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FILE NO. 200047 RESOLUTION NO. 

1 [Supporting Proposed California Ballot Measure- Schools and Local Communities Funding 
Act of 2020] · 

2 

. 3 Resolution supporting the proposed California state ballot measure, Schools and Local 

4 Communities Funding Act of 2020, that may bring revenue to the City and County of 

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

6 Francisco. 

7 

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

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

10 residents rely on; and 

11 WHEREAS, Since the passage of Proposition of 13 in 1978, school funding in 

12 California has experienced severe limitations in what was once the main source of funding for 

13 schools, the property tax; and 

14 WHEREAS, Per-pupil support, which relies on state funding, has declined from the top 

15 10 in the nation to the bottom .quarter; and 

16 WHEREAS, School funding in California is $2,400 per pupil less than the national 

17 average and $10,000 below the top-funded states, while California's cost of living is among 

18 the highest in the nation; and 

19 WHEREAS, Staffing ratios for teachers, guidance counselors, librarians, and 

20 administrators in California rank at the bottom in the nation; and 

21 . WHEREAS, The lack of adequate funding is the result of an inequitable tax system in 

22 which corporations and wealthy investors do not pay their fair share in property taxes; and 

23 WHEREAS, These loopholes and tax schemes result in· millions of dollars going to 

24 corporations and wealthy investors rather than to locakommunities for essential 

25 services;·and 

Supervisor Mar; Fewer, Walton, Mandelman, Haney, Preston, Yee, Ronen 
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1 WHEREAS, The property tax is one of the few discretionary sources of revenue for 

2 cities and counties; and 

3 WHEREAS, Experts estimate that the California Schools and Local Communities 

4 Funding Act recl.aims $12 billion in property tax revenue every year by closing loopholes in 

5 California's property tax system; and 

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

7 WHEREAS, The California Schools and Local Communities Funding Act does not 

. 8 affect property taxes for homeowners or renters because the initiative exempts all residential 

9 property; and 

10 WHEREAS, Allocation of revenues to cities, counties and special districts will follow 

11 current property tax allocation; and 

12 WHEREAS, The measure will provide billions in locally-controlled property tax funding 

13 yearly for cities, counties, and special districts; and 

14 · WHEREAS, The measure will provide funding to all school districts, over and above 

15 Proposition 98 funding, and follow the local control funding formula to all students in need in 

16 all districts; and 

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

18' identified that the vast majority of reclaimed revenue will come from a fraction of large 

19 commercial and industrial properties; and 

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

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

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

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

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

25 high-density housing; and 

Supervisor Mar; Fewer, Walton, Mandelman, Haney, Preston, Yee, Ronen 
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1 WHEREAS, The measure incentivizes the development of residential units and 

2 provides more funding for communities to invest in affordable housing; and 

3 WHEREAS, The measure provides 'new. tax incentives.to spur new investment in small 

4 businesses by eliminating the business personal property tax on equipment for California's 

5 small businesses; and 

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

7 . .worth $3 million or less; and 

8 WHEREAS, The measure levels the playing field for businesses that already pay their 

9 fair share in our communities; and 

1 0 WHEREAS, The Schools and Communities Funding Act will'bring in about $800 million 

11 to the City and County of $an Francisco, San Francisco Unified School District, ancl City 

12 Collegeof San Francisco; and 

13 WHEREAS, On April 24, 2018 the San Francisco Board of Supervisors adopted 

14 Supervisor Sandra Fewer's Resolution reaffirming the Board of Supervisors support for a split-· 

15 roll reform of Proposition 13 in order to close the commercial property tax loophole and 

16 restore billions in revenue; and 

17 . WHEREAS, The Schools and Communities Funding Act will be on the November 2020 

18 ballot; now, therefore, be it 

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

20 Schools and Local Communities Funding Act of 2020 for a ballot measure in November 2020; 

21 and, be it 

22 FURTHER RESOLVED, That the City and Coun~y of San Francisco urges other 

23 municipalities to su.pport the California Schools and Local Communities Funding Act of 2020. 

