase patrols? Speeding.
Property crime.

- Homelessness. What is the current count? How does the City address encampments?

- Housing. What can the City do for workforce / missing middle. Numerous specific
project questions.

- State Street. How is City supporting local businesses? What is the thinking around the
street closure.

« What Revenues can be increased / What options has the City considered?

- Impact of New Levies on Residents / Businesses. Concerns over local cost of living,
inflation, economy, etc.

- Pension Liabilities. What are the City’s costs for pensions? What has been done to
address these costs?

- Impact fees. Does the City charge enough? How are they applied?

SantaBarbaraCA.gov
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Community Priorities Survey Results
- 1,088 responses collected from residents between October
2023 & May 2024

- Promoted via multiple channels: City’s website,
e-newsletters, social media, public meetings

- Paper copies were available at each of the in-person
workshops

- Residents were asked to rate the importance of 10 various
City services as high, medium, or low priority

SantaBarbaraCA.gov
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Community Priorities Survey Results

Maintaining 911 emergency response services
Keeping Public Areas safe and clean

Protecting local drinking water

Preventing thefts and property crimes

Addressing homelessness

Improving Housing Affordability

Retaining and attracting local businesses and jobs
Protecting neighborhoods from hillside fires

Maintaining library services for youths and other residents

Maintaining programs for local seniors and youth

o

200 400 600 800 1,000

® High Priority ®Medium Priority Low Priority
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Community Priorities Survey Results: Open Ended Comments

infrastructure buSIﬂeSS
new revenue
funding Street >
clean

streets pqget
taxes 1 .
| community e public
ol vy StAT@  affordable

residents high homelessness police afford
affordability water cars jobs . local focus

[ ]
safety rent h
safe downtown O u S I n g
P parking tax homeless
traffic
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Community Town Hall: Exercise Feedback

Improving Housing Affordability

Keeping Public Areas safe and clean

Addressing homelessness

Maintaining 911 emergency response services

Preventing thefts and property crimes

Maintaining library services for youths and other residents
Retaining and attracting local businesses and jobs
Protecting local drinking water

Maintaining programs for local seniors and youth

Protecting neighborhoods from hillside fires

SantaBarbaraCA.gov



Proposed Ballot Measure
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Potential Revenue Measure

The City is considering a ¥2-cent sales tax increase ballot measure.
Funding from this measure could be used for services including:

- Maintaining 9-1-1 emergency medical, police/crime prevention & fire
response services

- Funding the recently created Local Housing Trust Fund

- Addressing homelessness

- Keeping public areas safe & clean

- Maintaining libraries, parks & recreation programs

- And any other services & infrastructure maintained by the General Fund

SantaBarbaraCA.gov
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How Does Santa Barbara Compare to Its Neighbors?

CITY SALES TAX RATE e Santa Barbara’s sales tax rate is 8.75%,
lower than neighboring Carpinteria &

Carpinteria 9.00% equal to what is charged in San Luis
Obispo & many other Santa Barbara
Goleta 8.75% County cities including Lompoc, Santa
Maria, & many others
: : 0
San Luis Obispo 8.75%  Itis higher than what is paid in Ventura
(7.75%) but lower than many similar
0
Santa Barbara 8.75% “destination” communities, such as
Santa Maria 8 75% Pasadena (10.25%), Santa Monica

(10.25%), Monterey (9.25%)

SantaBarbaraCA.gov
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Key Facts

Nearly half of
sales tax dollars
collected come from
tourists & visitors

There is a limit on The City keeps
how high sales tax only a fraction of
can rise: 9.25% sales tax collected

SantaBarbaraCA.gov
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Sales Tax Receipt Example

- The City receives just Sales Tax Receipt Example
o .

22.0% of the Sales Tax it Sl Sl

collects — the rest going Eligible Purchase

to the State & County ____In Santa Barbara

_________________________ Sales Tax Paid: $6.56
- Nearly half of sales tax 2tbHtote 500 . State of California  $4.50 (69%)
BN . Sales Tax(s.75%) $6. 56
dollars collected in Santa e i 8 . County/Districts  $0.56 (9%)

Barbara come from =00
tourists & visitors from
surrounding areas

* City of Santa Barbara $1.50 (22%)

SantaBarbaraCA.gov
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Sales Tax — Current

Current Sales Tax Rate: 8.75%

El

UNITED STATES S P AME] « < A

5]
=)
=)
=)
t“
0

STATEOFCALIFORNA
SB COUNTY: 0.

N
g

CITY OF SANTA BARBARA: 2%
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Sales Tax — Potential

Potential Sales Tax Rate: 9.25%

STATE OF CALIFORNIA: 6%

CITY OF SANTA BARBARA: 2.5%

SantaBarbaraCA.gov
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Certain Products are Exempt
from SzJJes Tax:
Most Groceries
Prescriptions / Many Medical Supplies
Utilities

**No additional taxes would be levied on these items

SantaBarbaraCA.gov
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How Would a Y2-cent Sales Tax Effect Residents’ Costs?

$12 Laundry Detergent $20 Tee $130 Sneakers
e Lo
D
SALES TAX SALES TAX SALES TAX
Before: $1.05 Before: $1.75 Before: $11.37
After: $1.11 After: $1.85 After: $12.03
6-cent increase 10-cent increase 66-cent increase

SantaBarbaraCA.gov
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Proposed Ballot Measure

CITY OF SANTA BARBARA ESSENTIAL LOCAL SERVICES MEASURE

Shall the measure maintaining 9-1-1 emergency/fire/paramedic/police
response, keeping neighborhood fire stations open; improving housing
affordability; addressing homelessness; keeping public areas/parks YES
safe, clean; maintaining library services, stormwater protection;
improving  natural disaster preparedness; retaining local
businesses/jobs, and for general government use; by establishing a ¥2¢
sales tax providing approximately $15,600,000 annually until ended by
voters; requiring audits, public spending disclosure, all funds used NO
locally, be adopted?

SantaBarbaraCA.gov
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Ordinance & Resolution

Ordinance Resolution

« Authority to levy * Places measure on
Y»-cent transactions the ballot
Sl  Directs City Attorney
» Require annual audit to prepare impartial
analysis

SantaBarbaraCA.gov
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Recommendation that Council:

Hear a presentation from staff regarding an update
on Vision 2030 and Fiscal Sustainability Initiative
and the need to pursue additional revenue sources
to maintain essential City services, and direct Staff to
place an appropriate resolution and ordinance for
the proposed transaction and use tax increase for
formal action on the June 11, 2024, meeting agenda.

SantaBarbaraCA.gov




Questions, Public Comment,
& Discussion
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