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TO ALL PARTIES AND THEIR ATTORNEYS OF RECORD:

YOU ARE HEREBY NOTIFIED THAT on the date and time set by the Court for
hearing on Petitioners’ Motion for Writ of Mandate, in Department 85 of the above-
captioned Court, located at 111 North Hill Street, Los Angeles, California, Petitioners will.
request the Court to take judicial rliotice of the following documents:

1 The portions of the official November 5, 1996 California Voter

Information Guide pertaining to Proposition 218, located online at

http://traynor.uchastings.edu/ballot pdf/1996g.pdf, attached hereto

as Exhibit 2.
2, The portions of the official November 2, 2010 California Voter
Information Guide pertaining to Proposition 26, located online at

http://traynor.uchastings.edu/ballot pdf/2010g.pdf, attached hereto

as Exhibit 3. .

3. The California Board of Equalization Special Notice, labeled “SALES
TAX DOES NOT APPLY TO CITY AND COUNTY PAPER BAG
SURCHARGES,” located online at

_ http://www.boe.ca.gov/news/pdf/1282.pdf, attached hereto as
Exhibit 4.
This Request is supported by the Points and Authorities, attached hereto, and the

Declaration of Sean P. Welch, attached hereto as Exhibit 1. As discussed in the attached
Welch Declaration, in order to avoid burdening the record with very large documents,
Petitioners attach and request judicial notice only of excerpts of those documents.
Petitioners will, however, immediately file complete copies should the Court request same.

Dated: February 16, 2012 NIELSEN MERKSAMER PARRINELLO
GROS{ & LEONI, LLP

By:

Sean P. Welch
Attorneys for Petitioners

1

REQUEST FOR JUDICIAL NOTICE
CASE NO. BC470705




10

11

12

13

14

15

16

17

18

19

20
21
22
23
24
25
26
27

28

Points and Authorities

Judicial notice may be taken of each of the exhibits attached to this Request for

Judicial Notice pursuant to Evidence Code section 452. Further, pursuant to Evidence

|| Code section 453,

The trial court shall take judicial notice of any matter specified in Section
452 if a party requests it and:

(a) Gives each adverse party sufficient notice of the request, through
pleadings or otherwise, to prepare to meet the request; and

(b) Furnishes the court with sufficient information to enable it to take
judicial notice of this matter.

(See also RJN, Ex. 1 [Declaration of Sean P. Welch, providing verifying information

| regarding the subject materials].)

Specifically, judicial notice may be taken of “[r]egulations and legislative
enactments issued by . . . any public entity in the United States.” (Evid. Code § 452(b)
[emphasis added].) This includes the proper judicial notice of legislative reports, reports

by legislative analysts and others, as well as ballot pamphlets for initiatives. (See, e.g.,

Hutnick v. United States Fidelily & Guaranty Co. (1988) 47 Cal.3d 456,_465, fn. 7; Robert

L. v. Superior Court (2003) 30 Cal.4th 894, 903 [judicial notice of ballot pamphiets]..)

In addition, the court may take judicial notice of official acts of government
agencies. (Evid. Code § 452(c).) This includes documents created and published by state,
county or local agencies (éee Casella v. SouthWest Dealer Services; Inc. (2007) 157
Cal.App.4th 1127, 1137 [judicial notice of an article published by state agency]; Aguilar v.
Atlantic Richfield Co. (2001) 25 Cal.4th 826, 842 [judicial notice of Attorney General’s

report on gasoline pricing]), as well as the records and files of such agencies (Wolfe v. State

|| Farm Cas. & Ins. Co. (1996) 46 Cal.App.4th 554, 567 n.16; Fowler v. Howell (1996) 42

Cal.App.4th 1746, 1750.)
Dated: February 16, 2012 NIELSEN MERKSAMER PARRINELLO

GROSS%& LEONI, LLP
By:

Séan P. Welch
Attorneys for Petitioners
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EXHIBIT 1

Declaration of Sean P. Welch in Support of

Petitioners’ Request for Judicial Notice

I, SEAN P. WELCH, declare under penalty of perjury as.foll,ows:

1. I am an attorney at Nielsen Merksamer Parrinello Gross & Leoni LLP,
counsel for Petitioners in this action. I am over 18 years of age and am qualified to
make this declaration.

2, On February 14, 2012, I personally visited the official website of the
California Secretary of State located at http://www.sos.ca.gov/. I selected the link
labeled, “BALLOT MEASURES,” then selected the link labeled, “VOTER
INFORMATION GUIDES,” and then selected the 1ink_labe1ed, “PDF VERSIONS
OF VOTER INFORMATION GUIDES.” On that page,l I selected the link labeled,
“GENERAL ELECTION BALLOT PAMPHLET [PROPOSITION #s 204-218]
(NOVEMBER 5, 1996).” From there, I downloaded and printed pages of the

November 5, 1996 California Voter Information Guide pertaining to Proposition

218, found online at http://traynor.uchastings.edu/ballot pdf/1996g.pdf. True

and correct copies of the cover page and pages 72 through 77 and 108 through 109
of the ballot pamphlet materials, which relate to Proposition 218, are attached
hereto as Exhibit 2. A complete copy of the November 5, 1996 California Voter
Information Guide is available to the Court upon request; due to its very large size,
it has not been attached hereto in full.

3. On February 14, 2012, I personally visited the official website of the
California Secretary of State located at http:// www.sos.ca.gov/. I selected the link
labeled, “BALLOT MEASURES,” then selected the link labeled, ““VOTER
INFORMATION GUIDES,” and then selected the link labeled, “PDF VERSIONS
OF VOTER INFORMATION GUIDES.” On that page, I selected the link labeled,
“0010 GENERAL ELECTION [PROPOSITION #s 18-27] (NOVEMBER 2, 2010).”
From there, I downloaded and printed the pages of the November 2, 2010 |

3 EXHIBIT
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California Voter Information Guide pertaining to Proposition 26, found online at

http://traynor.uchastings.edu/ballot pdf/2010g.pdf. True and correct copies of

the cover page and pages 56 through 61 and pages 114-115 of the ballot pamphlet
materials, which relate to Proposition 26, are attached hereto as Exhibit 3. A
complete copy of the November 2, 2010 California Voter Information Guide is
available to the Court upon request; due to its very large size, it has not been
attached hereto in full.

4. On February 14, 2012, I personally visited the official website of the

California Board of Equalization located at http://www.boe.ca.gov/index.htm.
Under the “QUICK LINKS” heading, T selected the link labeled, “NEWS, NOTICES,
& REPORTS,” and then selected the link labeled, “SPECIAL NOTICES.” On that
page under the “ARCHIVES” heading, I selected the link labeled, “2011,” and then
selected the link under the “JUNE” heading labeled, “SALES TAX DOES NOT
APPLY TO CITY AND COUNTY PAPER BAG SURCHARGES.” That link opened
up the Board of Equalization Special Notice advising that the sales tax does not
apply to city and county paper bag surcharges, found at
http://www.boe.ca.gov/news/pdf/1282.pdf. From there, I downloaded and

printed the page of the Board of Equalization Special Notice. A true and correct
copy of this document is attached hereto as Exhibit 4.

I declare under penalty of perjury under the laws of the State of California
that the foregoing is true and correct of my own personal knowledge except for
those matters stated on informatiori and belief and, as to those matters, I believe
them to be true. If called as a witness, I could competently testify thereto.

Executed on February 16, 2012, at San Rafael, California.

SEAN P. WELCH
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Important Notice to Voterg,',mw

Information regarding measures th@kﬁr B¢ aceiﬁnf
the ballot by the Legislature aftprAp. 96"‘wﬂl b
included in a supplemental,liﬁlj.g&pgmﬂ%ﬁt

mailed to you. You can ob 3?6_

elections office or by cglf

4 CERTIFICATE OF CORRECTNESS

I, Bill Jones, Secretary of State of the State of California, do hereby certify that the measures
included herein will be submitted to the electors of the State of California at the GENERAL ELECTION to
be held throughout the State on November 5, 1996, and that this pamphlet has been correctly prepared
in accordance with law.

Witness my hand and the Great Seal of the State in Sacramento, California,
this 12th day of August, 1996.

EXHIBIT BILL JONES

£ Secretary of State J

ES——




é]_ 8 Voter Approval for Local Government Taxes.

—l ' ' l I Limitations on Fees, Assessments, and Charges.

Initiative Constitutional Amendment..

W—— Official Title and Summary Prepared by the Attorney General

VOTER APPROVAL FOR LOCAL GOVERNMENT TAXES.
LIMITATIONS ON FEES, ASSESSMENTS, AND CHARGES.
* INITIATIVE CONSTITUTIONAL AMENDMENT.
Limits authority of local governments to impose taxes and property-related assessments, fees,

and charges. Requires majority of voters approve increases in general taxes and reiterates that
two-thirds must approve special tax.

Assessments, fees, and charges must be submitted to property owners for approval or rejection,.

after notice and public hearing.

*» Assessments are limited to the special benefit conferred.
» Fees and charges are limited to the cost of providing the service and may not be imposed for

general governmental services available to the public.

Summary of Legislative Analyst’s
Estimate of Net State and Local Government Fiscal Impact:

Short-term local government revenue losses of more than $100 million annually.

Long-term local government revenue losses of potentially hundreds of millions of dollars annually.
Local government revenue losses generally would result in comparable reductions in spending for
local public services. -

72
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Analysis by the Legislative Analyst

OVERVIEW

Local governments provide many services to people
nd businesses in their communities. To pay for these
services, local governments raise revenues by imposing
fees, assessments, and taxes. This constitutional
measure would make it more difficult for local
governments to raise these revenues. As a result, this
measure would:

¢ Reduce the amount of fees, assessmenfs, and taxes
that individuals and businesses pay.

s Decrease spending for local public services.

PROPOSAL

This measure would constrain local governments’
ability to impose fees, assessments, and taxes. The
measure would apply to all cities, counties, special
districts, redevelopment agencies, and school districts in
California. :

Fees

Current Practice. Local governments charge fees to
pay for many services to their residents. Some of these
fees pay for services to property, such as garbage
collection and sewer service. Fees are also called
“charges.”

Local governments often establish several fee amounts
for a service, each based on the approximate cost of
providing the service to different types of properties

such as commercial, industrial, or residential property).
Local governments usually send monthly bills to
property owners to collect these fees, although some fees
are placed on the property tax bill. Local governments
generally hold public hearings before creating or
increasing such a fee, but do not hold elections on fees.