24 

25 

· Supervisor Mar; Fewer, Walton, Mandelman, Haney, Preston, Yee, Ronen 
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September 12~ 2019 

YIA;PERSQNAL DELIVERY; 

Anabel Renteria 
lniti.atlve Coordinator 
Office of Attorney Ge.neral 
BOO I Street 
Sacrmnei1to; CA 95814 

Re: Initintiv~ No. 19~0008 - Amendl,tlent 

Dear Ms. Renteria: . 

Pursuant to subdivisi011 (b) ofSecLion9002 of the Elections Code, enclosed please find an 
amendment to the ah~n,·e referenced initiative. The amendments ·ate reasonably ger1i1.at1e to the 
theme~ purpose or subject of the initiative n1easure as originally submitted. 

. ' 

I am one of the proponents of the measure l;lnd request the Attomey Gen.eral pt·epare a circulating 
title and summary of the me~stu·e t:tsing the amended language. ' 

Sincerely~ 

. ANTHONY THIGPE1\TN CAROL MOON GOLDBERG 

·BENJAtvUN MCBRIDE 
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September 12,2019 

VI .. A PERSONAL DELIVERY ' . . . . 

Anabel Renteria 
Initiative Coordinator 

. Office of Attomey General 
1.300 I Street . · 
Sacramento1 CA 95814 

Re~ Initiative No. 1.9-0008 ..... Amendm.ent 

Dear Ms. Renteria: 

Pursuant to subdivision (b) of Section 9002 of the Elections Code~ enclosed please find an 
mnendment to the above referenced initiative. The amendments are reasonably germane to the 
th.etne, purpose or subject of the initiative measure as originally submitted. 

I am one of the proponents ofthe meast.tre and request the Attorney Qeneral prepare. a circulating 
. title and sumn1.ary ofthe nle.asute using the amended language, · 

ANTHONY TliiGPENN CAROL MOON GOLDBERG 

BENJAMIN MCBRIDE 
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SECTION 1, Title 

This measure shall be k~10W11 as ~'The California Schools and Local Communities 
Funding Act of2020.n 

SEC.2. Findings 

(a) California is the fifth largest economy 1n the world~ but if we don't invest in our- future; 
we !Ill fall b.ehind. To grow om eco11omy and provide. a better quality of life no:w > and for 
fhtu:re generations of Caiifomians} we need to do a better job of investing in otll' schools, 
oonum.mity co1leges1 and local oon:ununities, and do more to encourage small businesses 
and sta:rt~tlps. 

· (b) Our competitiveness begins with. making ohild1:en and their ed\ication a priority, D~cad.es 
of outs ruid nnderfundlng .have undermined California schools. A tecent national study . 
ranked the performance of California schools in the bottom half of all states. The top 
ranked states spend thou.sm1ds of dollat·s more per stt~dent than Callfornia. , 

(c). California's fttnding shortfall has direct consequences for our kids: W~1l'e dead last i11 the 
nation in te(:lchei·:..-ro ... sttt;dent ratios, last in gp,idance counselor to ~tud<'mt ratios1 arid. last ht 
Uhrarim.1~to .. s:t1..1d.ent ratios. 

(d) The quality of life in our loCal communities is t1lso critical to our economic futm:e, It . 
depends on streets that are safe and olea~ emergenoy·services we can count on, pa·rks and 
rec-reation prognuns that keep our youth off the streets.> ~md roads that are well 

· maintained. Our cities, counti.es and local agencies are on the front line facing the 
oonsequtm9es of the lack of affordable housing and in.oreasilig homeless11ess as. well as· 
·worsening risks u;om wildfl.res and other disasters, . . 

