File No. 200047 o .Committee Item No.

Board Item No. 5%

COMMITTEEIBOARD OF SUPERVISORS
AGENDA PACKET CONTENTS LIST

-Committee: ' Date:

Board of Supervisors Meeting Date: _January 28, 2020
Cmte Board
[]- [ Motion
[] [XI = Resolution
1 L[] oOrdinance
[1 [ Legislative Digest
1 [ Budgetand Legislative Analyst Report
[1 [ Youth Commission Report .
[T X . Introduction Form
NN DepartmentlAgency Cover Letter and/or Report
1 [ mou
[ 1] [ GrantlInformation Form
1 [ GrantBudget
[1 [ Subcontract Budget
[l [ Contract/Agreement
[l [ Form 126 — Ethics Commission
[ 1 [1. Award Letter
[1 [0  Application
[1 [ Public Correspondence
OTHER
[1 X1 .Proposed California Ballot Measure - 01/12/19
L O '
L O
L1 O
1 O
L [
O O
1 [
‘Prepared by: Lisa Lew Date: January 24,2020
Prepared by: - ' Date:

3323



—

O © o N o o A ow N

w N —_ (o] © co ~l (@] (@)1 BN w N -~

N
(@51

N
N

FILE NO. 200047 | | RESOLUTION NO.

[Supporting Proposed California Ballot Measure - Schools and Local Communltles Funding
Act of 2020]

Resolu‘tion supporting the proposed California state ballot measure, Schools and Local
Communities Funding Act of 2020, that méy bring revehue to the City and County of

San Francisco, San Francisco Unified School District, and City College of San

Francisco.

WHEREAS, For the last four decades, schools, cities, and counties in California have

- experienced underinvestment and devastating cuts to critical services and infrastructure that

residents rely on; and

WHEREAS, Since the passage of Proposition-of 13 in 1978, school funding in
Callforma has experlenced severe limitations in what was once the main source of fundmg for |-
schools, the property tax; and 4 .

WHEREAS, Per-pupil support,'which relies on state fUnding, has declined from the top
10 in the hatio’n fo the bottom quarter; and ‘

WHEREAS, School funding in California is $2,400 per pupil less than the national
average and $10,000 belowlthe top-funded states, while California’s cost of. living is among.
the highest in the nation; and .

WHEREAS, Staffing ratios for teachers, guidehce counselors, librarians, and
admihistrators in California renk at the bottom in the nation; and

. WHEREAS, The lack of adequate funding is the result of an inequitable tax system in
which corporetions and wealthy investors do not pay their fair share in property taxes; and
| WHEREAS, These loopholes and tax schemes result in millions of dollars going to
corporations and wealthy investors rather than to local-communities for essential
services_;'and |

Supervisor Mar; Fewer, Walton, Mandelman,'Haney, Preston, Yee, Ronen
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WHEREAS, The property tax .ls one of the few discretionary sources of revenue for
cities and counties; and ‘

WHEREAS, Experts estimate that the California Schools and Local Communities
Funding Act reclaims $12 billion in property tax revenue every year by closing loopholes in
California’s property tax system and

WHEREAS, The measure provides about $5.3 billion annually for K—14 schools; and

WHEREAS, The Callfornla Schools ano’ Local Communn‘les Fundlng Act does not
affect property tax’es for homeowners or renters beoause the initiative exempts all residential
property, and | | |

WHEREAS, Allocation of revenues to cities, oountles and speoral districts will follow
current property tax allocation; and

WHEREAS, The measure will prOVlde bllllons in locally~controlled property tax fundrng

yearly for cities, countles and special drstncts and

WHEREAS, The measure will provide funding to all school dlstriots over and above

Proposrtlon 98 funding, and follow the local Control funding formula to all students in need in

all districts; and

- WHEREAS, Academic researchers at the University of Southern California (USC) have

rdentrfled that the vast majorlty of reclaimed revenue will come from a fraction of large

' commeroral and industrial properties; and

WHEREAS, USC research shows that a majority of oommerolal owners already pay

close to market value, making the current system inequitable among buslnesses, benefitting

large owners who have held land for a long period; and

WHEREAS, The current failure to close the commercial property loophole has led to

‘poor land use and inflated land values, particularly affecting the ability to provide adequate

high-density housing; and

Supervisor Mar; Fewer, Waiton, Mandelman, Haney, Preston, Yee, Ronen
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provides more funding for communrtles to invest in affordable housing; and"

~worth $3 mllhon or less; and

o O o N o o AN

* Sohools and Local Communrtres Funding Act of 2020 for a ballot measure in November 2020

" Supervisor Mar; Fewer, Walton, Mandelman Haney, Preston, Yee, Ronen

WHEREAS The measure incentivizes the development of resrdentlal units and

WHEREASA, The measure provides new tax incentives to spur new investment in small
businesses by eliminating the business personal property tax on equipmeht for California’s
small businesses; and '

. WHEREAS, The measure also exempts all small busrness owners whose property is

WHEREAS The measure levels the playmg field for busrnesses that already pay their -
fair share in our communities; and | '

WHEREAS, The Sohoolé and Communifies Funding Act V\rill‘bring in about $800 million
to the City and County of San Francisoo, San F.rancisco Unified School District, and City | |
Collegeof San Francisco; and - |

WHEREAS, On April 24, 2018 the San Francisco Board of SuperVisors adopted
Supervrsor Sandra Fewer’s Resolution reaffirming the Board of Supervrsors support for a split-|
roll reform of Proposrtron 13 in order to close the commercra| property tax loophole and -
restore billions in revenue; and

B _WHEREAS, The Schools and Communities Funding Act will be on -the November 2020

ballot; now, therefore, be it ‘

RESOLVED, That the City and County of San Francisco endorses the California

and, be it |
FURTHER RESOLVED, That the City and County of San Francisco urges other

municioalities to support the California Schools and Local Communities Funding Act of 2020.