Proposed Requirements for Property-Related
Fees. This measure would restrict local governments’
ability to charge “property-related” fees. (Fees for water,
sewer, and refuse collection service probably meet the
measure’s definition of a property-related fee. Gas and
electric fees and fees charged to land developers are
specifically exempted.)

Specifically, the measure states that all local
property-related fees must comply by July 1, 1997, with
the following restrictions: '

» No property owner’s fee may be more than the cost

to provide service to that property owner’s land.

* No fee may be charged for fire, police, ambulance,
library service, or any other service widely available
to the public. ' ‘

¢ No fee revenue may be used for any purpose other
than providing the property-related service.

* Fees may only be charged for services immediately
available to property owners.

In addition, the measure specifies that before adopting

a new property-related fee (or increasing an existing one),
‘ocal governments must: mail information about the fee
.0 every property owner, reject the fee if a majority of the
property owners protest in writing, and hold an election
on the fee (unless it is for water, sewer, or refuse
collection service).

G96

Taken together, these fee restrictions would require
local governments to reduce or eliminate some existing
fees. Unless local governments increased taxes to replace
these lost fee revenues, spending for local public services
likely would be decreased. The measure’s requirements
would also expand local governments’ administrative
workload. For example, local governments would have to
adjust many property-related fees, potentially (1) setting
them on a block-by-block or parcel-by-parcel basis and
(2) ending programs that allow low-income people to pay
reduced property-related fees. Local governments would
also have to mail information to every property owner
and hold elections,

Assessments

Current Practice. Local governments charge
assessments to pay for projects and services that benefit
specific properties. For example, home owners may pay
assessments for sidewalks, streets, lighting, or recreation
programs in their neighborhood. Assessments are also
called “benefit assessments,” “special assessments,”
“maintenance assessments,” and similar terms. Local
governments typically place assessment charges on the
property tax bill.

To create an assessment, state laws require local
governments to determine which properties would
benefit from a project or service, notify the owners, and
set assessment amounts based on the approximate
benefit property owners would receive. Often, the rest of
the community or region also receives some general
benefit from the project or service, but does not pay a
share of cost. Typical assessments that provide general
benefits include fire, park, ambulance, and mosquito
control assessments. State laws generally require local
governments to reject a proposed assessment if more
than 50 percent of the property owners protest in
writing. '

Some local governments also levy “standby charges,”
which are similar to assessments. Standby charges
commonly finance water and sewer service expansions to
new households and businesses. (The measure treats
standby charges as assessments.)

Proposed Requirements for Assessments. This
measure would place extensive requirements on local
governments charging assessments. Specifically, the
measure requires all new or increased assessments—and
some existing assessments—to meet four conditions.

¢ TFirst, local governments must estimate the amount
of “special benefit” landowners receive—or would
receive—from a project or service. Special benefit is
defined as a particular benefit to land and buildings,
not a general benefit to the public at large or a
general increase in property values. If a project
provides both special benefits and general benefits,

_ a local government may charge landowners only for
the cost of providing the special benefit. Local
government must use general revenues (such as
taxes) to pay the remaining portion of the project or
service’s cost. In some cases, local government may
not have sufficient revenues to pay this cost, or may
choose not to pay it. In these cases, a project or
service would not be provided.
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¢ Second, local governments must ensure that no
property owner’s assessment is greater than the cost
to provide the improvement or service to the owner’s
property. This provision would require local
governments to examine assessment amounts in
detail, potentially setting them on a parcel-by-parcel
or block-by-block basis.

e Third, local governments must charge schools and
other public agencies their share of assessments.
Currently, public agencies generally do not pay
assessments, _

+ Finally, local governments must hold a mail-in
election for each assessment. Only property owners
and any renters responsible for paying assessments
would be eligible to vote. Ballots cast in these
elections would be weighted based on the amount of
the assessment the property owner or renter would
pay. For example, if a business owner would pay
twice as much assessment as a homeowner, the
business owner’s vote would “count” twice as much
as the homeowner’s vote.

Figure 1 summarizes the existing assessments that
would be exempt from the measure’s requirements. We
estimate that more than half of all existing assessments
would qualify for an exemption. All other existing
assessments must meet the . measure’s
requirements—including  the voter approval
requirement—by July 1, 1997.

Existing Assessments Exempt from

the Measure’s Requirements

+ Assessments previously approved by voters—or by all
property owners at the time the assessment was created.

+ Assessments where all the funds are used to repay bond
obligations.

» Assessments where all the funds are used to pay for
sidewalks, streets, sewers, water, flood control, drainage
systems or, “‘vector control” (such as mosquito control).

Taxes

Current Practice. Local governments typically use
taxes to pay for general government programs, such as
police and fire services. Taxes are “general” if their
revenues can be used to pay for many government
programs, rather than being reserved for specific
programs. Proposition 62—a statutory measure approved
by the voters in 1986—requires new local general taxes
to be approved by a majority vote of the people.
Currently, there are lawsuits pending as to whether this
provision applies to cities that have adopted a local
charter, such as Los Angeles, Long Beach, Sacramento,
San Jose, and many others. .

74

Proposed Requirements for Taxes. The measure
states that all future local general taxes, including those
in cities with charters, must be approved by a majority
vote of the people. The measure also requires existin
local general taxes established after December 31, 1994,
without a vote of the people to be placed before the voters
within two years.

Other Provisions

Burden of Proof. Currently, the courts allow local
governments significant flexibility in determining fee
and assessment amounts. In lawsuits challenging
property fees and assessments, the taxpayer generally
has the “burden of proof” to show that they are not legal.
This measure shifts the burden of proof in these lawsuits
to local government. As a result, it would be easier for
taxpayers to win lawsuits, resulting in reduced or
repealed fees and assessments.

Initiative Potwers. The measure states that
Californians have the power to repeal or reduce any local
tax, assessment, or fee through the initiative process.
This provision broadens the existing initiative powers
available under the State Constitution and local
charters.

FISCAL IMPACT

Revenue Reductions

Existing Revenues. By July 1, 1997, local
governments would be required to reduce or repeal
existing property-related fees and assessments that d
not meet the measure’s restrictions on (1) fee ana
assessment amounts or (2)-the use of these revenues. The
most likely fees and assessments affected by these
provisions would be those for: park and recreation
programs, fire protection, lighting, ambulance, business -

 improvement -programs, library, and water service.

Statewide, local government revenue reductions probably
would exceed $100 million annually. The actual level of
revenue reduction would depend in large part on how the
courts interpret various provisions of the measure. In
addition, because local governments vary significantly in
their reliance upon fees and assessments, the measure’s
impact on individual communities would differ greatly.

Within two years, local governments also would be
required to hold elections on some recently imposed taxes
and existing assessments. The total amourt of these
taxes and assessments is unknown, but probably exceeds
$100 million statewide. If voters do not approve these
existing taxes and assessments, local governments would
lose additional existing revenues.

New Revenues. The measure’s restrictions and
voter-approval requirements would constrain new and
increased fees, assessments, and taxes. As a result, local
government revenues in the future would be lower than
they would be otherwise. The extent of these revenue
reductions would depend on court interpretation of the
measure’s provisions and local government actions to
replace lost revenues.
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Summary of Revenue Reductions. In the short
term, local government revenues probably would be
reduced by more than $100 million annually. Over time,

cal government revenues would be significantly lower

aan they would otherwise be, potentially by hundreds of
millions of dollars annually. Individual and business
payments to local government would decline by the same
amount. In general these local government revenue
losses would result in comparable reductmns in spendmg
for local public services. :

Cost Increases -

Local governments would have significantly increased
costs to hold elections, calculate fees and assessments,

notify the public, and defend their fees and assessments
in court. These local increased costs are unknown, but
could exceed $10 million initially, and lesser amounts
annually after that.

School and community college dlstncts state agencies,
cities, counties, and other public agencies would have
increased costs to pay their share of assessments. The
amount of this cost is not known, but could total over
$10 million initially, and increasing amounts in the
future.

For text of Proposition 218 see page 108

. G96
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218

Voter Approval for Local Government Taxes.
Limitations on Fees, Assessments, and Charges.
Initiative Constitutional Amendment.

'Argument in Favor of Proposition 218 -

VOTE YES ON PROPOSITION 218. IT WILL GIVE YOU
THE RIGHT TO VOTE ON TAX INCREASES!

Proposition 218 guarantees your right to vote on local tax
increases—even when they are called something else, like
“gssessments” or “fees” and imposed on homeowners.

Proposition 218 guarantees your right to vote on taxes
imposed on your water, gas, electric, and telephone bills.

Proposition 218 does NOT prevent government from raising
and spending money for vital services like police, fire and
education. If politicians want to raise taxes they need only
convince local voters that new taxes are really needed.

Proposition 218 simply extends the long standing
constitutional protection against politicians imposing tax
increases without voter approval. o

After voters passed Proposition 13, politicians created a
- loophole in the law that allows them to raise taxes without
voter approval by calling taxes “assessments” and “fees.”

Once this loophole was created, one lawyer working with
politicians wrote, assessments “are now.limited only by the
limits of human imagination.” .

How imaginative can the politicians be with assessments?
Here are a few examples among thousands:

e A view tax in Southern California—the better the view of
the ocean you have the more you pay.

+ In Los Angeles, a proposal for assessments for a $2-million
scoreboard and a $6-million equestrian center to be paid
for by property owners.

¢ In Northern California, taxpayers 27 miles away from a
park are assessed because their property supposedly
benefits from that park.

e In the Central Valley, homeowners
refurbish a college football field.

are assessed to

TAXPAYERS HAVE NO RIGHT TO VOTE ON THESE
*  TAX INCREASES AND OTHERS LIKE THEM
UNLESS PROPOSITION 218 PASSES!
Proposition 218 will significantly tighten the kind of benefit
assessments that can be levied. . _
Here are examples of why fees and assessments and other
nonvoted taxes are so unfair:

¢ The poor pay the same assessments as the rich. An elderly
widow pays exactly the same on her modest home as a
tycoon with a mansion.

¢ There are now over 5,000 local districts which can impose
fees and assessments without the consent of local voters.
Special districts have increased assessments by over
2400% over 15 years. Likewise, cities have increased
utility taxes 415% and raised benefit assessments 976%, a
ten-fold increase.

Non-voted taxes on electricity, gas, water, and telephone
services hit renters and homeowners hard.

And, retired homeowners get hit doubly hard!

