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Recommended Actions:

That the Board of Supervisors:

A. Receive the follow-up crude oil production tax staff report on the impact to property tax revenue,
tax application methodology options, economic analysis on price and jobs, estimates of staff time

and cost estimates for getting such a tax measure on the ballot, and
B. Provide staff with direction on how to proceed

Summary Text:

A local tax on production of crude oil within Santa Barbara County will generate additional revenues to
fund essential services for our residents. Local tax measures must be approved by the public after being
placed on the ballot by the Board. Staff was asked to return to the Board with additional information on
the tax options, impacts of the proposed tax and details on the process and cost to place the tax measure
before the voters. A decision to proceed with drafting such a ballot measure would need to occur in
March 2012 to allow sufficient writing and Board deliberation time (on or before 7/17/2012) prior to the

County Clerk, Recorder, Assessor’s filing deadline of July 22, 2012.
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Background:

In 2008, the County considered placing a crude oil production tax on the ballot. It did eventually decide
against it to minimize any confusion with Measure A which was on the same ballot. This past
September, a multi-departmental working group was established to research crude oil tax options based
on the experience of other jurisdictions. On November 8, 2011, the Board received a briefing on the
options for enacting a crude oil production tax. At that session, the Board directed staff to return with
information related to price and volume of Santa Barbara County oil production, tax structure options,
additional information as appropriate and with any substantial staff costs associated with moving this
forward through the initiative process. Further, the Board directed that no County funds be expended on
consultants or polling.

Staff has compiled the responses to the Board’s requests for additional information. (Attachment A)
The responses include:

e Economic Impact Analysis — Examination of the potential impacts of an oil production tax on
overall corporate taxation, consumer pump prices, local oil production, as well as, local oil
industry jobs;

e Outlining two tax methodologies and additional options — Presentation of the two reliable
taxation methods, volume and wellhead, including the relative benefits, constraints, rate and
revenue ranges including options on low producing wells, and

e Ballot Measure Expenses — Summary of the time and expense of the Working Group, County
Counsel ballot measure writing and review, and the County Clerk, Recorder, Assessor ballot
printing expenses required to place a tax measure before the public after Board approval.

The policy decision before the Board is whether to pursue an onshore oil production tax and if so the
preferred tax methodology.

Staff is prepared to begin drafting ballot measure language based on direction from the Board. It will
take several weeks to draft the ballot measure. Staff recommends a decision to proceed with preparing
and drafting the ballot measure on or before the March 20, 2012 regular meeting of the Board. The
Board could decide at any time between now and mid-July to stop preparing and drafting the ballot
measure. Another Board action will be required to place the measure on the ballot on or before July 17,
2012,

Fiscal and Facilities Impacts:

Fiscal impact to prepare information for this report is limited to staff time. The decision to proceed with
drafting of ballot language will require additional staff time. Additionally, if the Board approves the measure
for placement on the ballot, it is estimated that approximately $62,000 to $108,000 would be needed for
ballot preparation and printing charges.

Attachments:

A — Oil Production Tax Proposal Staff Report

B — Presentation
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