BOARD OF SUPERVISORS . . . . © Page3
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.Sam amento CAO5814

Re: Tnitiative No. 199008 ~Aniendment

- Dear M. Reriteria:

fhﬂe énd sumﬁmry of the: measur

‘Sincérely;-

BENJAMIN MCBRIDE
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September 12,2019

Angabel Renteria
Tnitiative Coordinator

Office of Attorney General

1300 T Street

Sacramento, CA 95814

Re: Initiative No. 19-0008 - Am_mdmmt

Drear Ms. Renteria: |

Pursuant to subdivision (b) of Section 9002 of the Elections Code, enclosed please find an
amendment to the above referenced initlative. The amendments are reasonably germane to the

theme, purpose or subj eot of the initiative measure as originally submitted.

Tam one of the plopmcnis of the measure and request the Attorney Genelaf prepare a enculaun g
title and summary of zhu measure using the amended language. «

Sint;@re:i!y;
- ANTHONY THIGPENN , . CAROL MOON GOLDBERG

BENJAMIN MCBRIDE
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September 12, 2019

VIA PERSONAL DELIVERY

Anabel Rentetia
Initiative Coordinator

- Office of Attorney General

1300 1 Street .
Sacramento, CA 958}4

Re:i itiative No, 19-0008 - Amendment

Dear Ms. Renteria

Pursuant to sub&mmn (1) of Section 9002 of the Blections Code, enclosed please find an
amendment to the above referenced initiative, The amendments are reasonably germane to the

theims, purpose or su%;ect oi‘ the initiative measure as cmgmaliy submitted,

. T am one of the propencnts of the measure and request the Aitomey Ganeral prepare g circulating
- title and summary of the measure using the amended language.

Sincerely,

ANTHONY THIGPENN | = . CAROL MOON GOLDBERG

BENJAMIN MCBRIDE
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SECTION 1. Tifle

This measure bhdﬂ be known as "‘The California Schools and Local Communities
I”uuémg Act of 2020.%

SEC. 2, Fm&mgs ‘

(&) Calearma is the fifth largest economy in th@ worid but if we don't invest In our E’umm,
we’ll fall behind. To grow our economy and provide a better quality of life now, and for
future generations of Californians, we need to do a better job of investing in our schools,

comnnity colleges, and }ocal communities, and do more to enoourage small businesses
~ and start-ups, 4 :

- (b) Oar competitiveness begins with making clnldren and their eduaatmn a priority. Decades
of cuts and wnderfunding have vndermined California schools, A recent national study
ranked the performance of California schools in the bottom half of all states. The tc;p
ranked states spend thousands of dollars more per student than California. .

(c) California’s funding shortfall has direct consequences ﬁ:n: our kids: we're dead last in the
netion In teacher-to-student ratios, last in gnidance counselor to student ratios, and last in
hbzmlml»ta»ﬁndent ratios. .

(dy The quality of h,fe in our local communities is also oritical to our cconomic future, Tt
depends on streets that are safe and clean, emergency services we can count on, parks and
recreation pro £rams that 3<:€’:C§p our youth off the streets, and roads that are well

" maintained, Our cities, countios and local agencies are on the front line facing the
consequences of the lack of affordable housing and 1 mareasmg homelessness as Well as
“worsening risks ﬁom wildfires and other disasters,

. {e) Property taxes on commereial and industrial properties ate a prineipal source of funding
for our schools and local dommunities. While virtually every other state assesses
- coromerelal and industrial property based on its fair market value, California allows
commereial and industrial property taxes to go many vears, even decades, without
reassessraent, This unusual system is prone to abusive fax avojdance schemes, diverts
funds away from schools and local communities, contributes to the shortage of affordable
housing, distorts business competition, and disadvantages business startups,

(f) California’s under-assessment of commerolal and industrial properties is-a growing
problem. Large investors and corporations, many of whom are from other states and
countries, are using a variety of schemes to get around the law and buy and sell properties
without being reassessed, costing our sehools and local commumt:zea billions of dollars,

(g) A recent study by fhe Univer sity of Southern California has found mcxt undur»assessed
‘ commereial and industrial property allows owners to avoid over $11 billion in Tocal

property taxes each year that should be gmng to support our sohools cmd local
. copmmunities,
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(h) California’s unusuval commereial and industrial property tax system contributes to
California’s affordable housing crisis, Studies by the Legislative Analyst Offico and the
University of California have demonstrated that California’s property tax system
incentivizes owners to hold idle vacant and under-utilized commercial and industrial
property. A refornied system, that assesses all properties based on. their fair market
value, would creaie 8 powerful new incentive to build new housmg,

(i) Bvery commercial and industrial property owner benefits from locsl schools and services
like public safety and infrastructure, It s unfair and anti-competitive that the property tax
system forces some businesses fo pay higher property taxes to support our schools and
local cormmunities while thefr competitors pay much lower propetty taxes because their
properties are assessed far below their fair market valve.