. {e) Pro.perly ta..'Xes on commercial and industrial properties are a principal source of funding 
ft)l' our schools and local communities. While virtnally ·every other state assesses 

. co,mmer.cial and industrial pmperty base-d on its fl;1ir market value, California allows 
C<)lllmercial and ir.tdustdal ptoperty taxes to go many years~ even decttdes~ witho1..1t · 
reassessment. This unusual system is prone to abusive re.x avojdanq,e schemes~ dJverts 
funds away from schools and local comnumities, oontributes to the shortage of affordable· 
housing, distorts bushwss competition~ aud disadvantages business sta:rt ... llps, 

(f) Califomia,s.l.mdeNtssessm.ent of commercial and inchwtrlal properties 1sa growing 
problem. Large investors and corpo:rati.ons~ many of whom are from~ other state.s and 
cotmtries~ nre using a variety of schemes t.o get armmd the law and.buy and sell ptoperties 
without being reassessed:, costillg our schools and local conJmuniti.e.s billions of dollars. 

(g) A recent study by the University of Southern Califprnia. has found that u11der,assessed 
commercial and industrial property allows owners to avoi.d over $11 bUlion in. local 
propeti.y taxes each year that should be going to support our schools and local 
conmnmiti.es. · 
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(b) California's unusuaJ commercial and industrial property tax system contributes to 
California~ s affordable ho~c1sing crisis. Studies by the Legislative Analyst Office and the 
University of California have demonstrated that Californiaps property tax system 
incentivizes oV~rners to hold idle vacant and under.-utilized commercial and industrial 
ptoperty, A refomted system,. that assesses all properties based oil their fair market 
value, would. create a powerful new incentive to build lWW housing,· 

(i) Every oo11'nnercial and industtial property owner. benefits from local schools and services 
like public safety and infrastn1ctu:re,. It h~ unfair and ant1 .. competiJ1ve that the property tax 
system forces some businesses to pay higher property troces to support our schools and 
local communities while their competitors pay much lower property taxes because their 
properties are assessed far below their fair market val~Je. 

(j) California t s unust1al property tax system not only distol'ts competition) it disco mages. 
bushte~s investments. Under the omrent system} businesses that invest in improving their 
ptopetties trigger reassessxne-nt and higher property taxes. But businesses that don't 
invest in jmpto\1ng their propwt1e.s continue to enjoy the low cost of under assessment. 

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

. (1) If we reformed California>s under .. as'Sessment problem on business properties~ California 
would still rru1k anwng the lowest states for business property taxps in the nation because 
of the California Constituiion~s provisions· related to the 1% limitation on property tax 
rates. 

(m) Thriving small businesses and start--ups are ess.entl~1l to California's economy now and for 
<)lll' future, The property tax on equipm.ent and fixture.s discourages :new stru:t .. ups~ small 
businesses and larger busin~ssf)s from making new productive investments, By requiring 
unde:1H1ssessed large properties to be assessed at fair market value1 small businesses can 
be fully exempted from the property tax on equipment and fixtures and the tax can be 
substuntially reduced for other businesses~ removing this disincentive without harm. to 
ihn<.\ing for our schools and local corntnun.ities. 

· (11) Reassessing under~assessed oomnlet·cial ~md hidush·ial property in California would 
· prltl1arlly impact a small munber ofproperHes owned by the largest c.orporations and 

wealthiest inve.'3tars. Almost 80% ofth1;1 tax benefits of the under .. assessment allowed hy 
the ~ttrrent system. go to just 8% of the propertJes. · 

(o) The benefits to ottt' schools, local communities and economy resulting fi:om ending the 
tmder-assess1l.wnt of commercial and industrial property can be achieved while protecting 
small buslnesses through exemptions and deferrals of reassessment and at the same time . ... . . 

encouraging small b1.tsinesses by creating an1ore level playing field and by ellminating 
the. property tax on bvsiness equipment and fixtures. · 
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(p) Refon:ning con1rnerdal and 111dtlstdai property assessments to fair market value-wHl 
result in a fairer system for our schools>- our local communities and our businesses. All 
businesses will compete 011 a level playing fieldt generating oillions of dollars in 
additional support for out schools and. local communities, 

SEC.3. ·. 