To confirm the impact of fees and assessments on you, look at
your property tax biil. You will see a growing list of assessments
im{msed without voter approval. The list will grow even longer
unless Proposition 218 passes. _

Proposition 218 wili allow you and your neighbors—not
politicians—to decide how high your taxes will be. It will allow
those who pay assessments to decide if what they are being
asked to pay for is worth the cost,

FOR THE RIGHT TO VOTE ON TAXES, VOTE YES C
PROPOSITION 218.

JOEL FOX

President, Howard Jarvis Taxpayers Association
JIM CONRAN

President, Consumers First

RICHARD GANN

President, Paul Gann’s Citizens Committee

Rebuttal to Argument in Favor of Proposition 218

PROPOSITION 218 IS NO FALSE ALARM . . . IT HURTS
Propositions can deceive, so carefully judge who you believe.
Beware of wild claims for new “constitutional rights” and
people who pretend concern about widows and orphans.

* Read Proposition 218 yourself and see how large

_ corporations, big landowners and foreign interests gain more

voting power than YOU. .

Promoters say you get “tax reform” . . . you may actually
get serious cutbacks in local service and FEWER VOTING
RIGHTS for millions of California citizens. ’

Sometimes we hear hysterical warnings about bad things
. that never occur . . . Proposition 218 is a REAL threat. On
Proposition 218 consider the harm to EXISTING local services,
not vague future threats:

¢ May reduce CURRENT funding for police, fire and

emergency medical programs across California.

* Worsens SCHOOL CROWDING by making public schools

pay NEW TAXES, cutting classroom teaching.

¢ Could eliminate LifeLine utility support for SENIORS and

disabled citizens.

~ CONSTITUTIONAL POWER SHIFT.

Proposition 218 etches this into the state Constitution:

* Blocks 3 million Californians from voting on tax
assessments. The struggling young couple renting a small
home, WILL HAVE NO VOTE on the assessments imposed
on the house they rent.

* Grants special land interests more voting power than
average homeowners. The “elderly widow” promoters cite
will be banned from voting if she is a renter, or her voting
power dwarfed by large property owners.

¢ Gives non-citizens voting rights on your community taxes.

Proposition 218 is a great deal for wealthy special interests,

But it's a bad deal for the average taxpayer, homeowner and
renter.

HOWARD OWENS

Congress of California Seniors

LOIS TINSON

President, California Teachers Association

RON SNIDER

President, California Association of
Highway Patrolmen

76 Arguments printed on this page are the opinions of the authors and have not been checked for accuracy by any official agency.
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‘Voter Approval for Local Government Taxes.
Limitations on Fees, Assessments, and Charges.
Initiative Constitutional Amendment.

218

Argument Against Proposition 218

PROPOSITION 218 DILUTES VOTING RIGHTS, HURTS
LOCAL SERVICES ‘

In the disguise of tax reform, Proposition 218’ Constitutional
Amendment REDUCES YOUR VOTING POWER and gives
huge voting power to corporations, foreign interests and
wealthy land owners. _

It cuts police, fire, library, park, senior, and disabled services
and diverts funds needed for classroom-size reductions.

Read Proposition 218 carefully—it’s a wolf, not a lamb!

YOU LOSE RIGHTS; CORPORATIONS, DEVELOPERS,
NON-CITIZENS GAIN VOTING POWER

Section 4(e) of Proposition 218 changes the Constitution to
give corporations, wealthy landowners and developers MORE
. VOTING POWER THAN HOMEOWNERS. It lets large outside
interests control community taxes—against the will of local
citizens.

EXAMPLE: An oil company owns 1000 acres, you own one
acre; the oil corporation gets 1000 times more voting power
than you.

While Prop. 218 gives voting power to outside interests,
Section 4(g) denies voting rights to more than 3,000,000
California renters.

Reducing American citizens’ Constitutional rights, it grants
voting rights to corporations and absentee landowners—even
foreign citizens.

EXAMPLE: A shopping center owned by a foreign citizen is
worth 100 times as much as your home; that person gets 100
“imes more voting power than you!

Every citizen should have the right to vote if a community is
voting on local assessments for police, fire, emergency medical
and library programs. It’s unfair to give voting power to
non-citizens, big landowners and developers, yet deny it to
millions of Californians.

MAY CUT LOCAL POLICE, FIRE PROTECTION .

Section 6(b)(5) eliminates vital funding sources for local
police, fire, emergency medical and library services.

Proposition 218 goes too far—may forbid emergency
assessments for earthquakes, floods and fires.

Don’t handcuff police and firefighters. The California Police
Chiefs Association, Fire Chiefs Association and California
Professional Firefighters ask you to vote NO.

The impartial Legislative Analyst’s report shows how
Proposition 218 could impede LifeLine support for the elderly
and disabled. It prohibits seniors and disabled from receiving
needed utility services unless they pay all costs themselves.

Proposition 218 cuts more than $100 million from local

services, yet wastes tens of millions each year by changing the

Constitution to require 5,000 local .elections even if local
citizens don’t want an election . . . even if the election cost is
more than the potential revenue.

MAKES SCHOOL CROWDING WORSE -

California teachers oppose Proposition 218 because Section
4(a) imposes a new tax on public school property, diverting
millions from classroom programs te pay for non-school
expenses. ’

California already has the most crowded classrooms in
America (dead last of 50 states). Proposition 218 makes school
crowding worse.

SHELL GAME

This measure takes a few good ideas, but twists and perverts
them, It cripples the best local services and puts more power
into the hands of special interests and non-citizens. :

Proposition 218 goes too far. Assessment laws DO need
improvement, but Proposition 218 is the wrong way to do it. It
does more harm than good, restricting our voting rights,
hurting schools, seniors and public safety programs.

Please vote NO on Proposition 218,

FRAN PACKARD :

President, League of Women Voters of California
CHIEF RON LOWENBERG

President, California Police Chiefs’ Association
CHIEF JEFF BOWMAN

President, California Fire Chiefs’ Association

Rebuttal to Argument Against Proposition 218

Arguments against Proposition 218 are misleading and
designed to confuse voters. In truth:
1. Proposition 218 expands your -voting rights. It
CONSTITUTIONALLY GUARANTEES your right to vote
on taxes. :

2. Under Proposition 218, only California registered voters,
including renters, can vote in tax elections. Corporations
and foreigners get no new rights.

3. Current law already allows property owners, including
" nonresidents, to act on property assessments based on the
assessment amount they pay. This is NOT created by
Proposition 218. .
4. “Lifeline” rates for elderly and disabled for telephone, gas,
and electric services are NOT affected.
5. Proposition 218 allows voter approved taxes for police, fire,
education,
Proposition 218 simply gives taxpayers the right to vote on
axes and stops politicians’ end-runs around Proposition 13,

I

Under Proposition 218, officials must convince taxpayers that
tax increases are justified. Politicians and special interest -
groups don’t like this idea. But they can't win by saying
“taxpayers should not vote on taxes,” so they use misleading
statements to confuse a simple question. ’

"That question: DO YOU BELIEVE TAXPAYERS SHOULD
HAVE THE RIGHT TOQ VOTE ON TAXES? If you answered
“yes”, VOTE YES ON PROPOSITION 218.

Read the nonpartisan, independent SUMMARY by the
Attorney General, which begins “VOTER APPROVAL FOR
LOCAL GOVERNMENT TAXES.” And, by all means read your
property tax bill, due out now. Then you'll know the truth.

FOR THE RIGHT TO VOTE ON TAXES, VOTE YES ON
PROPOSITION 218!

CAROL ROSS EVANS
Vice-President, California Taxpayers Association
FELICIA ELKINSON
Past President, Council of Sacramento
Senior Organizations

That's why ordinary taxpayers, seniors, parents, LEE PHELPS
homeowners, renters, consumer advocates, support Founder; Alliance of California Taxpayers
Proposition 218. and Involved Voters (ACTIV)
- G96
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computed as if the taxpayer was a resident for all prior years.

{e) There shall be imposed for each taxable year upon the taxable income of every estate,
trust, or common trust fund taxes equal to the amount computed under subdivision (a) for an
individual having the same amount of taxable income. :

(f) The tax imposed by this pait is not a surtax.

(g) (1) Section 1 (g) of the Internal Revenue Code, relating to certain uneamed income of
minor children taxed as if the parent’s income, shall apply, except as otherwise provided.

(2) Section 1(g)N(B)(ii)(I) of the Internal Revenue Code, relating 1o income included on
parent's return, is modified, for purposes of this part, by substituting “five dollars ($5)" for
*seventy-five dollars ($75)” and 1 percent” for **15 percent.”

(h) For each taxable year beginning on or after January 1, 1988, the Franchise Tax Board
shall recompute the income tax brackels prescribed in subdivisions (a) and (c). That
computation shall be made as follows:

(1) The. California Department of Industrial Relations shall transmit annually to the
Franchise Tax Board the percentage. change in the California Consumer Price Index for all
items from June of the prior calendar year to June of the current calendar year, no later than
August 1 of the current calendar year.

(2) The Franchise Tax Board shall do both of the following:

(A) Compute an inflation adjustment factor by adding 100 percent to the percentage
change figure that is furnished pursuant to paragraph (1) and dividing the resalt by 100.

(B) Multiply the preceding taxable year income tax brackets by the inflation adjustment
factor determined in subparagraph (A) and round off the resulting products to the nearest one
dollar ($1).

(i) (1) For purposes of this section, the term “California adjusted gross income™ includes
each of the following:

(A) For any part of the taxable year during which the taxpayer was a resident of this state
(as defined by Section 17014). all items of adjusted gross income, regardless of source.

(B) For any part of the taxable year during which the taxpayer was not a resident of this
stale, only those items of adjusted gross income which were derived from sources within this
state, determined in accordance with Chapter 11 (commencing with Section 17951),

(2) For purposes of computing “California adjusted gross income"” under paragraph (1),
the amount of any net operating loss sustained in any taxable year during any part of which
the taxpayer was not a resident of this state shall be limited to the sum of the following:

(A) The amount of the loss attributable to the part of the taxable year in which the
taxpayer was a resident. ’

(B) The amount of the loss which, during the part of the taxable year the taxpayer is not a
resident, is attributable to California source income and deductions allowable in arriving at
adjusted gross income.

