Legislative Action COMMITTEE
Corona Chamber of Commerce

904 East Sixth Street, Corona, CA 92879
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Tuesday, March 21, 2006
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Presiding: Tom Kenney, Chair
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Agenda Item #1
Legislative Action Committee
March 21, 2006

Oil Severance Tax Initiative
Presentation
Shaun Lumachi

Governmental and Public Affairs Advisor

Corona Chamber of Commerce

Policy Platform

Review and consider reliable, stable, and competitively priced energy supplies for the Corona region and California’s businesses and consumers.

Recommended Action

The Corona Chamber OPPOSES the Oil Severance Tax Initiative and will support efforts to prevent the initiative from qualifying for the November 2006 ballot. The Corona Chamber believes this initiative will cause potential General Fund losses, reduction in local property tax revenues, reduction in transportation funding, and potential job losses. 
Summary

1. Establishes a program intended to reduce oil and gasoline use, with research and production incentives for alternative energy, alternative fuel vehicles, energy efficient technologies, and for education and training.

2. Funding will be provided by a tax of 1.5% to 6%, depending on oil price per barrel, on producers of oil extracted in California. Prohibits producers from passing tax on to consumers. Specifies spending $4 billion in 10 years administered by California Energy Alternatives Program Authority. 

3. Other points are prohibition of changing tax while indebtedness remains, and revenues excluded from Proposition 98 calculations and appropriation limits.

Background

1. California onshore and offshore oil production totaled 268 million barrels of oil—approximately 733,000 barrels per day. Oil production (excluding federal offshore production) represents approximately 12 percent of U.S. production. California is the third largest oil-producing state, behind Texas and Alaska. (2004 data)

2. Oil production in California peaked in 1985, and has declined, on average, by 4 percent to 5 percent per year since then. California oil production supplies approximately 42 percent of the state’s oil demand, with Alaska production supplying approximately 22 percent, and foreign oil supplying about 36 percent. 

3. 29.8 million barrels were produced in Los Angeles and Orange Counties comprising roughly 13% of state’s 2005 total. Virtually all of the oil produced in California is delivered to California refineries. 

4. In 2004, the total supply of oil delivered to oil refineries in California was 655 million barrels, including oil produced in California as well as outside the state. 

5. Of the total oil refined in California, approximately 67 percent goes to gasoline and diesel (transportation fuels) production.

6. In 2005, the production from the Wilmington Oil Field (Long Beach) totaled 14.9 million barrels (5th largest field in California). Long Beach produced 1.5 million barrels of oil last year. 

7. Oil producers pay the state corporate income tax on profits earned in California. California’s corporate income tax rate is among the highest of the top producing states.  Texas, in fact, does not have a corporate income tax at all which provides producers a competitive advantage over California in trying to attract capital investment.   California producers also pay a regulatory fee to the Department of Conservation (regulates oil production in the state) that is assessed on production, with the exception of production in federal offshore waters.

8. California’s taxes on oil producers are among the highest in the nation. Currently producers pay a fee of 5.3 cents per barrel of oil produced which will generate total revenues of $13.8 million in 2005-06. 

9. Additionally, producers in California pay local property taxes on the value of oil extraction equipment (such as drills and pipelines) plus the value of the estimated recoverable oil in the ground. 

Fiscal Impact

1. Raises fuel costs for consumers. This initiative is a hidden tax which could cost consumers and businesses hundreds of millions of dollars every year in higher gasoline, diesel and jet fuel prices and higher prices for goods and services provided by businesses that rely on petroleum products for production or transportation purposes.  Its promoters made an attempt at doing so, prohibiting an oil producer – or any industry – from passing through the higher costs of doing business could be unconstitutional and is likely to lead to costly litigation.

2. The California Taxpayers’ Association opposes this new fuel tax because Californians already pay the third highest taxes on gasoline in the country. 

3. California already faces a growing gap between ever-escalating demand for crude oil and gasoline and our current capacity to produce it. Placing an additional tax on California crude oil will discourage in-state production investments, making us even more dependent on imports – the very opposite effect initiative proponents claim as their goal.

4. Since the tax could not be applied to imported crude oil, foreign supplies would in essence prospectively gain a market advantage over locally and in-state produced crude.  Placing further reliance on imports could potentially exacerbate existing air quality issues relative to the region’s ports.

