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Noted Fiscal Analysts Foresee Dire L.A. Impacts from AB 46

Respected experts in state fiscal matters say passage of AB 46 would likely result in ‘pink slips’ for 11,620 workers, eliminate $420 million in local employee wages, and cut anticipated state and local revenues by $42 million per year.

Vernon, CA – It is a dark view of a bleak future: The Los Angeles area is hit by a major economic shockwave that costs tens of thousands of working men and women their jobs, jettisons hundreds of millions of dollars in lost wages out of the L.A. County economy and sucks tens of millions more dollars out of dwindling state and local revenues.

That is the grim assessment made by a team of highly respected state fiscal experts on what would likely happen in Los Angeles County region if Assembly Speaker John Perez’s AB 46 becomes law and the City of Vernon is disincorporated.

This most recent tough economic impact assessment comes from three noted state fiscal experts in an analysis performed by Capitol Matrix Consulting, a Sacramento-based fiscal and economic policy think tank lead by Michael Genest, former State of California finance director; Brad Williams, former consultant to the California State Assembly Appropriations Committee; and Peter Schaafsma, former director of the California State Assembly Minority Fiscal Office.

“The last thing California and the Los Angeles region needs during the most devastating recession since the Great Depression is to chase away industry and the middle class jobs that it provides,” Genest said in summarizing his firm’s analysis of AB 46.

The Capitol Matrix Consulting report found that disincorporating the City of Vernon would be the trigger for a series of dreadful economic losses:

· Potential major reduction in state and local revenues - possibly exceeding $42 million annually - due to loss 11,620 jobs and $420 million in wages in southern California. 

· Direct state General Fund revenue losses of potentially several millions of dollars annually due to increased business fees and taxes, which are deductible for state corporation and personal income taxes. 

· Potential increased General Fund costs of several million dollars for additional demand for Medi-Cal and social services due to job and wage losses and loss of health benefits. 

· Increased costs to the successor local agency of up to $50 million, partly offset by redirection of existing property and sales taxes allocated to Vernon and its redevelopment agency and partly offset by the application of higher successor agency business license and utility tax rates to Vernon businesses. 

· Potential default on over $1 billion in revenue bonds and contracts secured by the city electrical system, with potentially major impacts on the future borrowing costs of the acquiring local agency and the State of California.

Genest and his analyst team found that the City of Vernon remained a significant driver of economic growth and jobs for the L.A. area:

· 105,000 jobs in the region are directly or indirectly tied to Vernon businesses

· $4.5 billion in L.A. area wages paid yearly by Vernon businesses 

· $1.1 billion in taxable sales generated annually by Vernon businesses 

· $343 million in state and local revenues generated by Vernon-based businesses

· 15.3% of L.A. County’s food industry employment is Vernon-based

· 10.7% of L.A. County’s apparel-related employment is Vernon-based

· 5.5% of L.A. County’s furniture industry employment is Vernon-based

· 3.4% of L.A. County’s fabricated metals industry employment is Vernon-based

Genest suggested that State Legislature leaders should be doing the opposite of what AB 46 would accomplish. “Instead of disincorporating Vernon, we probably should be figuring out ways to replicate it throughout the state and region,” Genest said.

Vernon was founded in 1905 to create jobs in California. Vernon’s 1,800 businesses create more than 105,000 jobs in the Los Angeles area – including more than 50,000 jobs within the city’s 5.2-mile boundary. The Los Angeles County Economic Development Corporation designated Vernon as California’s ‘Most Business Friendly City.’ Vernon generates more than $330 million in state income and sales taxes, $1.1 billion in taxable spending. Vernon’s businesses provide more than 4.4 billion is salaries and wages annually for workers in Los Angeles County.
For more information on Vernon, go to: http://cityofvernon.org/iworkinvernon/.
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