(j) It is the intent of the people of the State of California in enacting the amendments fo
this section made by the statutory initiative adding this subdivision to continue those marginal
income tax rates that affect only the very highest income taxpayers and would otherwise
expire in 1996, in order 1o generate those revenues necessary to provide a basic level of local
fiscal relief and maintain the state’s ability to fulfill its other abligations. It is the intent of the
people of the State of California that any future enactment that alters the rate, base, or
burden of the state personal-income iax af least maintain the level and proporiionate share of
revenues derived from the marginal income tax rates provided for by the statutory initiative
adding this subdivision.

Section 5. Allocation of revenues from state to local government.

Section 19603 of the Revenue and Taxation Code is amended to read:

19603. Fhe («) Except as provided in subdivision (b), the balance of the moneys in the
Personal Income Tax Fund shall, upon order of the Controller, be drawn therefrom for *he
purpose of making refunds under this part or be transferred to the General Fund
undelivered refund warrants shall be redeposited in the Personal Income Tax Fund
receipt by the Controller.

(b) (1) (A) Subject to any reduction required by subparagraph (B), on December | of
each fiscal year, there is hereby deposited in the Local Agency Fiscal Restoration Accowun,
which is hereby created in the General Fund, that additional amount of personal income tax
revenue that is collected for the immediately preceding taxable year as a result of the
amendments 1o Section 17041 made by the statutory inifiative adding this subdivision, which
continue in existence the two highest personal incomne tax rates.

(B) Norwithstanding any other provision of luw, any increase resulting from the statutory
initiative adding this subdivision in the amount of state educational funding required by
Section & of Article XV1 of the California Constitution and any implementing statute shail be
funded from a reduction in the amount of the deposit otherwise required by subparagraph (A).
In no event shall the statutory initiative adding this subdivision vesult in a level of state
educational funding that is less than the level of state education funding that would occur in
the absence of that measure.

(2) In each fiscal year, the fill amount of revenues that is deposited in the Local Agency
Fiscal Restoration Account pursuant to paragraph (1) is hereby appropriated 10 the
Controller for apportionment among all counties in the siate. Based upon information
provided by the Department of Finance, the Controller shall make an apportionment to each
county in accordance with the proportion that the total amount of revenue, required to be
shifted for the prior fiscal year from all local agencies in the county as a result of Sections
97.2 and 97.3, bears to the total amount required to be shifted for the prior fiscal year as a
result of those same sections for all local agencies in the state. For purposes of determining
proportionate shares pursuant to the preceding sentence, the Controller shall reduce the total
amount of shift revenue deternined for all local agencies of a county by the total amount of
revenue allocated in that county pursuant to Section 35 of Article XIII of the California
Constitution, and shall also reduce the total amount of shift revenues determined for all local
agencies in the state by the total amount of revenue allocated in the state pursuant to that
same constitutional provision. Each apportionment received by a county pursuant to this
section shall be deposited by the county treasurer as provided in Section 30061 of the
Government Code. For purposes of this subdivision, “local agency" has the same meaning as
that same term is used in Section 30061 of the Government Code.

(c) It is the intent of the people of the State of California in enacting subdivision (b} to
make those personal income fax revenues, derived from the tax rates imposed upon only the
very highest income taxpayers, available o relieve local agencies that have been required by
state law to assume a portion of the state’s funding burden, and thereby allow those agencies
10 better fund essential public services.

Section 6. The Legislature may amend this measure only by a statute, passed in r
house of the Legislature by a two-thirds vote, that is consistent with and furthers the purg
of this measure. However, the Legislature may enact a statute to implement subdivision (hj o
Section | of this measure with the approval of only a majority of each house of the
Legislature.

Proposition 218: Text of Proposed Law

This initiative measure is submitted to the people in accordance with the
provisions of Article [T, Section 8 of the Constitution. .

This initiative measure expressly amends the Constitution by adding article
thereto; therefore, new provisions proposed to be added are printed in italic type
to indicate that they are new.

PROPOSED ADDITION OF ARTICLE XIII C
AND ARTICLE XIII D

RIGHT TO VOTE ON TAXES ACT

SECTION !. TITLE. This act shall be known and may be cited as the “Right to Vote
on Taxes Acl.”

SECTION 2. FINDINGS AND DECLARATIONS. The people of the State of
California hereby find and declare that Proposition 13 was intended to provide effective tax
relief and to require voter approval of tax increases. However, local governments have
subjected taxpayers lo excessive tax, assessment, fee and charge increases that not only
frustratc the purposes of voter approval for tax increases, but also threaten the economic
security of all Californians and the Califomia economy itself. This measure protects taxpayers
by limiting the methods by which local governments exact revenue from taxpayers without
their consent.

SECTION 3. VOTER APPROVAL FOR LOCAL TAX LEVIES. Article X1II C is
added to the California Constitution to read:

ARTICLE XIlI C

SECTION 1. Definitions. As used in this article:

{a) ““General tax” means any tax imposed for generul governmental purposes.

(b} “Local government” means any county, ciry, city and county, including a charter city
or county, any special districl, or any other local or regional governmemal entity.

(c) “Special district” means an ugency of the siate, formed pursuant to general law or a
special act, for the local performance of governmental or proprietary funciions with limited
geographic boundaries including, bur not limited to, school districts and redevelopment
agencies.

(d) “Special tax” means any tax imposed for specific purposes, including a tax imposed
for specific purposes, which is placed into a general fund.

SEC. 2. Local Government Tax Limitation. Notwithsianding any other provision of this
Constitution:

(aj All taxes imposed by any local government shall be deemed 1o be either general taxes
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or special taxes. Special purpose districts or agencies, including school districts, shall have
1o power to levy general taxes.

(b} No local government may impose, extend, or increase any general tax unless and until
that tax is submitted to the electorate and approved by a majority vote. A general 1ax shall not
be deemed to have been increased if it is imposed at a rate not higher than the maximum rate
50 approved. The election required by this subdivision shall be consolidated with a regidarly
scheduled general election for members of the governing body of the local government,
except in cuses of emergency declared by a unanimous vote of the governing body.

(c) Any general tax imposed, extended, or increased, without voter approval, by any local
government on or after January 1, 1995, and prior 1o the effective date of this ariicle, shall
continue to be imposed only if approved by a majority vote of the voters voting in an election
on the issue of the imposition, which election shall be held within two years of the effective
date of this article and in compliance with subdivision (b).

(d} No local government may impose, extend, or increase any special tax unless and until
that tax is submitted to the electorate and approved by a two-thirds vote. A special tax shall
not be deemed to have been increased if it is imposed at a rate not higher than the maximum
rate so approved. .

SEC. 3. Initiative Power for Local Taxes, Assessments, Fees and Charges.
Notwithstanding any other provision of this Constitution, including, but not limited to,
Sections 8 and 9 of Article 11, the initiative power shall not be prohibited or otherwise limited
in matters of reducing or repealing any local tax, assessment, fee or charge. The power of
initiative 10 affect local taxes, assessments, fees and charges shall be applicable to all local
governments and neither the Legislature nor any local government charter shall impose a
signature requirement higher than that applicable to statewide statutory initiatives.

SECTION 4. ASSESSMENT AND PROPERTY RELATED FEE REFORM.
Article XIIT D is added to the California Constitution to read:

ARTICLE XIlID

SECTION 1. Application. Notwithstanding any other provision of law, the provisions ~*
this article shall apply to all assessments, fees and charges, whether imposed pursua, -
state slatute or local government charter authority. Nothing in this article or Article X1,
shall be construed t0: ’ :

(a) Provide any new authority to anv agency 1o impose a tax, assessment, fee, or charge.

(b) Affect existing laws relating to the imposition of fees or charges as a condition of
property development.

{c) Affect existing laws relating 10 the imposition of timber vield taxes.
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SEC. 2. Definitions. As used in this article:

(a) “Agency” means any local government as.defined in subdivision (b) of Section 1 of
Article XTI C.

(b} “Assessment” means any levy or charge upon real property by an agency for a special
paofit conferred upon the real property. “Assessment” includes, but is not limited to,

‘ial assessment,” “benefil assessmeni,” “maintenance assessment” and “special
sment tax.”

(c) “Capital cost” means the cost of acquisition, installation, construction, reconstruction,
or replacement of a permanent public improvement by an agency.

(d) "District” means an area determined by an agency to contain all parcels which will
receive a special benefit from a proposed public improvement or property-related service.

(¢) “Fee” or “charge” means any levy other than an ad valorem 1ax, a special tax, or an
assessment, imposed by an agency upon a parcel or upon a person as an incident of property
ownership, including a user fee or charge for a property reluted service.

(f) “"Maintenance and operation expenses” means the cost of rent, repair, replacement,
rehabilitation, fuel, power, elecirical current, care, and supervision necessary to properly
operate and maintain a permanent public improvemen.

(g) “Property ownership” shall be deemed to include tenancies of real property where
tenants are directly liable to pay the assessment, fee, or charge in question.

(h) “Property-related service” means a public service having a direct relationship 10
property ownership.

< (i) “Special benefit” means a particular and distinct benefit over and above general
benefits conferred on real property located in the district or to the public at large. General
enhancement of property value does not constitute “special benefir.”

SEC. 3. Property Taxes, Assessments, Fees and Charges Limited. (a) No 1ax,
assessment, fee, or charge shall ‘be assessed by any agency upon any parcel of property or
upon any person as an incident of property ownership excepi:

(1) The ad valorem property tax imposed pursuant 1o Article XII and Article XIll A.

(2) Any special tax receiving a two-thirds vote pursuant to Section 4 of Article Xl A.

(3) Assessments as provided by this article.

(4) Fees or charges for property related services as provided by this article.

(b) For purposes of this article, fees for the provision of electrical or gas service shall nor
be deemed charges or fees imposed as an incident of property ownership.

SEC. 4. Procedures and Requirements for All Assessments. (a) An agency which
proposes 1o levy an assessment shall identify all parcels which will have a special benefit
conferred upon them and upon which an assessment will be imposed. The proportionate
special benefit derived by each identified parcel shall be determined in relationship to the
entirety of the capital cost of a public improvement, the maintenance and operaiion expenses
of a public improvement, or the cost of the property related service being provided. No
assessment shall be imposed on any parcel which exceeds the reasonable cost of the
proportional special benefit conferred on that parcel. Only special benefits are assessable,
and an agency shall separate the general benefits from the special benefits conferred on.a
norcel. Parcels within a district that are owned or used by any agency, the State of California

» United States shall not be exempt from assessment unless the agency can demonsirate
ear and convincing evidence that those publicly owned parcels in fact receive no special
benefit.

(b) All assessments shall be supporied by a derailed engineer’s report prepared by a
registered professional engineer certified by the State of California.