5. A large portion of these new taxes would go into the hands of a self-perpetuating huge new bureaucracy, with little accountability and oversight. The measure mandates this new agency to spend $4 billion within ten years – whether it can justify those expenditures or not. It allows members of the new agency to hire unlimited staff and make political appointments of commissioners who will also be paid at taxpayer expense.

6. Higher business costs imposed by this tax could cost Californians good-paying jobs and benefits, and harm the state’s economy by discouraging new businesses from investing here.

7. The Legislative Analyst in a report dated January 25, 2006 reported the measure would raise between $200 million to $380 million in new tax revenues for this newly created special-purpose agency while resulting in the following: 

a. General Fund Losses: The LAO reported that income tax revenues from oil producers that flow into the state’s General Fund would be lower because the severance tax would be deducted from earned income on oil producers.

b. Reduction in Local Property Tax Revenues: The LAO stated “local property taxes paid on oil revenues would decline under the measure…”  The report stated that the loss could result in a revenue decline for K-14 school and community college, which the state may be required to offset in some cases.  The Analyst also notes the measure would result in non-reimbursable local government costs (of an unknown amount) for administering the new act. Both of these impacts could be particularly focused on Long Beach, given the fact our area is one of the leading crude oil producing regions in the state.

c. Potential Reduction in Transportation Funding: According to the LAO, tax revenues from gasoline, diesel excise and sales tax could be reduced if this measure decreases the use of oil for transportation fuels.  Currently these tax sources are a major source of state transportation funding. 

8. Reduced Economic Activity and Lost Jobs: According to the LAO, this measure could further affect state and local government revenues by reducing economic activity and causing job losses due to increased costs for oil production and imposition of hundreds of millions in new taxes.

Pro
1. The goal of the measure is to reduce the use of petroleum in California by 25 percent from 2005 levels by 2017, and thereafter to reduce petroleum use by an additional 25 percent every ten years, until petroleum use in California is negligible.

Con

1. The actual reduction would depend on the extent to which the measure was successful in promoting, and consumers and producers adopted, new technologies and energy efficient practices.

2. Increased tax costs across every business sector and to all Californians, with loss of jobs, businesses, and general funds for schools and other public institutions.

3. Politically, the introduction of the measure on the ballot could jeopardize passage of the Governor’s infrastructure bonds package.  This measure would likely be the most contentious bond on the ballot, and the debate over the issue would likely create confusion in the voter’s minds over other worthy bonds the Chamber may ultimately support.
Sources

California Legislative Analyst 

http://lao.ca.gov/ballot/2005/050987.htm
California Chamber of Commerce

http://www.calchamber.com/CC/Headlines/PublicAffairsPolitics/03012006TS.htm
Support


Hollywood Producer Steven Bing
Vinod Khosla, private investor
Californians for Clean Energy (campaign committee)

Oppose


California Chamber of Commerce
California Taxpayers’ Association
California Retailers Association
Californians Against Higher Taxes (campaign committee)
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Close the Proposition 42 (Gas Tax) Loophole

Presentation

Shaun Lumachi

Governmental and Public Affairs Advisor

Corona Chamber of Commerce

Policy Platform

Review, consider and propose transportation improvement plans that relieve congestion on freeways, streets and roads, and ensure future mobility within the Corona region.

Recommended Action

The Corona Chamber SUPPORTS the effort to place the “Close the Proposition 42 Loophole Initiative” on the November 2006 ballot.

Summary

1. A broad-based coalition of business, labor, local government, and community leaders is collecting signatures to qualify a constitutional amendment for the November 2006 ballot.

2. The passage of this measure is intended to close the Prop. 42 loophole, uphold the will of voters, and ensure once and for all that the sales taxes paid at the pump are used for transportation improvements. 

3. This measure would prevent the Governor and Legislature from diverting the sales taxes on gasoline to non-transportation expenses. 

4. It will also require the State to reimburse the $2.5 billion in funds previously diverted. It responsibly allows 10 years for repayment to avoid any immediate fiscal impact.

Background
1. In 2002, nearly 70% of California voters overwhelmingly passed Proposition 42 that dedicated the existing state sales tax on gasoline to fund transportation projects like congestion relief, road repairs, transit needs, and safety improvements.

2. However, a provision was included in Prop. 42 that allows the legislature and Governor to divert funds to non-transportation expenses. What was only intended for emergency fiscal issues has been abused repeatedly. The will of the voters is not being upheld.