() California’s unusual property tax system not only distorts competition, it discourages
business investments, Under the current system, businesses that invest in improving their
properties trigger reassessment and higher property taxes. But businesses that don’t
invest in improving thelr properties continue to enjoy the low cost of under assessment,

(&) A study done at the University of California demonstrates that reassessing commercial
property will have a net positive benefit on jobs and the California economy.

A ¥ we reformed California’s under-assessment problem on business properties, Californin
would still rank among the lowest states for business property taxes in the nation because

of the California Qamﬁ‘m&mn S prowsmns related fo the 1% hmﬁaﬁen on property tax
rates,

(m) Thriving small businesses and start-ups are essential to California’s economy now and for
our fture, The property tax on equipment and fiktures discouragos new start-ups, small
businesses and larger businesses from making new productive investments. By requiring
under-assessed large properties to be assessed at fair market value, sinall businesses can

* be fully exempted from the property tax on ec;mpmant and fixtures and the tax can be
substantially reduced for other businesses, removing this dxsmacntwe without harm o
funding for our schools and lecal comnunities, :

' (n} Reaqssasmg undet-assessed commefeial and industrial property in Cahforma would
primarily impact a small number of properties owned by the largest cotporations and

- wealthiest investors. Almost 80% of the tax benefits of the under-assessment allowed by
the current system go to just 8% of the properties,

(0) The benefits to our sa;chacl‘s;} local comnmities and economy resulting from ending the
under-assessment of commercial and Industrial property can be achieved while protecting
small buginesses through exemptions and deferrals of reagsessment and at the same time
encouraging small businesses by creating amore level playing field and by chmmahn;,
the property tax on business equipment and fixtures,
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(p) Reforming commercial and industrial property assessmenis to fair market value will
regult in a falrer system for our schools, our local communities and our businesses, All
businesses will compete on a level playing field, generating billions of dollars in
additional support for our schools and local conmmunities,

SE(;‘.. 3. Purpose and Tntent.
It is the mtem ci‘ the }?et}p{e oi’ﬁw State of California to da all of fhe following in this measure:

(a) Preservein aveay way ?1&15105&&611 13’& protections for homeowners and for rwidential
rental properties, This measure only affects the assessment of taxable commemxai ami
- industrial property.

(b) Provide for increased and stable revenues for schools, cities, counties and other focal
ageneies by requiring under-assessed commercial and industrial properties to be assessed
based on their fair market value, :

(¢) Distribute the new revenues resulting from this measure to schools and local
communities, notl to the State.

@ Ensute that the portion of any new revenues going to local sohools and community
colleges as a result of this measure is treated as new revenyes that ave in addition to all
other funding for schools and community colleges, including Proposition 98,

(¢) Guatantee every school district and corimunity college will receive additional funding
from this measure and that funds going to schools and community colleges are allocated.
in g manner that is conmstﬁm with local control funding formulas intended to advance
eqm’ny

(f) Bnsure that any new Tevenues going to cities, counties, and spwm} districts as a result of
this measure will be allocated In the same manner as other pmpm ty tax revenyes,
“consistent with pnor ballot measures approved by voters, to improve the quality of life | o
local compunities inall pau;s of California,

() Make certain there is complete public transparency by requiting schools, community
golleges, cities, counties, and special distrdets to publiely disclose the new revenues they
receive and how those revenues are spent in a manner that is widely available and easily
understood. " :

(h) Be very clear that this measure only applies to taxable commercial and industrial real
property by including provisians stating that:
1) Allresidential property is exempt so homeawners and re 1ters will not be affected
in any way by this measvre, ‘

2) This measure makes no change to existing laws afmctmg the taxation or
preservation of agricultural land, .
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() Make no change to Proposition 13’s constitutional provisions relating to the 1%
limitation on property tax rates for all taxable real property so local property tazes on
commnercial and industrial property will continue to be among the lowest in the country
after this measure is approved by voters.

{i} Ensure stability for owners of small business properties by providing an exclusion for
small commeroial and industrial real property owners, The intent of this provision is to
provide an exclusion that applies only to the true owners of small businesses and that
large property owners shall be prevented from vsing the exclusion for their own benefit,

© (k) Defer reassessments for properties in which small bosinesses account for 50% or more of
the occupied space until the 2025-2026 len date to provide those small business tenantg
additional fime to choose the feasing option that works for them, recognizing that the
fmpact of this measurs will be different for each propetty, depending on how close the
curient assessment is to the falr market value and whether or not it qualifies for the small
property e\:cluszon for properties with a fair matket value of $3 million or lf:ss.