(¢} The amount of the proposed assessment for each identified parcel shall be calculated
and the record owner of each parcel shall be given written notice by mail of the proposed
assessment, the total amount thereof chargeable to the entire district, the amount chargeable
1o the owner’s particular parcel, the duration of the payments, the reason for the assessment
and the basis upon which the amount of the proposed assessment was calculated, together
with the date, time, and location of a public hearing on the proposed assessment. Each notice
shall also include, in a conspicuous place thereon, a summary of the procedures applicable 1o
the completion, return, and tabulation of the ballots required pursuani to subdivision (d),
including a disclosure statemens that the existence of a majority protest, as defined in
subdivision (e), will result in the assessment not being imposed.

(d) Each notice mailed 1o owners of identified parcels within the district pursuant to
subdivision (c} shall coniain a ballot which includes the agency’s address for receipt of the
ballot once completed by any owner receiving the notice whereby the owner may indicate his
or her name, reasonable identification of the parcel, and his or her support or opposition to
the proposed assessment. :

(ej The agency shall conduct a public hearing upon the proposed assessnient not less than
45 days after mailing the notice of the proposed assessment to record owners of each
identified parcel. At the public hearing, the agency shall consider all protests against the
proposed assessment and 1abulate the ballots. The agency shall not impose an assessmeni if
there is a majority protest. A majority proiest exisis if, upon the conclusion of the hearing,
ballots submitted in opposition 1o the assessment exceed the ballots submitred in favor of the
assessment. In tabulating the ballots, the ballots shall be weighted according to the
proportional financial obligation of the affected property.

() In any legal action contesting the validity of any assessment, the burden shall be on the
agency to demonstrate that the property or properties in question receive a special benefit
over and above the benefits conferred on the public at large and that the amount of any
contested assessment is proportional to, and no greater than, the benefits conferred on the
property or properties in question.

(g) Because only special benefits are assessable, electors residing within the district who
do not own property within the district shall not be deemed under this Constitution to have
been deprived of the right 10 vote for any assessment. If a court determines that the

Constitution of the United States or other federal law requires otherwise, the assessment shall

not be imposed unless approved by a two-thirds vote of the electorate in the district in
addition to being approved by the property owners as required by subdivision (e).

SEC. 5. Effective Date. Pursuant 1o subdivision (a) of Section 10 of Article II, the
provisions of this article shall become effective the day after the election wunless otherwise
provided. Beginning July 1, 1997, all existing, new, or increased assessments shall comply
with this article. Nonvithsianding the foregoing, the following usse$sments existing on the
effective date of this article shall be exempt from the procedures and approval process set
forth in Section 4: '

(a) Any assessment imposed exclusively 1o finance the capital cosis or maintenance and
operation expenses for sidewalks, streets, sewers, water, flood control, drainage systems or
vector control. Subsequent increases in such assessments shall be subject (o the procedures
and approval process set forth in Section 4.

(b) Any assessment imposed pursuant fo a petition signed by the persons owning all of the
parcels subject 10 the assessment al the time the assessment is initially imposed. Subsequent
increases in such assessments shall be subject 10 the procedures and approval process set
Sorth in Section 4.

(c) Any assessment the proceeds of which are exclusively used to repay bonded
indebtedness of which the failure to pay would violate the Contract Impairment Clause of the
Constitution of the United States.

(d) Any assessment which previously received majority voter approval from the voters
voting in an election on the issue of the assessmeni. Subsequent increases in those
assessments shall be subject to the procedures and approval process sei forth in Section 4.

SEC. 6. Property Related Fees and Charges. (a) Procedures for New or Increased
Fees and Charges. An agency shall follow the procedures pursuant to this section in
imposing or increasing any fee or charge as defined pursuant to this article, including, but
not limited lo, the following:

(1) The parcels upon which a fee or charge is proposed for imposition shall be identified.
The amount of the fee or charge proposed to be imposed upon each parcel shall be
calculated. The ugency shall provide written notice by mail of the proposed fee or charge 10
the record owner of each identified parcel upon which the fee or charge is proposed for
imposition, the amount of the fee or charge proposed 1o be imposed upon each, the basis upon
which the amount of the proposed fee or charge was calculated, the reason for the fee or
charge, together with the date, time, and location of a public hearing on the proposed fee or
charge. :

(2) The agency shall conduct a public hearing upon the proposed fee or charge noi less
than 45 days after mailing the notice of the proposed fee or charge 1o the record owners of
each identified parcel upon which the fee or charge is proposed for imposition. At the public
hearing, the agency shall consider all protests against the proposed fee or charge. If written
prolests agains! the proposed fee or charge are presented by a majority of owners of the
identified parcels, the agency shall not impose the fee or charge.

(b) Requirements for Existing, New or Increased Fees and Charges. A fee or charge
shall not be extended, imposed, or increased by any agency unless it meets all of the following
requirements:

(1) Revenues derived from the fee or charge shall not exceed the funds required to provide
the property related service.

(2) Revenues derived from the fee or charge shall not be used for any purpose other than
that for which the fee or charge was imposed. .

(3) The amount of a fee or charge imposed upon any parcel or person as an incident of
properry ownership shall not exceed the proportional cost of the service antributable fo the
parcel,

(4) No fee or charge may be imposed for a service unless that service is actually used by,
or immediately available 10, the owner of the property in question. Fees or charges based on
potential or future use of a service are not permitied. Standby charges, whether characterized
as charges or assessments, shall be classified as assessments and shall not be imposed
without compliance with Section 4.

(5) No fee or charge may be imposed for general governmental services including, but not

limited to, police, fire, ambulance or library services, where the service is available to the
public at large in substantially the same manner as it is 1o property owners.
Reliance by an agency on any parcel map, including, but not limited to, an assessor’s parcel
map, may be considered a significant factor in determining whether a fee or charge is
imposed as an incident of property ownership for purposes of this article. In any legal action
contesting the validity of a fee or charge, the burden shall be on the agency to demonstrite
compliance with this article.

(c) Voter Approval for New or Increased Fees and Charges. Except for fees or charges
for sewer, water, and refuse collection services, no property related fee or charge shail be
imposed or increased unless and wniil that fee or charge is submitted and approved by a
majority vote of the property owners of the property subject 10 the fee or charge or, at the
option of the agency, by a two-thirds vote of the electorate residing in the affected area. The
election shall be conducted not less than 45 days after the public hearing. An agency may
adopt procedures similar 10 those for increases in assessments in the conduct of elections
under this subdivision.

(d) Beginning July 1, 1997, all fees or charges shall comply with this section.

SECTION 5. LIBERAL CONSTRUCTION. The provisions of this act shall be
liberally construed to effectuate its purposes of limiting local government revenue and
enhancing taxpayer consent.

SECTION 6. SEVERABILITY. If any provision of this act, or part thereof, is for any .
reason held to be invalid or unconstitutional, the remaining sections shall not be affected, but
shall remain in full force and effect, and to this end the provisions of this act are severable.
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PROPOSITION

26

REQUIRES THAT CERTAIN STATE AND LOCAL FEES BE APPROVED BY TWO-THIRDS VOTE.
FEES INCLUDE THOSE THAT ADDRESS ADVERSE IMPACTS ON SOCIETY OR THE ENVIRONMENT
CAUSED BY THE FEE-PAYER'S BUSINESS. INITIATIVE CONSTITUTIONAL AMENDMENT.

OFFICIAL TITLE AND SUMMARY

PREPARED BY THE ATTORNEY GENERAL

REQUIRES THAT CERTAIN STATE AND LOCAL FEES BE APPROVED BY TWO-THIRDS VOTE.
FEES INCLUDE THOSE THAT ADDRESS ADVERSE IMPACTS ON SOCIETY OR THE ENVIRONMENT
CAUSED BY THE FEE-PAYER'S BUSINESS. INITIATIVE CONSTITUTIONAL AMENDMENT.

Requires that certain state fees be approved by two-thirds vote of Legislature and certain local fees be

approved by two-thirds of voters.

* Increases legislative vote requirement to two-thirds for certain tax measures, including those that do
not result in a net increase in revenue, currently subject to majority vote.

Summary of Legislative Analyst's Estimate of Net State and Local Government Fiscal Impact: |

*  Decreased state and local government revenues and spending due to the higher approval requirements
for new revenues. The amount of the decrease would depend on future decisions by governing bodies
and voters, but over time could total up to billions of dollars annually.

» Additional state fiscal effects from repealing recent fee and tax laws: (1) increased transportation
program spending and increased General Fund costs of $1 billion annually, and (2) unknown

potential decrease in state revenues.

ANALYSIS BY THE LEGISLATIVE ANALYST
BACKGROUND

State and local governments impose a variety of
taxes, fees, and charges on individuals and
businesses. Taxes—such as income, sales, and
property taxes—are typically used to pay for general
public services such as education, prisons, health,
and social services. Fees and charges, by comparison,
typically pay for a particular service or program
benefitting individuals or businesses. There are three
broad categories of fees and charges:

»  User fees—such as state park entrance fees and

garbage fees, where the user pays for the cost of
a specific service or program.

* - Regulatory fees—such as fees on restaurants to
pay for health inspections and fees on the
purchase of beverage containers to support
recycling programs. Regulatory fees pay for
programs that place requirements on the
activities of businesses or people to achieve
particular public goals or help offset the public
or environmental impact of certain activities.

*  Property charges—such as charges imposed on
property developers to improve roads leading
to new subdivisions and assessments that pay
for improvements and services that benefit the
property owner.

Figure 1
Approval Requirements: State and Local Taxes, Fees, and Charges

Tax Two-thirds of each house
of the Legisiature for
measures increasing state
revenues.

Fee Majority of each house of

the Legislature.

Property Charges Majority of each house of

the Legislature.

» Two-thirds of local voters if the local
government specifies how the funds will be
used.

» Majority of local voters if the local government
does not specify how the funds will be used.

Generally, a majority of the governing body.

Generally, a majority of the governing body.
Some also require approval by a majority of
property owners or two-thirds of chal voters.

56 | Title and Summary | Analysis



PROP  REQUIRES THAT CERTAIN STATE AND LOCAL FEES BE APPROVED BY TWO-THIRDS VOTE.

FEES INCLUDE THOSE THAT ADDRESS ADVERSE IMPACTS ON SOCIETY OR THE ENVIRONMENT
CAUSED BY THE FEE-PAYER'S BUSINESS. INITIATIVE CONSTITUTIONAL AMENDMENT.