3. Two out of the last three budget years’, the sales tax on gasoline has been diverted to fund non-transportation state expenditures in the State General Fund. 

4. Nearly $2.5 billion in these gas taxes has been diverted to non-transportation expenses since 2002. As a result, state and local agencies have had to delay or stop many critical safety improvements, congestion relief projects, road repairs and other transportation needs.

5. In fact, California has the worst roads in the nation, according to a recent report by the Road Information Program. Three out of 10 of the state's overpasses and bridges are structurally deficient or functionally obsolete. And approximately half - 49 percent - of California's urban freeways are considered congested.

6. This transportation crisis is threatening our economy and the safety and quality of life of every Californian.

Features

1. The initiative simply requires retention of funds earmarked for the Transportation Investment Fund in the General Fund for use unrelated to transportation after 7/1/08. 

2. Requires repayment by 6/30/17 of transportation funds retained in the state general fund in years prior to 2007-08.

3. Eliminates General Fund borrowing of specified transportation funds, except for cash flow purposes. Repayment of funds would be required within 30 days of adoption of the budget.

Fiscal Effect

1. Legislative Analyst and Director of Finance estimate that there will be no revenue or cost effects. Increases stability of funding to transportation in 2007-8 and thereafter.
Pro

1. This measure would provide a stable funding source for state and local agencies responsible for transportation improvements:

a. Fix the most hazardous intersections and unsafe highways in California

b. Relieve traffic congestion through freeway widening, road repairs, transit projects, and intersection improvements.

c. Repair crumbling roads, fill pot holes, and improve older roads, overpasses, and bridges.

Con

No known arguments available at this time.

Support

Transportation Groups

California Alliance for Jobs

Transportation California

Labor Groups

California State Council of Laborers

Operating Engineers, Local No. 3

Northern California Carpenters

Northern California District Council of Laborers

Southern California District Council of Laborers

Laborers’ International Union of North America, Pacific Southwest Region

Laborers’ International Union of North America, Local 777

Laborers’ Union Local 802

Laborers’ Union Local 220

Laborers’ Union Local 270

Local Government and Elected Officials

League of California Cities

California State Association of Counties

Butte County Association of Governments

Contra Costa Mayors’ Conference

City of South San Francisco

City of Bishop
Mayor Heather Fargo, City of Sacramento
Mayor Pro Tem Sophia Sherman, City of Elk Grove

Mayor Jeannie Bruins, City of Citrus Heights

Mayor Andy Morin, City of Folsom

Mayor Tom Cosgrove, City of Lincoln

Vice-Mayor Paul V. Morris, City of San Pablo

Supervisor Roger Dickinson, Sacramento County

Council Member Michael Segala, City of Suisun 

Council Member Peter Hill, City of Rocklin

Council Member Kathy Lund, City of Rocklin

Council Member Janice Rutherford, City of Fontana

Council Member Susan Seamans, City of Rolling Hills Estates

Council Member Mike Healy, City of Petaluma

Council Member Pat Gilardi, City of Cotati

Former State Assembly Member Lynne C. Leach

Taxpayer Protection Groups

Contra Costa Taxpayers Association

Small Business and Employer Groups 

California Chamber of Commerce

California Business Roundtable

California Business Properties Association

 Engineering and Utility Contractors Association

Contra Costa Council

Los Angeles Area Chamber of Commerce

California Dump Truck Owners Association

Associated General Contractors of California

Associated General Contractors of California, San Diego Chapter

Consulting Engineers and Land Surveyors of California 

California Chapters of the National Association of Industrial and Office Properties

San Gabriel Valley Economic Partnership

California Metals Coalition 

International Council of Shopping Centers

Retail Industry Leaders Association

Cloverdale Chamber of Commerce

Teichert Construction -- Sacramento

Granite Construction, Inc. – Watsonville

Concrete Coring Company – Los Angeles

Post Equipment Company – Tustin

Alliance Contracting – Camarillo

The Lessler Group – Suisun City

Mesa Contracting Corporation – Orange

Oppose

None announced
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LEGISLATIVE REPORT #1
Presentation

Shaun Lumachi

Governmental and Public Affairs Advisor

Corona Chamber of Commerce

SB 1167 (Maldonado) Minimum Wage Increase

Policy Platform

Monitor, provide recommendations and review alternatives any proposed state minimum wage increases and any local or state living wage ordinances. 