() Encowrage new and existing businesses to make new investments by eliminating the

- business tangible personal property tax on equipment and fixtures for small businesses
and providing a $500,000 per year exempuon for all other businesses. The Legxsla’mrc o
may not reduce this e*aempmom but it may {ner case zi

(m)Provide greater equity in 1 the faxation of commercial and industrial propertw% b\f
assessing all of them based on their actual fair market value just like start-ups and new
- commercial and industrial pmpemes that already are being assessed based on their actual
- falr market value, The intent is for all businesses to compete on a more level playing fleld

and. make sure all businesses are paying their sham to support the schools and local
communities from which they benefit,

(n) Require the Legislature, after conferring with a Tagk Force on Property Tax
Administration, to provide by statute for the phase-in of reassessments of under-assessed
coramercial and industrial veal properties so that county assessors may effectively /-
implement the new law. Such phase-in will begin with the len date for the 202223
fiscal year and occur over several years. Affected owners shall only be obligated to pay
the taxes based on the new assessed value beginning with the lien date for the ﬁs»ai year
When the agsessor hcis completed the reassessment,

(a) Require the Legislature to ensure ﬁmt the phase-in provisions provide affected owners of
under-assessed commercial and industrial real properties reasonable txmc to pay ity
increase in their tax obligations resulting from this measure,

(p) Provide for the: recovery of actual direct administrative costs incurted by counues to
effectively implement the new law,
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(qj Basure that the General Fund and other funds of the Stete are held harmless by
reiinbursing the State for reducﬁons in tax tevenue caused by the deductibility of the
piopetty tax.

(r) Maintain the Board of Bqualization’s oversight over the property tax system to assure the -
public that assessments of commercial and industrial real property in evéry county are
‘equitable and uniform as required by this measure, and to finther ensure that the Board of
Bqualization provides statewide assistance ag necessary to support the efficient
{implementation of ﬁns measure within all 58 counties,

SEC 4. %cmen 8.7 of Article XVI of the Ca,iifozma Constitution is adde& “m: read:

SEC, 8.7, (8) The Local Sa}:moi and Cornmunity Coﬂcge Property Tax. thd is bereby created in
the State Treasury, to be held in trust, and is continuously appropriated for the support of local
education agencies as that term is defined in seetion 421 of the Education Code as that statute
- read on January 1, 2020, and for the support of community college districts, The moneys
deposited in the Loocal Sehool and Community College Property Tax Fund shall be held in trust
for schools, and shall be disteibuted as follows:
{1} Bleven percent (11%) of the moneys shall be allocated hy the Board of Governors of the
California Community Colleges fo community college districts in proportion to the funding
calenlated for each district pursnant {o the distribution formulas operative in statute as of January
1, 2020, or any successor statute, provided that property tax revenues caloulated pursuant to
seotion 84751 of the Education Code, or any successot statute, that exceed the total funding
caleulated for a distict pursuant to the then-operative distribntion formulas shall be subfracted
from thei district’s proportionate share of the Local School and Community College Property -
Tax Fund.
(2)  Bighty-nine percent (89%) of the moneys shall be allovated by the Superiniendent of
Public Instruction o school distriots, charter schools and county offices of education as follows:
(Ay  To school distriots and charter schools, in proportion to each school disteiet’s or charter
school’s total funding calenlated pursnant fo subdivisions (@)-(1), inclusive, of section 42238.02
of the Education Code, as those provisions read on July 1, 2019, Any school distiict ot charter
school that qualifies as a “basio ald schaol distriet” or “excess tax entity” under subdivision (o)
of that section shall have subtracted from its proportionate share of the Local School and -
Community College Property Tax Fund the amount by which the sum calculated in subdivision
() of that section exceeds the amount caleulated pursuant to subdwismns (@)-(1), inclusive, as
each of those provisions read on July 1, 2019,
(B)  Togounty offices of education, in proportion to each office’s total funding caloulated
pursuant to section 2574 of the Edueation Code as that section read on July 1, 2019.
(3)  Notwithstanding the above, no school distriot or chacter sehool shall receive from the
Local School and Community College Property Tax Fund less than $100 per unit of average
daily attendance, adjusted annvally upward or downward by the same percentage that the Local
* School and Community College Property Tax Fund grew or declined from the previous year, and
no community college district shall receive from the Local School and Community College
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Property Tax Fund less than $100 per encolled full time equivalent student, adjusted annually
upward or downward by the same petcentage that the Local School and Community College
Property Tax ¥ und prew or dechncd from the previous yeat.

(by  Exceptas pmvided in paragraph (2) of subdivision {d) of Seotion 8.6 of this Auticle,

- notwithstanding any other law, the moneys deposited in the Local School and Community
College Property Tax Fund shall not be subject to appropriation, reversion, or transferby the
Legislature, the Governor, the Director of Finance, or the Controller fot any purpose other than
those spevified in this scotion, nor shall these revenues be loaned to the General Pund or any
other fund of the Staie or any local government fund. -

{¢)  Moneys allocated to local education agencies, as that term is defined in section 421 of the
Pdueation Code as that statute read on January 1, 2020, and to community college districts from
the Local School and Comnmnity College Property Tax Fund shall supplement, and shall not
replace, other funding for education. Fonds deposited into or allocated from the Local School
and Comniunity College Property Tax Fund shall not be part of “total allocations to school

 districts and community college districts from General Fund proceeds of taxes appropriated

pursuzant to Article XII B and allocated local proceeds of taxes” for pusposes of paragraphs (2)

and (3} of subdivision (b) of Section 8 of this Article or for purposes of Section 21 of this

* Article, Bxcept as provided in subdivision (o) of Section 8.6 of this Article, revenues generated

by Section 2.5 of Article XIIT A shall not be deemed to be General Fund revenves which may be

- appropriated pursnant to-Article XTI B for purposes of paragraph (1) of subdivision (b) of

Section § of this Article, nor shall they be considered in the determination of per capita General

Fund revenues for purposes of subdivisions (b} and (¢) of Section 8 of this Article.