VANALYSIS BY THE LEGISLATIVE ANALYST

State law has different approval requirements
regarding taxes, fees, and property charges. As -
Figure 1 shows, state or local governments usually
can create or increase a fee or charge with a majority
vote of the governing body (the Legislature, city
council, county board of supervisors, etc.). In
contrast, increasing tax revenues usually requires
approval by two-thirds of each house of the state
Legislature (for state proposals) or a vote of the
people (for local proposals).

Disagreements Regarding Regulatory Fees. Over
the years, there has been disagreement regarding the
difference between regulatory fees and taxes,
particularly when the money is raised to pay for a
program of broad public benefit. In 1991, for
example, the state began imposing a regulatory fee
on businesses that made products containing lead.
The state uses this money to screen children at risk
for lead poisoning, follow up on their treatment, and
identify sources of lead contamination responsible
for the poisoning. In court, the Sinclair Paint
Company argued that this regulatory fee was a tax

CONTINUED

because: (1) the program provides a broad public
benefit, not a benefit to the regulated business, and
(2) the companies that pay the fee have no duties
regarding the lead poisoning program other than
payment of the fee. ‘

In 1997, the California Supreme Court ruled that
this charge on businesses was a regulatory fee, not a
tax. The court said government may impose
regulatory fees on companies that make
contaminating products in order to help correct
adverse health effects related to those products.
Consequently, regulatory fees of this type can be
created or increased by (1) a majority vote of each
house of the Legislature or (2) a majority vote of a
local governing body.

PROPOSAL

This measure expands the definition of a tax and a
tax increase so that more proposals would require
approval by two-thirds of the Legislature or by local
voters. Figure 2 summarizes its main provisions.

Figure 2
Major Provisions of Proposition 26

‘/ Expands the Scope of What Is a State or Local Tax

» Classifies as taxes some fees and charges that government currently may impose with a majority vote.

* As a result, more state revenue proposals would require approval by two-thirds of each house of the
Legislature and more local revenue proposals would require local voter approval.

‘/ Raises the Approval Requirement for Some State Revenue Proposals

* Requires a two-thirds vote of each house of the Legislature to approve laws that increase taxes on any
taxpayer, even if the law’s overall fiscal effect does not increase state revenues.

‘/ Repeals Recently Passed, Conflicting State Laws

* Repeals recent state laws that conflict with this measure, unless they are approved again by two-thirds
of each house of the Legislature. Repeal becomes effective in November 2011.

For text of Proposition 26, see page 114.
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ANALYSIS BY THE LEGISLATIVE ANALYST
Definition of a State or Local Tax

Expands Definition. This measure broadens the
definition of a state or local tax to include many
payments currently considered to be fees or charges.
As a result, the measure would have the effect of
increasing the number of revenue proposals subject
to the higher approval requirements summarized in
Figure 1. Generally, the types of fees and charges
that would become taxes under the measure are ones
that government imposes to address health,
environmental, or other societal or economic
concerns. Figure 3 provides examples of some
regulatory fees that could be considered taxes, in
part or in whole, under the measure. This is because
these fees pay for many services that benefit the
public broadly, rather than providing services
directly to the fee payer. The state currently uses
these types of regulatory fees to pay for most of its
environmental programs.

Certain other fees and charges also could be
considered to be taxes under the measure. For
example, some business assessments could be
considered to be taxes because government uses the
assessment revenues to improve shopping districts

CONTINUED

(such as providing parking, street lighting, increased
security, and marketing), rather than providing a
direct and distinct service to the business owner.

Some Fees and Charges Are Not Affected. The

change in the definition of taxes would not affect
most user fees, property development charges, and
property assessments. This is because these fees and
charges generally comply with Proposition 26’
requirements already, or are exempt from its
provisions. In addition, most other fees or charges in
existence-at the time of the November 2, 2010
election would not be affected unless:

*  The state or local government later increases or
extends the fees or charges. (In this case, the
state or local government would have to
comply with the approval requirements of
Proposition 26.) ‘

* The fees or charges were created or increased
by a state law—passed between January 1,
2010 and November 2, 2010—that conflicts
with Proposition 26 (discussed further below).

Approval Requirement for State Tax Measures

Current Requirement. The State Constitution
currently specifies that laws enacted “for the purpose

Figure 3
Regulatory Fees That Benefit the Public Broadly

Qil Recycling Fee

* Public information and education programs.

* Payments to local used oil collection programs.
* Payment of recycling incentives.

* Research and demonstration projects.

Hazardous Materials Fee

funds for:
* Clean up of toxic waste sites.
» Promotion of pollution prevention.
« Evaluation of waste source reduction plans.
~ | « Certification of new environmental technologies.
Fees on Alcohol Retailers

» Code and law enforcement.

The state imposes a regulatory fee on oil manufacturers and uses the funds for:

* Inspections and enforcement of used-oil recycling facilities.

The state imposes a regulatory fee on businesses that treat, dispose of, or recycle hazardous waste and uses the

Some cities impose a fee on alcohol retailers and use the funds for:

» Merchant education to reduce public nuisance problems associated with alcohol (such as violations of alcohol
laws, violence, loitering, drug dealing, public drinking, and graffiti).
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ANALYSIS BY THE LEGISLATIVE ANALYST

of increasing revenues” must be approved by two-
thirds of each house of the Legislature. Under
current practice, a law that increases the amount of
taxes charged to some taxpayers but offers an equal
(or larger) reduction in taxes for other taxpayers has
been viewed as not increasing revenues. As such, it
can be approved by a majority vote of the
Legislature.

New Approval Requivement, The measure
specifies that state laws that result in any taxpayer
paying a higher tax must be approved by two-thirds
of each house of the Legislature.

State Laws in Conflict With Proposition 26

- Repeal Requirement. Any state law adopted
between January 1, 2010 and November 2, 2010
that conflicts with Proposition 26 would be repealed
one year after the proposition is approved. This
repeal would not take place, however, if two-thirds
of each house of the Legislature passed the law again.

Recent Fuel Tax Law Changes. In the spring of
2010, the state increased fuel taxes paid by gasoline
suppliers, but decreased other fuel taxes paid by
gasoline retailers. Overall, these changes do not raise
more state tax revenues, but they give the state
greater spending flexibility over their use.

Using this flexibility, the state shifted about $1
billion of annual transportation bond costs from the
state’s General Fund to its fuel tax funds. (The
General Fund is the state’s main funding source for
schools, universities, prisons, health, and social
services programs.) This action decreases the amount
of money available for transportation programs, but
helps the state balance its General Fund budget.
Because the Legislature approved this tax change
with a majority vote in each house, this law would
be repealed in November 2011—unless the
Legislature approved the tax again with a two-thirds
vote in each house.

Other Laws. At the time this analysis was
prepared (early in the summer of 2010), the
Legislature and Governor were considering many
new laws and funding changes to address the state’s
major budget difficulties. In addition, parts of this -
measure would be subject to future interpretation by
the courts. As a result, we cannot determine the full
range of state laws that could be affected or repealed
by the measure.

For text of Proposition 26, see page 114,

~ CONTINUED
FISCAL EFFECTS

Approval Requirement Changes. By expanding
the scope of what is considered a tax, the measure
would make it more difficult for state and local
governments to pass new laws that raise revenues.
This change would affect many environmental,
health, and other regulatory fees (similar to the ones
in Figure 3), as well as some business assessments
and other levies. New laws to create—or extend—
these types of fees and charges would be subject to
the higher approval requirements for taxes.

The fiscal effect of this change would depend on
future actions by the Legislature, local governing
boards, and local voters. If the increased voting
requirements resulted in some proposals not being
approved, government revenues would be lower than
otherwise would have occurred. This, in turn, likely
would result in comparable decreases in state
spending. '

Given the range of fees and charges that would be
subject to the higher approval threshold for taxes,
the fiscal effect of this change could be major. Over
time, we estimate that it could reduce government
revenues and spending statewide by up to billions of
dollars annually compared with what otherwise
would have occurred.

Repeal of Conflicting Laws. Repealing conflicting
state laws could have a variety of fiscal effects. For
example, repealing the recent fuel tax laws would

_increase state General Fund costs by about $1 billion

annually for about two decades and increase funds
available for transportation programs by the same
amount.

Because this measure could repeal laws passed after
this analysis was prepared and some of the measure’s
provisions would be subject to future interpretation
by the courts, we cannot estimate the full fiscal effect
of this repeal provision, Given the nature of the
proposals the state was considering in 2010,
however, it is likely that repealing any adopted
proposals would decrease state revenues (or in some
cases increase state General Fund costs). Under this

_proposition, these fiscal effects could be avoided if

the Legislature approves the laws again with a two-
thirds vote of each house.
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% ARGUMENT IN FAVOR OF PROPOSITION 26 &

YES ON PROPOSITION 26: STOP POLITICIANS FROM
ENACTING HIDDEN TAXES

State and local politicians are using a loophole to impose
Hidden Taxes on many products and services by calling them
“fees” instead of taxes. Here’s how it works:

At the State Level: )

» California’s Constitution requires a two-thirds vote of the

Legislature for new or increased taxes, but the politicians use
a gimmick to get around this by calling their taxes “fees” so
they can pass them with only a bare majorizy vore.

At the Local Level: _

» Most tax increases at the local level require voter approval.
Local politicians have been calling taxes “fees” so they can
bypass voters and raise taxes without voter permission—
taking away your right to stop these Hidden Taxes at the
ballot. .

PROPOSITION 26 CLOSES THIS LOOPHOLE

Proposition 26 requires politicians to meer the same vote
requirements to pass these Hidden Taxes as they must to raise
other taxes, protecting California taxpayers and consumers by
requiring these Hidden Taxes to be passed by a two-thirds vote of
the Legislature and, at the local level, by public vote.

PROPOSITION 26 PROTECTS ENVIRONMENTAL AND
CONSUMER REGULATIONS AND FEES

Don't be misled by opponents of Proposition 26. California has -
some of the strongest environmental and consumer protection
Jaws in the country. Proposition 26 preserves those laws and
PROTECTS LEGITIMATE FEES SUCH AS THOSE TO
CLEAN UP ENVIRONMENTAL OR OCEAN DAMAGE,
FUND NECESSARY CONSUMER REGULATIONS, OR
PUNISH WRONGDOING, and for licenses for professional
certification or driving.