It is the intent .of the Peopl~ of the State of California to .do all of the following in thls measure: 

(a) Pteserve in every way Proposition 13/s protections fur homeowners and for residential 
rental properties. This measure only affects the a.ssessm~nt of taxable commerci.al and 
industrial property, 

(b) Provide for increased and stable revenues fot schools~ cities> counties and other local 
agencies by·requiringunder .. nssessed comrt1ercial and industdal properties to be assessed 
ba.~ed on th.e.ir fair market valu:e. 

(c) Distt'lbute the new revenues resi1lting ftom this measttre to schools and local 
communities, not to the State. 

( cl) Ensure that the portion of any new r~venu:es going to local schools and community 
colleges as a result of this measure is treated a.s new revenues that are in addition to all 
other funding for schools qnd co1:nmu~rlty college~~ i11cludlngProposltiou 98. 

(e) Guarantee every school district and. con1munity ·college 'V\1llreceive additional ftu1ding 
fi'om this measure and that funds going to schools and community colleges are allocated· 
in a nimmer. that is consistent with local control funding formulas intended to advance 
equi~y. 

(f) Ensure ·that any tl<~vv"revenues going_ to citi.es9 .counties~ and special districts as a reptt11t of 
this measure vvlll be nllooated in the same mt~nner as oilier· property tax revenues#. · . 
·consistent with prior ballot measures approved. by voters~ to lntptove the quality of life hr 
local con:nnunitles in all parts. of California. · 

(g) Make ce·rtain there is complete public transpar~ncy by requiring schools) community 
colleges, cities~ counties, and special districts to publicly disclose. the new revenues they 
receive and hm~r those revenues are spent in a manner tbat is wldely available and easily 
tlnderstood; · 

(h) Be very clear that this tneasur¢ only applies to taxable commercial and industdalreal 
property by i..ncludh1g provisions stating that: · 

1) All residential pxoperty is. exempt so homeowners and renters will not be affected 
in any way by this measure. · · 

2) This measure makes rio change to existing laws affecting the ta.'\"ation or 
preservation ofagl'icult\.lralland. . . 
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(i) Make no change to Pi'oposition 13 's constitutional pwvisions re.hiting to the 1% 
limitation on property tax rates for all taxable real property so local property taxes on 
cominercial and industrial property will continue to be among the lowest in the cmmtry. 
after this measure is approved by voters. · 

(j) Ensure stabiUty fbr o\vners of small business properties by providing an exclusion for 
small commercial and industrial real' property ovmers. The intent ofthis provision is to 
provide an exclusion that appHes only to the tru:e owners of small b~1sinesses and that 
lm'ge prope.rty o\vners. shall be prevented. from usirtg the exclusion for their own benefit. 

(k) Defer reassessments for properties in which small businesses account for 50% or more of 
the occupi:ed space until the 2025·20261ien date to provide those small business tenants 
additional tlme to choos:e the leasing option that works for them~ recognizing that the 
impact ofti1is measure will be different for each property) depending on how close the 
curtent assessment i.s to the faix market value and whether or not it qualifies for the small 
property exclusion for properties with a fair m.atk.et value of $3 million or less. 

(l) Encourage new and existing businesses to make new investments by eliminating the 
· . busi.ness tangible pet's.onal pt:opert:y tax on equipment and. ±1xture.s for small bt~sinesses 

and providlng a $500~000 per year exemption for all other businesses. The Legislature 
may not reduce this exemption} but it ma.y increase it. 

(~n):Provide greater equit·y i~ the taxation of commercial BJld industrial properties by 
·assessing all of them based on their actual fait mal'ket value just like start .. ups and 11ew 
commercial a:t;ld lndustrlal prope.rtfes that already are being assessed based on .their. actu.al 
fair market vah:1e, The intenti~ for all businesses to compete on a more level playing field 
and. malce sure all businesses are paying their share to support the schools and. local 
commtlnities fl~orit which they benefit 

-(n) Require the Legisla1m:~;.\ after conferring with a TaskForce on Property Tax 
Administration, to provide by stat'nte fbt the phuse~in of reassessn1ents of under~assessed 
com.meTcia! a.nd industrial real properties so that cm.mty assessors may effectively 
h11plement the new law, Such phase~ in wia begin with the lie11 date for the ~022~23 · 
fiscal year Md occur over several years, {\ffeoted o-vvners shall onl.y be obligated to pay 
the taxes based on the new wsessed value beginning with the Hen date for the fiscal year 
when th.e assessor bas completed the reassessment. - · 

(o) Require the Legislature to ensure that the phase~ in provi.sions provide affected owners of 
under-assessed cDmmerciJ:~i and ft1.dustl'ial :real properties rea.'im1able time to pay any 
incl·ease in their tax obligations resulting from this measure. 