(d) Ij*{oep{ as movzda,d in subdivision (¢} of Section 8.6 of this Axticle, revenues gez1cratcd by
Section 2.5 of Article XIII A shall not be deemed to be General Fund proceeds of taxes that may

be appropriated pursuant to Article X1 B for purposes of Swuaa 20 or Section 21 of this
-Article,

SEC.5. . Section 8.6 of Atticle XVI of the California Constitution is added to read:

SEC. 8.6, (s) The Legislature shall provide by statute a methodology, based on historical
experience, for determining the additional revemue generated In each county each fiscal year as a
result of the application of the tax rate specified in subdivision (a) of Section 1 of Article XIIL A
and the apphc&t}on of Section 2.5 of Article XIII A, The determination as to the amount of
additional revenue in each county shall be transmitied to the county auditor annually for use for
the caleulations required by ﬁns section,

(E}} After transferring the necessafy fonds pursuant to subdivisions (o), (d) and (e) and

subparagraph (B) of paragraph (1) of this subdivision, all additional revenue resulting from the
application of the tax rate specified in subdivision (a) of Section 1 of Article XIIL A and the
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application o.t Seetion 2.5 of Altmle XL A shall be allocaied and nansfen ed by the cmmty
auditor as follows:

: - (1) (A)First, to the Local School and Community Coilega Propetty Tax Fund created

pursuant to Section 8.7 of this Article, in an amount equal 1o the school entities’ share of
property taxes as determined pursuant to Chapter 6 (commencing with Section 95) of Part 0.5 of
Diviston 1 of the Revenue and Taxation Code, as that chapter read on January 1, 2020,

(B) Priot to making the transfer pursuant to subparagraph (A) of this subdivision, the -
county auditor shall subtract an amount equal to the county’s share of the increase in
appropriations of $tate General Fund proceeds of taxes for the support of school distriets and
community college districts pursuant to Seotion 8 of Article XVI due to the revenue loss
resulting from the exemptions provided by Seotion 3,1 of Article XIII, as determined by the

Director of Finance, The county’s share of additional State General Fund appropriations shall be . -
* transferved by the county auditor fo the General Fund prior to the allocation specified fn
subparagraph (A) of this subdivision, The amount determined by the Director of Finance
pursuant to this subparagraph shall for each fiscal yoar be apportloned by county in proportion to
the revenue loss resulting fiom the exemptions provided by Section 3.1 of Article XU, -
(2y - Second, among cities, counties, and special districts pursuant to Chapter 6 (commencing

. with Section 95) of Part (.5 of Division 1 of the Revenue and Taxation Code, ag that chapter read
on January 1, 2020, .

(¢} The Franchise Tax Board shall determine the reduction to the General Fund and any other
affected state fund of revenues derived from the taxes Imposed by the Personal Income Tax Law
(Part 10 (commencing with Section 17001) of Division 2 of the Revenue and Taxation Code)
and the Corporation Tax Law (Part 11 (commencing with Section 23001) of Division 2 of the:
Revenue and Taxation Code), as those laws read 'on January 1, 2020; due to the deduction of any
net increase in property taxes resulting from the implementation of Section 2,5 of Artiole X1 A
and subdivigion (a) of Section 3.1 of Astiele XIIT, The amount of reduction as determined by the
Pranchise Tax Board shall be transferred by the county sruditor to the General Fund and any other
affected state fund prior to the allocation specified in subdivision (b). For purposes of making the
determinations required by Section 8, 20 and 21 of this Article, the amount transferred to the
General Fund pursuant to this subdivision shall be deemed to be General Fund revenues which
may be appropristed pursuant to Article XII B and General Fund proceeds.of taxes appropriated
pursuant to Article XUI B, and shall be included in the calculation of per capita General Fund -
revenues, The amount transferred pursuant fo this subdivision shall for each fiscal year be
apportioned among the counties in ploportion to each county's contribution to the total additional
revenue tesulting from the application of the tax rate specified In subdivision (a) of Seotion 1 of
 Article XTI A and the application Section 2.5 of Article XTIT A determined for all counties.

{dy (1) Each county or city and county shall be annuslly compensated for the actual direct
administrative costs of implementing Section 2.5 of Article XIII A and Section 3.1 of Article
- XII as identified by the board of supervisos of the county or city and county consistent with
statutes identifying those costs. The Legislature shall determine by statute what constitutes actual
direct adininistrative costs for purposes of this subdivision, Such-costs shall at a minimum
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include the costs of assessment, assessment appéals, legal counsel, tax allocation and
distribution, and auditing and enforcement of the provisions of Section 3.1 of Article XII and
Section 2.5 of Article XIII A, Tt is the intent of this subdivision to provide full adequate funding
to counties to cover all costs associated with implementation of the Act.

(2) The Legislature shall detexmine by siatote the initial start-up costs necessary for each
coutity or eity and county and the Board of Equalization to implement the Act and shall

appropriate State General Fund monies to pay for such startup costs unti! sufficient funds are

available fo pay for all ongoing cosis fo implement the Act, at which time the statute shall
provide for the State Gener ai Fund to be reimbutsed.

