Measure \W428

INSTRUCTIONS:

Please carefully read the following description of a ballot measure that was
written by a disinterested expert. Feel free to take notes or outline passages as
you read.

This should take you approximately 10 minutes.

BALLOT MEASURE W428

BACKGROUND
The following are some basic facts about California property taxes.

1. Under existing law cities, counties, schools and special districts are permitted to levy local
property taxes. During the 1977-78 fiscal year these governments will collect about $10.3 billion
in property taxes.

2. The state will give $1.2 billion to local governments to replace the property taxes that cannot be
collected because a portion of a business's inventory and a homeowner's property value is exempt
from taxation.

3. Total local property tax revenues (tax collections plus state tax relief payments), therefore, will
be about $11.5 billion during 1977-78.

4. The share of total income that comes from property tax revenues is higher for some types of
local governments than it is for others.
a. Cities receive about 27 percent of their income from property tax revenues,
b. Counties receive about 40 percent from property tax revenues,
c. Schools receive about 47 percent from property tax revenues, and
d. In many special districts the property tax is the only significant source of revenue. For
example, fire districts receive about 90 percent of their income from property tax revenues.

5.In addition to property tax revenues, many local governments impose other taxes and receive
federal and state funds to pay for the services they provide. However, some of these revenues can
only be used for certain purposes such as transportation, education, health or welfare. Therefore
such revenues are not available to replace property taxes, except to the extent they eliminate the
need to use property tax revenues for such purposes.

6. The total local property tax roll consists of county assessments on real property (land and
buildings) and personal property (inventories) and state assessments on public utilities and
railroads. Total assessments are updated periodically to reflect changes in value due to inflation,
new construction, and a greater volume of personal property.
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7. Total local property tax revenues are equivalent to 2.7 percent of the full cash value of all
taxable property in California.

PROPOSAL

This initiative would: (1) place a limit on the amount of property taxes that could be collected by
local governments, (2) restrict the growth in the assessed value of property subject to taxation, (3)
require a two-thirds vote of the Legislature to increase state tax revenues, and (4) authorize local
governments to impose certain nonproperty taxes if two-thirds of the voters give their approval in
a local election.

In several instances the exact meaning of language used in this measure is not clear. Where this
occurs we have based our analysis on an opinion of the Legislative Counsel regarding the probable
court interpretation of such language.

The following is a summary of the main provisions of this initiative:

1. Property tax limit. Beginning with the 1978-79 fiscal year, this measure would limit the amount
of property taxes that could be collected from an owner of county assessed real property to 1
percent of the property's full cash value. This measure does not mention county assessed personal
property (such as business inventories), or state assessed property (such as public utilities), but
the Legislative Counsel advises us that the 1 percent limit would apply to all types of taxable

property.

This measure does not permit local voters to raise the 1 percent limit; that would require a new
constitutional amendment. The limit could be exceeded only to repay bonded debt approved by
the voters before July 1, 1978. The limit could not be exceeded to repay bonded debt approved by
the voters on or after July 1, 1978. Property taxes -to repay existing bonded debt correspond to
about _ of 1 percent of the full cash value of taxable property in California.

The limit on property taxes plus the restrictions on assessed values noted below, would
substantially reduce local property tax revenues.

2. Distribution of remaining property tax revenues. The reduced property tax revenues which
could be raised under the 1 percent limit would be collected by the counties and then distributed
“according to law to the districts within the counties".

At present there is no state law which would provide for the distribution of these revenues.
Therefore we are unable to determine how the substantial reductions in property tax revenues
would be distributed among cities, counties, schools and special districts.

Also, this measure refers only to the distribution of property tax revenues to "districts within the
counties". It does not say whether cities and counties (which technically are not "districts") could
share in these revenues. However, the Legislative Counsel advises us that unless the ballot
arguments by the proponents of this measure, which ate included in this pamphlet, make it clear
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that counties and cities are not to receive property taxes, they could continue to receive some
portion of these revenues.

3. Restrictions on the growth in assessed values. Initially this measure would roll back the
current assessed values of real property to the values shown on the 1975-76 assessment roll.
However county assessors could adjust the values shown on the 1975-76 assessment roll if these
values were lower than the estimated market value as of March 1, 1975. The adjusted values could
then be increased by no more than 2 percent per year as long as the same taxpayer continued to
own the property. For property which is sold or newly constructed after March 1, 1975, the
assessed value would be set at the appraised (or market) value 2.t the time of sale or construction.
As a result, two identical properties with the same market value could have different assessed
values for tax purposes if one of them has been sold since March 1, 1975.

4. Increases in state taxes. Currently state taxes can be increased by a majority vote of both
houses of the Legislature and approval by the Governor (that is, if the Governor signs the measure
increasing taxes). This initiative would require a two-thirds vote by the Legislature to increase
state taxes and would prohibit the Legislature from enacting any new taxes based on the value or
sale of real property.

5. Alternative local taxes. This measure would authorize cities, counties, special districts and
school districts to impose unspecified "special” taxes only if they receive approved by two-thirds
of the voters. Such taxes could not be based on the value or sale of real property.

The Legislative Counsel advises us that provisions in the existing Constitution would prohibit
general law cities, counties, sch0ol districts and special districts from imposing new "special taxes"
without specific approval by the Legislature. Such restrictions limit the ability of these local
governments, even with local voter approval, to replace property tax losses resulting from the
adoption of the initiative.

STOP!

Please go to the online survey, enter the 4-character code for this ballot measure
(printed at the top and bottom of this page) and answer the survey questions.

Measure W428 Page 3 of 3