(p) Provide for the recovery of actual direct administrative costs incuned by counties to 
effectively implement the new 1aw. 
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( q) Ensure that the General Fund an.d other funds of the. State are peld harmless by 
rehnbursing th~ State for redu.ctions in tax revenue caused by the deductibility of the 
property tax, . 

(r) Malnta:1n the Board ofEqualization1 s oversight over the. property tax system to assure the · 
public that assessments of commercial and industrial real property in eve.ry county are 
· eqult~b},e and uniform as required by this 111easu1;i;\ and to further ensl.lre that the Board of 
Eqtlalization provides statewide assistance as necessnry to support the efficient 
implementation ofthls n~easure within all 58 counties. 

SBC,4. Section 8, 7 of Article XVI ofthe California Constitution ls added to read: 

SEQ. &.7. (a) The Local School and Community College Property TaKFund is hereby cp~ated in 
the State Treasury, to be held in tntS~ and is continuously appropriated for the support of. local· 
education agencietr as that term is defined in section 421 of the Education Code as that ·statt,1te 

· read 011 J'au:uaxy l) 2020~ and for the imppo~'t of cormnunity college di.stdcts, 'I'he moneys 
deposited in the Local School and Conu:Uunity College Property Tax Fund shall be held in trust 
for schools} and shall be distributed as follows: 

· {1) Eleven percent (11%) of the moneys shall be allocated by the Board of Governors of the 
California Community Colleges to commui1ity college districts in proportion to the funding 
calclllated for each district pursuant to the df~tribution formulas operative in statute as of Jau.uary 
1~ 2020~ Ol' any suocessoi' statute; provided that property tax revenues calculated pursuant to 
section 84751 of the Education Code:~ or miy successot statute, that exceed the total funding 
calc.n,1lated for a dlst:dct pursuant to the.then~opera.tive distribution formulas sha.ll be subtracted 
from t11at district>s proportionate share of the Local School ru.1cl Col1ll111.llllty College Property 
TaxFund. · · · 
(2} Eighty ... niue percent (89%) ofthe lTtOneys shall be allocated by the Superintendent of 
Public Iusttuctlon to school districts~ charter schools and county offi\}es of education as follows.: 
(A) To school distl..'iots and chru:t~r schools, in proportion to each school districfs or cl1ru:ter 
schooP s total fimding calculated pursuant to subdivisions (a)~(i)~ inclusive, of sectlon 4223 8.02 
ot' the Education Code, as those provisions read on July 1, 2019. Any school disttict or charter 
.school that q~qalifle~ as a ~'basic aid school distriot?t or "excess tax entiti; under subdivision (o) 
of that section shall ha:ve subtl'acted from its proportionate share t>f the Local School and · 
Communit-y College l:)roperty Ta.~ Fttn.d the atnount bywb1ch the sum calculated i11 subdivision 
(j) of that section exceeds the amount calculated pursuant to subdivisions (a)-(i), inch1sive, as 
each of those provisions rend on July lt 2019. · 
(B) To. county offices of education) in proportion to each office>s total funding calculated 
pursmmt to sectiotl2574 9fthe Edt1cation Code as that section read on July 1> 2019. 
(3} Notwithstanding the above~ no· school district or c}1a1ter school shall rooeive from the 
l.ocal School and Community College Property Tt~'< F"und less thE\11 $100 per unit of average 
daily attendance) adjusted annually \tpward Ol' downward by the same. percentage that tlN Local. 
School and Community College Property Tax Fund grew or declined from the previous year) and 
no commlmii:y college. district shall receive from. the Local School and Community College 
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Property ·Tax Ftmd less than $100 per ~nrol16d nul ti.nte equivalent student, adjusted annw'l-lly 
upward or downwatd by the same percentage that the Local Sc!1Q()l and Community College 
Property Tax Fund grew or declined f1·om the previous year. · 