(¢)  RBach county or city and county shall anmually be reimbursed for actual refunds of
property taxes paid in the prior fiscal year as a result of corrections to assessments made pursuant
to Section 2.5 of Article XIIT A. The amount refmbursed pursuant to this subdivision shall for
each fiscal year be subtracted from each county's contribution to the total additional Tevenue
resulting from the application of Seotion 2.5 of Article XIIL A as a result of the application of the
‘tax rate specified in subdivision () of Section 1 of Article XTI A.

(f) ~ All local education agencies, community colleges, countles, cities and counties, cities,
and special districts that receive funds from the revenues generated by Section 2.5 of Article XIIT
A shall publicly disclose for each fiscal year, including in fheir annnal budgets, the amount of
property tax revenues they received for that fiscal year as the result of Section 2.5 of Artiele X111
A and how those revenues were spent. Such disclosure shall be made so that it is widely
available to the publio and written so ag to be easily understood.

SEC, 6. Section 2.5 of Amoie X1 A ofthe Califomia Constitution is added to reads;

SEC, 2.5, (a) (1) Notwithstanding Section 2 of this Article, for the lien date for the 2022-23
fiseal year and each Hen date thereaffer, the “full cash value” of comumercial and industrial veal
property that is not otherwise exempt under the Constitution is the fair market value of such real
property as of that date as determined by the county assessor of the county in which such real
property is located, except as provided by the Legisiature pursnant to subdivision (b).

(2)  Paragraph (1) of this subdivision shall not apply to.residential property as defined in this
séotion, whether it is ocoupied by a homeownet or a renter. Residential property as defined in

~ thig seotion shall be assessed as required by Section 2 of fls Article, Paragraph (1) of this
subdivision shall alse not apply to real property used for commercial agricultural production as
defined in this section. Real property nsed for cormmercial agricultural production as defined in
this section shall be assessed as required by Section 2 of this Article, -

(b)  The Legislature shall establish a Task Force on Property Tax Administration immediately
affer this section is enacted, inchuding a county assessor or designee, a Board of Equalization
member or designes, a proponent of this Act or designee, a taxpayer representative, and a
member of the Legislature or designee. The Task Force shall publicly convene immediately upon
its creation to exavine and reconymend to the Logislature all statutory and regulatory changes
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neoessary for the equitable zmplemmtaiwn of this measure congistent with its purpose and intent.
The Legislature, after conferring with the Task Force, shall provide by statute for the phasesin of
the reassessment of commercial and industrial real property as required by paragraph (1) of
subdivision (a), Any such phase-in shell provide for reassessment of a percentage of all
conumerelal and industrial real properties within each county commencing with the Hen date for
the 2022-23 fisoal year and extending over two or more len dates gach fiscal yedr theteafter, in

order to etisure a reasonable workload and implementation periad for county assessors; including - 7

provision for processing and timing of agsessment appeals. An owner shall first be obligated to

pay the taxes based on the new assessed value beginning with the lien date for the fiscal year-

‘when the county assessor has complefed the reassessment, The phase-in also shall provide

_taxpayee s whose property has been reassessed a reasonable timeframe within which to pay any -

Inerease in taxes. After the initial reassessment of commeroial and industrial real property

- pursvant to this subdivision, such commercial and industrial real property shall be periodically -
reassessed no less fiequently than overy three years as determined by the Legislature,

Notwithstanding existing statutes, the Legislature shall, in consultation with county assessors,

develop a process for hearing appeals resulting from ﬂie wassessm\,nt of properties pursuant to

this section, that Is consistent with the following:

(1) The process shall not include automatic acceptance of ’fhe applicant’s opinion of values

within a given time~frame,

(2y  The process shall impose on the taxpayer the “bln den of ' proof that the property was not

properly valued.

(3)  The process shall require the taxpayer to provide evidence relevant to any appeal in the

initial application before the looal assessment appeals board.

(4)  The process shall snsore that declsions by local administrative hearing bodies such as

agsessment appeals boards, 1 subject to judicial teview, are subject only 1o de novo judiefal

review on issues of law, while issues of faat, including valuation, shall be reviewed undey the

substantial evidence standard.

(©) i*m putposes of this seotion:

(1)  "Commercial and industrial real pmparty” means any real property that is used ag
- commercial or industrial property, or is vacant land not zoned for residential use and not vsed for
commercial agricultural production. For purposes of this paragraph, vacant land shall not
include real property that is used or protected for open spade, a park, or the equivalent
designation for land essentially free of strucfures, natural tn character to provide opportunities for
recreation and education, and intended fo preserve scenie, cultural, or historic values,
(2)  "Mixed-use real propesty" means real property on which beth residential and commercial
or industrial uses are petmitied.

(3)  "Real property used for commercial agm:m}tural pmdusﬁon" means Jand that is ugcd for
producing commercial agricultural commodities.