Summary

1. Senator Maldonado (R-15) has issued legislation that increases the state minimum wage. 

2. The bill reads, “This bill would increase the minimum wage to $7.25 per hour, effective on and after September 1, 2006, and would further increase the minimum wage to $7.75 per hour, effective on and after July 1, 2007. This bill would declare that it is to take effect immediately as an urgency statute.” 

3. The wage increase is estimated to provide workers throughout the state with more than two billion dollars in increase income annually.

Background

1. California has added 440,000 new jobs since the Governor took office, lowering the state’s unemployment rate to pre-911 levels, and the state ahs seen a significant increase in revenues during that same time period.

2. The Governor vetoed a bill last year, AB 48 (Lieber), which would have provided the same wage increase but also mandated automatic boosts to keep pace with inflation. In his veto message, the governor said he believed it was time to raise the minimum wage but did not support the annual increase.
3. The California Chamber believes that government-imposed wage mandates directly increase payroll costs, as well as the cost of unemployment insurance, income taxes and workers’ compensation premiums. While in addition, wage mandates invariably lead to loss of job opportunities for no- and low-skilled workers. 

Pro

1. SB 1167 has been publicly supported by the Governor.

2. SB 1167 does not include mandated automatic boosts to keep pace with inflation. 

Con

1. An increase in minimum wage may cause business to move to a state where labor costs are lower, considering California holds the sixth highest minimum wage in the nation.

2. Business expansion is often delayed or cancelled. 

3. Possible entry-level jobs are cut because employers cannot effort to pay the living wage. 

4. Government-mandated wage ordinances take away an employer’s right to negotiate wage rates. 
Sources

Governor Schwarzenegger Update

http://www.sfgate.com/cgibin/article.cgi?file=/c/a/2005/12/31/MNG71GFOAA1DTL

California Chamber of Commerce

http://www.calchamber.com/NR/rdonlyres/E4F655F2-421A-4495-BE92-880787985F7A/

0/06govtmandated.pdf

Support


Governor Arnold Schwarzenegger, Senator Maldonado (R-15)
Oppose

Unknown
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2006 Policy platform
CORONA CHAMBER OF COMMERCE

2006 Policy Platform

Approved by the Legislative Action Committee at its February 2006 Meeting

Approved by the Board of Directors at its March 2006 Meeting

Background

Each year, pursuant to the Corona Chamber’s Legislative Action Committee (LAC) Operating Procedures, the LAC shall develop the Corona Chamber’s legislative priorities. Each of the policy goals shall serve as the foundation for the Corona Chamber’s continuing effort to improve the Corona and regional business climate.

The Corona Chamber will use the policy platform to review and consider local, statewide, and when appropriate, federal legislation and communicate the information to the Corona Chamber’s membership. 

CORONA CHAMBER OF COMMERCE

2006 Policy Platform

Economic Development

1. Monitor development projects within the Corona region.

2. Monitor land use, planning, housing and zoning issues that affect the Corona business community.

3. Review and consider policies that ensure Corona maintains a reputation as an attractive prosperous location for business; to balance employment and housing needs with natural resource preservation; and to plan and construct the community infrastructure necessary to support current and future business needs.

4. Monitor and review polices that balance private property rights with eminent domain and its impact on the overall community. 

Utility and Infrastructure Improvements

1. Review and consider reliable, stable, and competitively priced energy supplies for the Corona region and California’s businesses and consumers.

2. Encourage an adequate supply of appropriate housing to meet the needs of the Corona region and monitor its impact on the Corona business community.

3. Review, consider and propose transportation improvement plans that relieve congestion on freeways, streets and roads, and ensure future mobility within the Corona region.

4. Review and consider polices that improve water quality as the result of comprehensive approaches that will reduce contaminants from water sources in a cost effective manner.

5. Review and consider policies that impact air quality standards and consider their effect on Corona’s regional business community.
Taxation and Government Finance

1. Review and consider reform measures that solve the state budget’s continuing structural deficit that promotes real economic growth and job creation and its impact on the Corona business community.

2. Encourage cooperation among local/regional and state government agencies, and work to streamline and reduce unnecessary requirements of regulatory agencies.

3. Review and consider ways to privatize government services and public contracts while maintaining or improving standards.

4. Review and consider state and local tax changes and new tax categories affecting the Corona business community

5. Support and promote when appropriate the preparation of cost/benefit analysis ensuring economic impacts are weighed before the imposition of regulatory statutes. 