DON’T LET THE POLITICIANS CIRCUMVENT OUR
CONSTITUTION TO TAKE EVEN MORE MONEY
FROM US

Politicians have proposed more than $10 &illion in Hidden
Taxes. Here are a few examples of things they could apply Hidden

Do you want corporations to write special protections into
California’s Constitution?

Should California protect polluters at the expense of public
safety?

That’s what Prop. 26 is: big oil, tobacco, and alcohol companies
want taxpayers to pay for cleaning their mess. As a result, local
police and fire departments will have fewer resources to keep
us safe.

The claim that Prop. 26 won't harm consumers and the
environment is false. Corporations are spending millions
misleading voters into thinking that the payments made by
companies that pollute or harm public health are “hidden taxes.”
The campaign’s own website cited “Oil severance fee to mitigate
oil spill clean up, and build larger response and enforcement
capabilities” as a hidden tax. .

Here are some other fees they don’t want to pay—listed in their
own documents:

* Fees on polluters to clean up hazardous waste

» Fees on oil companies for oil spill cleanu

» Fees on tobacco companies for the adverse health effects of

tobacco products.
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% REBUTTAL TO ARGUMENT IN FAVOR OF PROPOSITION 26 %

Taxes to unless we stop them:

* Food * Gas * Toys * Water

* Cell Phones * Electricity * Insurance ¢ Beverages

* Emergency Services * Entertainment

PROPOSITION 26: HOLD POLITICIANS
ACCOUNTABLE

“State politicians already raised taxes by $18 billion. Now,
instead of controlling spending to address the budger deficit,
they’re using this gimmick to increase taxes even more! It's time
for voters to STOP the politicians by passing Proposition 26.”—
Teresa Casazza, California Taxpayers’ Association

Local politicians play tricks on voters by disguising taxes as
“fees” so they don’t have to ask voters for approval. They need
to control spending, not use loopholes to raise raxes! It’s time to
hold them accountable for runaway spending and to stop Hidden
Taxes at the local level.

YES ON PROPOSITION 26: PROTECT CALIFORNIA
EAMILIES

California families and small businesses can’t afford new and
higher Hidden Taxes that will kill jobs and hurt families. When
government increases Hidden Taxes, consumers and taxpayers pay
increased costs on everyday items. :

“The best way out of this recession is to grow the econom
and create jobs, not increase taxes. Proposition 26 will send a
message to politicians that it’s time to clean up wasteful spending
in Sacramento.”—]John Kabateck, National Federation of
Independent Business/California

VOTE YES ON PROPOSITION 26 TO STOP HIDDEN
TAXES—www No25 Yes26.com

TERESA CASAZZA, President

California Taxpayers’ Association

ALLAN ZAREMBERG, President

California Chamber of Commerce

JOEL FOX, President

Small Business Action Committee

PROPOSITION 26 IS BAD FOR THE ENVIRONMENT,
PUBLIC SAFETY, & TAXPAYERS. : '

The California Professional Firefighters, League of Women
Voters of California, California Nurses Association, Sierra Club,
Planning & Conservation League, Californians Against Waste,
and California Tax Reform Association all oppose 26 because
it would force ordinary citizens to pay for the damage done by
polluters. '

Californians can't afford to clean up polluters’ messes when
local governments are cutting essential services like police and fire
departments.

WE NEED TO PROTECT THE PUBLIC, NOT POLLUTERS!

VOTE NO on 26.

RON COTTINGHAM, President

Peace Officers Research Association of California

WARNER CHABOT, Chief Executive Officer

California League of Conservation Voters

PATTY VELEZ, President

California Association of Professional Scientists

Arguments printed on this page are the opinions of the authors and have not been checked for accuracy by any official agency.
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% ARGUMENT AGAINST PROPOSITION 26 %

Should polluters be protected from paying to clean up the
damage they do?

Should taxpayers foot the bill instead?

The answer is NO, and that’s why voters should reject
Proposition 26, the Polluter Protection Act.

Who put Prop. 26 on the balloe? Oil, tobacco, and alcohol
companies provided virtually all the funding for this measure,
including Chevron, Exxon Mobil, and Phillip Motris.

Their goal: to shift the burden of paying for the damage these
companies have done onto the taxpayers.

How does this work? Prop. 26 redefines payments for harm to
the environment or public health as tax increases, requiring a 2/3
vote for passage.

Such payments, or pollution fees on public nuisances, would
become much harder to enact—leaving taxpayers to foot the bill.
California has enough problems without forcing taxpayers to pay
for cleaning up after polluting corporations.

Companies that pollute, harm the public health, or create a
public nuisance should be required to pay to cover the damage
they cause.

But the big oil, tobacco, and alcohol corporations want you,
the taxpayet, to pay for cleaning up their messes. That’s why these
corporations wrote Proposition 26 behind closed doors, with
zero public input, and why they put up millions of dollars to get
Proposition 26 on the ballot.

Proposition 26 is just another attempt by corporations to
protect themselves at the expense of ordinary citizens. The
problem isn’t taxes “hidden” as fees; it’s the oil and tobacco
companies hiding their true motives:

* Polluters don’t want to pay fees used to clean up hazardous

waste.

+ Oil companies don’t want to pay fees used for cleaning up oil

spills and fighting air pollution.

* Tobacco companies don’t want to pay fees used for

addressing the adverse health effects of tobacco products.

* Alcohol companies don't want to pay fees used for police
protection in neighborhoods and programs to prevent
underage drinking.

One of the'so-_callec? “hidden taxes” identified by the
Proposition 26 campaign is a fee that oil companies pay in order
to cover the cost of oil spill clean-up, like the one in the Gulf. The
oil companies should be responsible for the mess they create, not
the taxpayers.

Proposition 26 will harm local public safety and health, by
requiring expensive litigation and endléss elections in order for
local government to provide basic services. Fees on those who
do harm should cover such costs as policing public nuisances or
repairing damaged roads.

The funds raised by these fees are used by state and local
governments for essential programs like fighting air pollution,
cleaning up environmental disasters and monitoring hazardous
waste. They require corporations such as tobacco companies to
pay for the harm they cause.

If Proposition 26 passes, these costs would have to be paid for
by the taxpayers. :

DON'T PROTECT POLLUTERS. Join California
Professional Firefighters, California Federation of Teachers,
California League of Conservation Voters, California Nurses -
Association, Consumer Federation of California, and California
Alliance for Retired Americans, and vote NO on 26.

“www.stoppolluterprotection.com

JANIS R. HIROHAMA, President

League of Women Voters of California

JANE WARNER, President

‘American Lung Association in California

BiLL MAGAVERN, Director

- Sierra Club California

% REBUTTAL TO ARGUMENT AGAINST PROPOSITION 26 %

Proposition 26 fixes a loophole that allows politicians to impose
new taxes on businesses and consumers by falsely calling them
“fees”.

Proposition 26 stops politicians from increasing Hidden Taxes
on food, water, cell phones and even emergency services—
BILLIONS OF DOLLARS IN HIGHER COSTS THAT
CONSUMERS WILL PAY, NOT BIG CORPORATIONS.

Politicians and special interests oppose Prop. 26 because they
want to take more money from working California families by
putting “fees” on'everything they can think of. Their interest
is simple—more taxpayer money for the politicians to waste,
including on lavish public pensions.

Here are the facts:

Prop. 26 protects legitimate fees and WON'T
ELIMINATE OR PHASE OUT ANY OF CALIFORNIA’S
ENVIRONMENTAL OR CONSUMER PROTECTION
LAWS, including:

— Oil Spill Prevention and Response Act

— Hazardous Substance Control Laws

- California Clean Air Act

~ California Water Quality Control Act

~ Laws regulating licensing and oversight of Contractors,

Attorneys and Doctors

Arguments printed on this page are the opinions of the authors and have not been checked for accuracy by any official agency.

“Proposition 26 doesn’t change or undermine a single law
protecting our aif, ocean, waterways or forests—it simply stops
the runaway fees politicians pass to fund ineffective programs.”—
Ryan Broddrick, former Director, Department of Fish and Game

Here’s what Prop. 26 really does:

* Requires a TWO-THIRDS VOTE OF THE LEGISLATURE
FOR PASSING STATEWIDE HIDDEN TAXES disguised
as fees, just like the Constitution requires for regular tax
increases.

* Requires a POPULAR VOTE TO PASS LOCAL HIDDEN
TAXES disguised as fees, just like the Constitution requires
for most other local tax increases. '

YES on 26—Stop Hidden Taxes. Preserve our Environmental

Protection Laws. -
www.No25 Yes26.com

JOHN DUNLAP, Former Chairman
California Air Resources Board

MANUEL CUNHA, JR., President

Nisei Farmers League

JULIAN CANETE, Chairman

California Hispanic Chamber of Commerce
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TEXT OF PROPOSED LAWS

(PROPOSITION 25 CONTINUED)

(b) The Governor and the Governor-elect may require a state
agency, officer or employee to furnish whatever information is
deemed necessary to prepare the budget.

(c) (1) The budget shall be accompanied by a budget bill
itemizing recommended expenditures.

(2) The budget bill shall be introduced immediately in each
house by the persons chairing the committees that consider the
budget.

(3) The Legisiature shall pass the budget bill by midnight on
June 15 of each year.

(4) Until the budget bill has been enacted, the Legislature shall
not send to the Governor for consideration any bill appropriating
funds for expenditure during the fiscal year for which the budget

bill is to be enacted, except emergency bills recommended by the '

Governor or appropriations for the salaries and expenses of the
Legislature.

(d) No bill except the budget bill may contain more than one
item of appropriation, and that for one certain, expressed purpose.
Appropriations from the General Fund of the State, except
appropriations for the public schools; and appropriations in the
budget bill and in other bills providing for appropriations related
to the budget bill, are void unless passed in each house by rolicall
vote entered in the journal, two-thirds of the membership
concurring.

(e) (1) Notwithstanding any other provision of law or of this
Constitution, the budget bill and other bills providing for
appropriations related to the budget bill may be passed in each
house by rollcall vote entered in the journal, a majority of the
membership concurring, to take effect immediately upon being
signed by the Governor or upon a date specified in the legislation.
Nothing in this subdivision shall affect the vote requirement for
appropriations Jor the public schools contained in subdivision (d)
of this section and in subdivision (b) of Section 8 of this article.

(2) For purposes of this section, “other bills providing for
appropriations related to the budget bill” shall consist only of bills
identified as related to the budget in the budget bill passed by the
Legislature.

&) (f) The Legislature may control the submission, approval,
and enforcement of budgets and the filing of claims for all state
agencies.