(b) Except as provided in paragraph(2) of subdivision (d) of Section &.6 of this Article~ 
. notwithstanding any other law~ the moneys deposited in the Local School Md Conununity 
College Property Tax: Fun.d shall not be·imhject to appropriation~ reversion) or transfer by the 
Legislature~ the Govemor~ the Director of Finance> or the Controller for any putpose other than. 
those specifl.ed in this section1 nor shall these revenues be loaned to the General Fund or any 
other fund of the State or ru1y local government fund. · 

. (c) Moneys allocated to local education agencies~ as that tettll is defhted in section 421 of the 
Education Code as that statute read 011 January 1, 2020, and to community college districts from 
tlw Local School and Community Col!eg~ Pmperty Ta:x: Fund shall supPlement, and sh<lll not 
repla.ce, other fi.1riding fnr education. Funds deposited into or allocated from the Local School 
nnd Comn1unity College Property Tax Fund shall not be part of "total allocations to school 
districts and community college districts from Generlll Fund proceeds of taxes appropriated 
pursuant to Article XIII B and a1locatet1locai pro9eeds o.f taxes'' for ptu:poses of paragraphs (2) 
and (3) of subdivision, (b) of Section 8 of this Article or for purposes of Section 21 of this 
Article. Exce}Jtas provided in subdivision (c) of Section 8.6 of this Article~ revenw;~s generated 
by Section 2.5 of Article Xlli A shall ~not be deemed to be ,General Fund reven.ues which may he 
appr9priated pursuant toA1ticle XUI B for purposes of paragraph (1) of subdivision (b) of 
Section8 ofthls Article,~ nor shall they be considered in. the determination ofpet capita General 
Fund revent1es for purposes of subdivisions (b) .ru1d (e) of Section 8 of this Article. 

(cl) Except as provided i11 subdivision (c) of Section 8.6 of this Article, revenues gel'terated by 
Section 2.5 of Art~cle XIli A shall not he deetned to be General F1111d proceeds of taxes that may 
be appropriated pursuant to Article XIII B for purposes of Section 20 ot· Section 21 ofthis · 
·Article. 

Section 8.6 of Article XVI qf the California Constitution is wlded. to read; 

SEC. 8.6. (a) The Legislature shall provide by statute a methodology~ based on historical 
experi.ence~ for deten:nh1:ing the additional reve~ue generated in each county each fiscal year as a 
res\tlt of the application of the tax rate specified in subdivision (a) of Sectionl of Article Xlli A 
and the application of Seation 2.5 of Article XIII A. The determination as to the amount of 
additlonalrevenue in each county shaH bo transmitted to the county auditor annually for use for 
the calctllations required by this section. · 

(b) After transferring the necessaty funds pw·suant to subdivisions (c)~ (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 XIII A and the 
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application of Section2.5 of Article XIII A shall be allooated and transfen·ed by the cotmty 
auditor. as follows: · 

· (1) . (A) First, to the Local School and Community College Property Tax F\1nd created.· 
pt.trsuant to Scction8,7 ofthif) Arti.ole·~ in an amount equal to the school en.titles; share of 
property taxes as determined ptu:suan:t to Chapter 6 (commencing with Section 95) of Part 0.5 of 
Division 1 of the RevemJe and T<txation Code} as that chapter read 011 January 1, 2020: 