(H)(A) "Residential property™ shall include real property used as msuimhal property, including

both single-family and multi-unit stractures, and the fand on 'which those structures are -

consty ucted or placed,
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" (B)  The Legislature shall provide by statute that any properfy zoned as commercial or
industrial but used as long-terin residential property shall be classified as residential for purposes -
of paragraph (2) of subdivision (8), For mixed-use real property, the Legislature shall ensure

only that portion of the property that is used for commercial and industrial purposes shall be
subject to reassessment as required by paragraph (1) of subdivision (a), The Legislature shall

also define and provide by statute that limited commercial uses of residential propetty, such as

- home offives, home-based busifiesses or short-term rentals, shall be classified as residential for-
purposes of paragraph (2) of subdivision (8}, The Legislature may provide for an exclusion flom -
reassessment for the commercial share of mixed use property provided seventy-five percent
(75%) or more of the pxop@i:br by squai*e footage or value is residential.

(d) (1) Subject to paragraph (2} of this subdivision, upon reassessment pursuant to
subdivisions (a) and (b) , each commercial and industrial real property with 3 fair market *vahae
of thice millton dollars ($3,000,000) or less shall not be subject to reassessment pursuant fo
paragraph (1) of subdivision (a) and shell be agsessed as required by Section 2 of this
- Article, The amount specified in this paragraph shall be adjusted for inflation every two years
commencing January 1, 2025, as determined by the State Board of Equalization, The State Board
of Equalization shall caleulate the adjustment separately for each county taking info
consideration differences in average commercial and industrial market values among counties.
2) Notwithstanding paragraph (1) of this subdivision, real property that would otherwise
comply with the exclusion set forth in paragraph (1) of this subdivision shall be subject to .
reassessment pursuant to paragraph (1) of subdivision (a) if any of the direct or indirect
beneficial owners of such real property own a divect or indirect beneficial ownership interest(s)
in other commercial and/or industrial real property located in the State, which such real property
in the aggregate (inchuding the subject property) has a fair market value in excess of three million
dollars ($3,000,000). The amount specified in this paragraph shall be adjusted for inflation every
two years commencing Jamuary 1, 2025, as determined by the State Board of Bqualization,
&) All determinations of fair market value vnder this subdivision shall be determined by
the county assessor of the county in which the property is located, and such determinations by
the county assessor shall be conclusive and mb;eo‘t only to judicial review ior abuse of
discretion,
C) In order to i}e alipible for the exdusmn provided by paragraph (1) of this subdivision,
the owner of the real property shall make a olaim and certify annually fo the county assessor
* under penalty of perjury that the conditions required by paragraphs (1) and (2) of this subdivision
. for exemption from reassessment have been met and shall be subject to audit by the county or the
State as-to that certification, The Board of B }Iquah?%txon shall have the authority fo conduct any
audits on behalf of the State.
(5 Any real property excluded from reassessment under patagraph (1) of this subchvmon
shall only be excluded from reassessment so long as it meets the conditions imposed by
parageaphs (1) and (2) of this subdivision. If there is any change in the direct or indirect

benefictal ownership of such real property, a new claim and certifi c.atzoa must be made to the
cmmty AS5ESs0L,
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(6)  Any appeals by taxpayers who are found not to be excluded fmm regssessment pursuant
to paragraph (1) of this sybdivision shall be subject to the p1 ocess for hearing appeals as
provided in subdmsmn (L.

(e} (1) Provided fifty percent (50%) or more of the oc.cﬁpiad squaré feot&ge of a commercial or

industrial real property is occupied by a small business as defined in paragraph (4) of this

~ gubdivision; the provistons-of patagraph (1) of subdivision (a) shall not take effect prior t¢ the -
Hen date for the 2025-26 fiscal year; provided, however, that if the Legislature establishes by
statute pursuant to subdivision (b) that a real property qualified under this paragraph shall be
" resssessed on a lien date subsequent (o the 2025-26 fiscal year, then sych prc}party shall be
reassessed commencing on that subsequent lien date, - ‘

2} In oxder to be eligible for the defeteal provided by pamgraph (Lyof this subdivisi sion, the
owner of the property shall make a claim and certify annually to the county assessor under
penalty of perjury that the conditions required by paragraph (1) of this subdivision for deferral
from reassessirient have been met and shaﬂ be subj eet to andit by the cmmty or the Board of
Equalization as to that certification.
3, Any real property for which reassessment is deferred under paragraph (1) of this -
subdivision shall only be eligible for deferral so long as it meets the conditions imposed by
paragraph (1) of this subdivision and if there is any change in the direct or indirect benefioial
ownership of such real property, a new clain and certification must be made to the county
assessor, Upon termingtion of the deferral, the property shall be sub;ect 1o paragraph (yof
subdivision (a).

(4) - For purposes of this subdwlsxon the texm small bumncs;& bhall include only tho se
businesses which meet all of the following conditions:

(A) The business has fewer than 50 annual full-time equivalent cmplnyses

(B The business is independently owned and operated such that the business ownership
{nterests, management and operation are not subject to control, restriction, modiﬁoatmn ot
limitation, by an outside sonzce, individual or another business, -

) The business owns real property located in California,

()  For purposes of this section the failure in any year to claim, in a manner required by the
laws in effect at the time the claim is required o be made, an exclusion or classification which
reduces or defers an assessiment or reassessment shall be deemed a walvet of the exclusion or
classification for that year.