6. Ensure that regulations on business are kept to a minimum and do not put Corona businesses at a competitive disadvantage.

7. Support local/regional and state programs that secure tax credits for targeted programs.

8. Consider and review policies that promote the outsourcing of essential public services by local/regional and state government agencies.

Pro-Business Leadership

1. Continue a working relationship with local, state and federal representatives. 

2. Consider and review legislation that promotes standards of corporate governance that guide boards of directors and corporate officers in managing their corporations in a competent, ethical manner. 
Employee Relations

1. Review and consider measures that reform the extraordinary costs of the state’s public pension system for the sake of the state’s overall fiscal health.

2. Monitor, provide recommendations and review alternatives any proposed state minimum wage increases and any local or state living wage ordinances. 

3. Monitor and provide recommendations to the workers’ compensation reform measures which impact costs to Corona businesses.

4. Support responsible health care policy proposals that do not put Corona businesses at a competitive disadvantage and result in increased availability of affordable health care coverage for employers and their employees.

5. Support measures that reform our state’s education and vocational systems which encourage workforce preparation.

6. Oppose legislative proposals that might cause unwarranted and frivolous lawsuits on Corona businesses, consumers and taxpayers.
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Operating procedures
CORONA CHAMBER OF COMMERCE

LEGISLATIVE ACTION COMMITTEE (LAC)

Operating Procedures

Approved by the Legislative Action Committee at its January 2006 Meeting

Approved by the Board of Directors at its March 2006 Meeting

I. Mission Statement

The mission of the Corona Chamber of Commerce Legislative Action Committee (LAC) is to provide a basis for the Corona Chamber to act on local, state and federal government issues and have a good working relationship with its elected officials thus creating a favorable and profitable business climate.

II. Composition

The LAC will consist of 15 voting members. Composition shall be representative of the general Corona Chamber membership. 

The LAC Chair position will be appointed by the incoming Chair of the Board of Directors in consultation with the President and CEO and subject to Board approval each year. 

LAC membership is open to all Corona Chamber members in good standing. 

LAC meetings are open to all members of the Corona Chamber. 

All elected officials representing Corona and the region or their designees are ex officio, nonvoting members of the LAC.

III. Policy Platform

Beginning in October of each year, the LAC shall develop a Policy Platform consistent with the LAC’s mission statement that shall serve as the public policy priorities for following year. 

The Policy Platform shall be recommended to the Board of Directors no later than its January meeting for discussion and approval.

IV. Legislation Position Authority 

Board of Directors

The Corona Chamber Board of Directors shall be updated each month of any legislative positions approved by the LAC.

The Board of Directors shall have the authority to modify any position of the LAC. 

LAC
LAC shall have the authority on behalf of the Board of Directors, to approve any legislative positions that align with the approved policy platform consistent with the LAC’s mission statement.

Executive Committee of LAC
The President and CEO, Chairman of the Board and the LAC Chairman, shall have the authority to act on behalf of the LAC to approve any legislative positions that align with the policy platform consistent with the LAC’s mission statement. 

The LAC members shall be notified of this action within 48 hours (or no later than the end of the first working day should the LAC action be taken on a Friday or day before a holiday). 

The LAC shall have the authority to modify any decision of the Executive Committee of LAC at its next scheduled meeting.

V. Voting Members

LAC members will serve two (2) year terms beginning January 1 and ending December 31 of the following year with no term limits. 

LAC members shall be appointed by the LAC Chair in consultation with the Corona Chamber Chairman and President and CEO. 

VI. Voting Membership Vacancies

Prospective LAC members can apply for openings by notifying the LAC Chair.  

The LAC Chair will appoint voting members to fill in vacancies during the year in consultation with the Corona Chamber Chairman of the Board and President and CEO. 

VII. Attendance

The LAC meets the third Tuesday of each month at 8:00am. 

If a LAC member accumulates more than three (3) unexcused absences in a year, the member loses voting privileges.

An unexcused absence will be charged to members if notification to the LAC Chairman is not made prior to the start of the LAC meeting.

VIII. Minutes

Minutes will be kept of all LAC meetings.

IX. Quorum

A quorum shall consist of a simple majority of the total voting LAC membership. 

If a quorum cannot be assembled, the Executive Committee of LAC is empowered to act on behalf of the LAC.

X. Amendments

The authority to approve and amend the Legislative Action Committee Operating Procedures shall be vested in the Corona Chamber of Commerce Board of Directors.
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