) (g) For the 200405 fiscal year, or any subsequent fiscal
year, the Legistature may not send to the Governor for consideration,
nor may the Governor sign into law, a budget bill that would
appropriate from the General Fund, for that fiscal year, a fotal
amount that, when combined with all appropriations from the
General Fund for that fiscal year made as of the date of the budget
bill’s passage, and the amount of any General Fund moneys
transferred to the Budget Stabilization Account for that fiscal year
pursuant to Section 20 of Article XVI, exceeds General Fund
revenues for that fiscal year estimated as of the date of the budget
bill’s passage. That estimate of General Fund revenues shall be set
forth in the budget bill passed by the Legislature.

(h) Notwithstanding any other provision of law or of this
Constitution, including subdivision (c) of this section, Section 4 of
this article, and Sections 4 and 8 of Article Ill, in any year in which
the budget bill is not passed by the Legislature by midnight on June
15, there shall be no appropriation from the current budget or
future budget to pay any salary or reimbursement for travel or
living expenses for Members of the Legislature during any regular
or special session for the period from midnight on June 15 until the
day that the budget bill is presented to the Governor. No salary or
reimbursement for travel or living expenses forfeited pursuant to
this subdivision shall be paid retroactively.

114 | Text of Proposed Laws

SEC. 5. Severability.

If any of the provisions of this measure or the applicability of
any provision of this measure to any person or circumstances shall
be found to be unconstitutional or otherwise invalid, such finding
shall not affect the remaining provisions or applications of this
measure to other persons or circumstances, and to that extent the
provisions of this measure are deemed to be severable.

PROPOSITION 26

This initiative measure is submitted to the people in accordance
with the provisions of Section 8 of Article Il of the California
Constitution.

This initiative measure amends sections of the California
Constitution; therefore, existing provisions proposed to be deleted
are printed in strikeout-type and new provisions proposed to be
added are printed in italic type to indicate that they are new.

PROPOSED LAW

SECTION 1. Findings and Declarations of Purpose.

The people of the State of California find and declare that:

(a) Since the people overwhelmingly approved Proposition 13
in 1978, the Constitution of the State of California has required
that increases in state taxes be adopted by not less than two-thirds
of the members elected to each house of the Legislature.

(b) Since the enactment of Proposition 218 in 1996, the
Constitution of the State of California has required that increases
in local taxes be approved by the voters.

(c) Despite these limitations, California taxes have continued to
escalate. Rates for state personal income taxes, state and local
sales and use taxes, and a myriad of state and local business taxes
are at all-time highs. Californians are taxed at one of the highest
levels of any state in the nation.

(d) Recently, the Legislature added another $12 billion in new
taxes to be paid by drivers, shoppers, and anyone who earns an
income.

(e) This escalation in taxation does not account for the recent
phenomenon whereby the Legislature and Jocal governments have
disguised new taxes as “fees” in order to extract even more revenue
from California taxpayers without having to abide by these
constitutional voting requirements. Fees couched as “regulatory”
but which exceed the reasonable costs of actual regulation or are
simply imposed to raise revenue for a new program and are not part
of any licensing or permitting program are actually taxes and
should be subject to the limitations applicable to the imposition of
taxes.

(f) In order to ensure the effectiveness of these constitutional
limitations, this measure also defines a “tax” for state and local
purposes so that neither the Legislature nor local governments can
circumvent these restrictions on increasing taxes by simply
defining new or expanded taxes as “fees.”

SECTION 2. Section 3 of Article XIII A of the California
Constitution is amended to read:

SEC. 3 (a) Frmrand—a—ffer—ﬁm—effecﬁve—date—of—t-hfs—arﬁdc-

revermes—ceﬂected—pmstxaﬁt—therete Any change in state statute
whzch results in any taxpayer paymg a hlgher tax whether—by

r must be
1mposed by an Aet act pas@ed by not 1ess than two-thirds of all
members elected to each of the two houses of the Legislature,
except that no new ad valorem taxes on real property, or sales or
transaction taxes on the sales of real property may be imposed.
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(PROPOSITION 26 CONTINUED)

(b) As used in this section, “tax” means any levy, charge, or
exaction of any kind imposed by the State, except the following:

(1) A charge imposed for a specific benefit conferred or
privilege granted directly to the payor that is not provided to those

" not charged, and which does not exceed the reasonable costs to the
State of conferring the benefit or granting the privilege to the
payor. _

(2) A charge imposed for a specific government service or
product provided directly to the payor that is not provided to those
not charged, and which does not exceed the reasonable costs to the
State of providing the service or product to the payor.

(3) A charge imposed for the reasonable regulatory costs to the
State incident to issuwing licenses and permils, performing
investigations, inspections, and audits, enforcing agricultural
marketing orders, and the administrative enforcement and
adjudication thereof.

(4) Achargeimposed for entrance to or use of state property, or
the purchase, rental, or.lease of state property, except charges
governed by Section 15 of Article XI.

(5) A fine, penalty, or other monetary charge imposed by the
Jjudicial branch of government or the State, as a result of a violation
of law.

(c) Any tax adopted after January 1, 2010, but prior fo the
effective date of this act, that was not adopted in compliance with
the requirements of this section is void 12 months after the effective
date of this act unless the tax is reenacted by the Legislature and
signed into law by the Governor in compliance with the
requirements of this section.

(d) The State bears the burden of proving by a preponderance
of the evidence that a levy, charge, or other exaction is not a tax,
that the amount is no more than necessary lo cover the reasonable
costs of the governmental activity, and that the manner in which
those costs are allocated to a payor bear a fair or reasonable
relationship to the payor’s burdens on, or benefits received from,
the governmental activity.

SECTION 3. Section 1 of Article X111 C of the California
Constitution is amended to read:

SECTION 1. Definitions. As used in this article:

(a) “General tax” means any tax imposed for general
governmental purposes.

(b) “Local government” means any county, city, city and
county, including a charter city or county, any special district, or
any other local or regional governmental entity.

(c) “Special district” means an agency of the State, formed
pursuant to general law or a special act, for the local performance
of governmental or proprietary functions with limited geographic
boundaries including, but not limited to, school districts and
redevelopment agencies.

(d) “Special tax” means any tax imposed for specific purposes,
including a tax imposed for specific purposes, which is placed into
a general fund.

(é) As used in this article, “tax” means any levy, charge, or
exaction of any kind imposed by a local government, excep! the
Jollowing:

(1) A charge imposed for a specific benefil conferred or
privilege granted directly to the payor that is not provided 1o those
not charged, and whick does not exceed the reasonable costs to the
local government of conferring the benefit or granting the
privilege.

(2) A charge imposed for a specific government service or
product provided directly to the payor that is not provided to those
not charged, and which does not exceed the reasonable costs to the
local government of providing the service or product.

(3) A charge imposed for the reasonable regulatory costs to a
local government for issuing licenses and permits, performing
investigations, inspections, and audits, enforcing agricultural
marketing orders, and the administrative enforcement and
adjudication thereof.

(4) Acharge imposed for entrance to or use of local government
property, or the purchase, rental, or lease of local government
property. .

(5) A fine, penalty, or other monetary charge imposed by th
Judicial branch of government or a local government, as a result of
a violation of law.

(6) A charge imposed as a condition of property development.

(7) Assessmenis and property-related fees imposed in
accordance with the provisions of Article XIII D.

The local government bears the burden of proving by a
preponderance of the evidence that a levy, charge, or other
exaction is not a tax, that the amount is no more than necessary to
cover the reasonable costs of the governmental activity, and that

" the manner in which those costs are allocated to a payor bear a

fair or reasonable relationship to the payor’s burdens on, or
benefits received from, the governmental activity.

SECTION 4. Conflicting Measures.

In the event that this measure and another measure or measures
relating to the legislative or local votes required to enact taxes or
fees shall appear on the same statewide election ballot, the
provisions of the other measure or measures shall be deemed to be
in conflict with this measure. In the event that this measure shall
receive a greater number of affirmative votes, the provisions of this
measure shall prevail in their entirety, and the provisions of the
other measure or measures relating to the legislative or local votes
required to enact taxes or fees shall be null and void.

SECTION 5. Severability.

If any provision of this act, or any part thereof, is for any reason
held to be invalid or unconstitutional, the remaining provisions
shall not be affected, but shall remain in full force and effect, and
to this end the provisions of this act are severable.

PROPOSITION 27

This initiative measure is submitted to the people in accordance
with the provisions of Section 8 of Article 1l of the California
Constitution. ‘

This initiative measure amends the California Constitution and
repeals sections of the Government Code; therefore, existing
provisions proposed to be deleted are printed in strikeouttype and
new provisions proposed to be added are printed in italic type to
indicate that they are new.

PROPOSED LAW

SECTION 1. Title.

This Act shall be known and may be cited as the “Financial
Accountability in Redistricting Act” or “FAIR Act”

SECTION 2. Findings and Purpose.

The people of the State of California hereby make the following
findings and declare their purpose in enacting the FAIR Act is as
follows: '

(a) Our political leadership has failed us. California is facing an
unprecedented economic crisis and we, the people (not the
politicians), need to prioritize how we spend our limited funds. We

-are going broke. Spending unlimited millions of dollars to create

multiple new bureaucracies just to decide a political game of
Musical Chairs is a waste—pure and simple. Under current law, a
group of unelected commissioners, making up to $1 million a year
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Sales Tax Does Not Apply to City and Cd'unty
Paper Bag Surcharges

Some cities and counties have enacted ordinances that prohibit certain retailers from
providing plastic bags to customers. In addition to the ban on providing plastic

bags, under certain ordinances, the customer is generally required to pay the retailer
a specific amount for each paper bag the customer is provided. These ordinances
typically impose the charge upon the customer. Some of these ordinances specifically
require that the retailer indicate on the customer’s receipt the number of paper bags
provided and the total amount charged for the paper bags.

Under these circumstances, this charge is imposed by the local jurisdiction upon the customer,
not the retailer. As such, this charge is not included in the retailer’s gross receipts and is not .

subject to sales or use tax.

If you would like more detailed information regarding the application of sales tax to
paper bag surcharges, you may visit our website at www.boe.ca.gov, or call our Taxpayer
Information Section at 800-400-7115 (TTY: 711), Monday through Friday 8:00 a.m.

to 5:00 p.m., Pacific time, excluding state holidays. Please note that the Taxpayer
Information Section does not have information about ordinances enacted by local
government. For information on a particular ordinance and its effective date, please
contact the respective city or county public works department.
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