()  Using the methodology prescribed by the Legislature pursuant to subdivision (2) of
Section 8.6 of Article XVI, the percentage change In gross faxable assessed valuation within a
clty, county, or a oity and connty used to caleulate an entity’s vehicle license foe adjustment
amount pursuant to Section 97,70 of the Revenue and Taxation Code shall not include the

- gdditional assessed vatuation that results from the application of this section.

(h) Notwithstanding Section 16 of Article XV or any other law, the additional assessed
valuation that results from the application of this section shall not be factored into to any division

3340



of taxes or calwﬂatzon of growth for treatment as tax mcremcn% and shall not be dﬂfufted in any
manner whatsoever,

SEC, ?‘. Section 3.1 of Altxcle XI"H Gf the Cahforma Constﬁutmn is added to read:

SEC. 3.1, (&) {1) For each taxpayer paying the tax on tangible pcrsonal property, including
- business.equipment and fixtures, used for business purposes, either of the following shall apply:
(AY (i) Por ataxpayer that is 4 small business, as defined in paragraph (4) of subdivision (g)
of Section 2.5 of Article XIH A, all tangible: personal property owned and used for business
purposes is exempt from taxation,
()  Ataxpayer shall make & claim and certify annvally to the coumy assessor vnder penalty
of pesjury that the condition required by this subparageaph for exemption hag been met and such
claim shall be subject to audit by the county ot the state as to that certification,
(B)  Exceptfor ataxpayer subject to subparagraph (A) of paragraph (1) of this subdivision, an
amount of up to five hundred thousand dollars ($500,000) of combined tangible personal
property and fixtures, per taxpayer, is exempt from taxation. -
() Adreraft and vessels shall not be subject to this exemption.
(3) . The Legislature shall not lower the exemption amownts provided by this subdivision or
chzmge their application, but may increase the exemption amount specified in subparagraph (B)

of paragraph (1) of this subdivision wnsmtcnt with ﬂm authmny emmem’ied in Section 2 of this
Article,

(b) Thé Legistature shall provicle by %tatute that all related entities, including but not limited

to any subsidiaries, holding companies, or parcm cm‘paratmns, are considered one “taxpayer" for
the purposes of this section,

SIC, 8. Section 16 of Article XITT B of the Califomia Constitation is added to read: ‘

SEC, 16. (a) For purposes of this article, “proceeds of taxes” shall not include the additional
revenues generated by Section 2.5 of Auticle XIIT A. -

(b)  For purposes of this article, appropriations subject to limitation of each entity of
government shall not include appropriations of the additional revenues collecied as a result of the
implementation of Seetion 2.5 of Artiele XII A,

SEC. 9. Effective Date. - -

This measure shall becone operative on January 1, 2022, except that subdivision (a) of Section
3.1 of Article X1 shall become operative on Januaty 1, 2024, and subdivision (d) of Section 8.6

of Article X V1 and subdivision (b} of Section 2,5 of Az tmkz }QII A shall become opemtm:
immediately upon passage of this measure,

- SEC. 10, Se\fexabﬂity
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The prewemns of this Act are sesvera}ola If any por tion, secﬁan subdivision, pauagraph, clause,
sentence, phiase, word, or apphcatzon of this Act is for any reason hield fo be invalid by a
decision of any court of competent jurisdiction, that decision shall not affect the validity of the
remaining portions of this Act, The People of the State of California hsreby declare that they
would have adopted this Act and each and every portion, section, subdivision, patagraph, clause,
sentence, phrase, word, and applcation not declared invalid or unconstitutional without regard to
- whether any-portion of this Act or application thereof would be subsequently declared invalid,

Notwithstanding the foregoing, Section 7 of this Act is non-severable from Section 6 of this Act. T

SEC. 11, Libemi Cm}stmctim

This Act shall be liberally construed in order to effeemate it purposes as articul a:ted in Section 3
of this Act,
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~* . Print Form

Introduction Form

By a Member of the Board of Supervisors or Mayor

SNIR 1855 [1, DM | Times
8 GAR T P | g gtamp

or nfeeting vdat{)@ )

I hereby submit the following item for introduction (select only one):

&y e e x‘vyf
[ ] 1. For reference to Committee. (An Ordinance, Resolution, Motion or Charter Amendment).
2. Request for next printed agenda Without Reference to Committee.

[ ] 3. Request for hearing on a subject matter at Committee.

] 4 Request for letter beginning :"Supervisor . inquiries”

[ ] 5. City Attorney Requést.

[ ] 6.Call FileNo. | from Committee.
[_] 7. Budget Analyst request (attached written motion).

[ ]. 8. Substitute Legislation File No.

[7] 9. Reactivate File No.

. [ 1 10. Topic submitted for Mdyoral Appearance before the BOS on

. lease check the appropriate boxes. The proposed legislation should be forwarded to the'follo-wing: '

[]Small Business Commission [l Youth Commission []Bthics Commission
] P'lanning Commission [ |Building Inspection Commission
Note: For the Imperative Agenda (a resolution not on the printed agenda), use the Imperative Form.

Sponsor(s):

Mar; Fewer, Walton, Mandelmaﬁ, Haney, Preston

Subject:

Resolution Supporting Schools and Local Communities Funding Act of 2020

The text is listed:

Resolution Supporting Schools and Local Communities Funding Act of 2020

2

=

Signature of Sponsoring Supervisor:| M |

For Clerk's Use Only
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