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enforcement and compliance programs. Though 2011-12 aciual receipts of $86.5 million finished
$1.7 million below budget and the 2012-13 estimate now represenis 6.1 percent growth, revenues
through September 2012 are tracking slightly ahead of plan.

Proposal for the Parking Occupancy Tax

it is proposed io increase the Parking Tax rate from 10 percent to 15 percent
through a general tax ballot measure within the guidelines set by Proposition 218. A general tax
hallot measure would require a 50 percent plus one vote approval raie to pass. Tax measures
which are designated for speciiic purposes would require a two-thirds approval rate for passage, a
threshold that has historically been difficult to achieve.

The proposed 15 percent rate would fall within what is currently charged in other
major cities. Parking tax rates among other large cities are below, as previously reported in the
Revenue Options report of August 20, 2012,

Table 1. Parking Occupancy Tax Rates in Select U.S. Cities

City Rate

Pittsburgh 45%

San Francisco 25%

Chicago 19.75% 1o 50%
Philadelphia 20%

New York 10.375% 0 18.375%
Miami 15%

Oakland 10%

Seatile 10%

Los Angeles 10%

Proiected Revenue

The consultant, Beacon Economics, reviewed previous research on parking tax
increases to infer the resulting impact to the City. Findings revealed that the tax increase would
likely be passed on to the consumer in areas of high demand for parking and absorbed by the
narking lot operators in areas of low demand. Most studies arrived at a similar conclusion that
parking demand is relatively inelastic (-0.3); that is a 10 percent increase in parking rates reduces
demand by 3 percent. Increasing the City's tax rate to 15 percent resulis in a 4.5 percent increase
in the total parking rate and a possible 1.35 percent decrease in demand, assuming the full
amount of the tax increase is passed on to consumers. Based on actual parking occupancy tax
receipts from fiscal year 2011-12, it is projected that revenue will increase in the range of
$41 million to $43 million annually, dependent on the demand for parking.
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Table 2. Impact to Revenue in High-Demand and Low-Demand Locations

Actual 2011-12 Parking Occupancy Tax Kevenues ~ $86,449,901
Revenue with increase passed down to consumers (4.5% higher prices) $127,924 241
Change in Revenues $41,474,340
Revenue with increase absorbed by the operators/owners (no price change) $129,674 852
Change in Revenues $43,224 951

*Estimated revenus based on FY2011-12 actual revenue

Previous research on the secondary effects, such as the effect on local
fransportation or business is limited. Studies revealed that the impact to retall sales was
dependent on the desirability of the affected area and the availability of attractive substitutes, A
parking increase would have a negligible effect on the pursuit of alternative forms of fravel (e.g.,
public transportation, walking, cycling).

Recommendations

1. Request the City Attorney, with the assistance of the Chief Legislative Analyst and
the City Administrative Officer, to prepare the necessary Ordinance and Resolution
to place a measure to increase the Parking Occupancy Tax to 15 percent on the
March 5, 2013 Primary Nominating City Election ballot; said documents to be
transmitted no later than November 6, 2012; and,

2. Instruct the City Clerk, upon submission of the ordinance and resolution, to place
them on the next available Council Agenda for consideration on or before November
13, 2012.

Fiscal Impact Statement

Approval of the proposed Parking Occupancy Tax increase by Los Angeles City
voters will generate approximately $41 million to $43 million in General Fund revenues and reduce
the structural deficit in outgoing years. The cost for putting a measure on the City Primary
Nominating election ballot is included in the budgeted funds of the City Clerk.
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