(B) Prior to nialdng the transferpunruant to subparagraph (A) ofthl.s subdivision, the · 
county auditor slmll subtract an ru11ol.mt equal to th~ county's share of the increase in · . 
appropriations of Stute General Fund proceeds of taxes for the s.upport of school districts and 
community college districts pursuant to Section 8 of Article XVI d1Je to the revenue loss · 
restllting frolll the exemptio1is provided by Section 3,1 of Article XIU> a.'S: determined by the 
Director of Ji'immcc. The couni:t s share of additional State General Fund appropriations shall be 
transferred by the county a:uditor to the General Fund prior. to the allocation specified h1 · 
subparagraph (A) of this subdivision. The amount dew1·mined by the Director of Finance 
pu1:suantto thi.s subpl':lragraph shall for each fiscal year be apportioned by co~mty in proportion to 
the reventle loss resulth1g from the exem,pti.Ol1S ptovided by Section 3,1 of Artlole XIll. 
(2) Second, among cities~ cmmties~ and special distdcts _pursuant to Chapter 6 (commencing 
with Section 95) of Part 0.5 ofDivisi.on l of the Reve11ue at)d Taxation Code~ as that chapter read 
on January l; 2020. 

(c) The l<ran.chise Tax Board shaU determine the :reduction to the General Fund and any othet 
affected statce fund .of revenues derlved front the t:B:xes lm.posed by the Personal Income Tax Law· 
(Part 10 (commencing with Section 1700'1) of Division 2 of the Revenue and. Taxation Code) 
and the Co:rporati:on Tax Law(Part 1.1 (commencing with Seotion23001) of Division 2 of the: 
Revenue '€1nd Ta"i:ation Code), as those lawstead ·on January 1, 2020~ due to the deduction of any 
net increase in property taxes rest1lting :ft·om the implementation of Section 2.5 of Article X.III A 
and. sttbdivision (a) of Section 3.1 of Article x:m. The ·amount of reduction as determined hy the 
Franchise Tax Board shall be tr~msferred. by tlte county auditor tu the General Fond and any other 
affected state fund prior to .the allocation specified in subdivision (b). For PU!poses ofrn.aki.ng the 
detetmin.atl.mls required by Seci1on 8, 20 and 21 of this Article> the amount transfen-ed to the 
General Fund pursuant to this st.tbdivi.sion shall be deemed to be General Fund revenues which. 
may b-e appropriated pursuant to Art1ole XIII B and General Fund proceeds-oftaxes appropriated 
purst,mnt to Article XIll Bt and shall be included in the oaloulation, of per capita General Fund . · . . . 
1·evenues .. The amo\mt transferred pul'SUtttl.t to this subdivision shall for eac.h fiscal year be 
apportioned among the co1.mties in pmpottfon to each county's oontdbuiion to the total additional 
revenue resulting itom. the application oftne tax rate specified in subd:ivisio11 (a) of Section 1 of 

· Article XIII A and the application Section 2.5 of Article XIII A determined itlr all counties, · 

(d) (1) Each couilty or city and. county shall be annually cotn.pcusated for the actual direct . . 
administrative costs ofim.plementing S.ection2S of Article XIII A and Section 3.1 of Article · 
XIII ~1s identified by the board of s:opervisots of the county or city and county consistent with 
statt~tes identifying u~ose costs. The Legislature shali determine by statute what COllSti111tes actual 
direct administrative costs for purposes of this subdivision. Such costs shall at a minimum 
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include the costs of assessment~ assessment appeals~ legal counsel, tax allocation and 
distribution~ &nd auditing and enfbrc.cment of the provisions of Section 3.1 of Atiicle XIII and 
Section 2.5 of Article XJU A. It is the inte1:1t of this subdivision to provide full adequate funding . 
to counties to cover aU costs associated with implementation of the Act 

(2) The Legislature shall determine by statute the initial start ... up costs necessary for each 
county or city and county and. tb~ Board ofEquaiizationto implement the Act and shall 

· appropriate State General Fund monies to P~lY for such startup costs tmtif suffici~nt-tnnds are 
avail~tble to pay for all ongoing costs ta implement the Act, at which time the statute shall 
provide for the State General ~und to be reirnbutsed. 

(e) Bach county or city and county shall annually be reimbursed for actual refunds of 
property taxes paid in the prior fmcal year <~S a reslJlt of corrections to· assessments made pursuant 
to Section 2.5 of Ati:icle XIII A. The amount reimbursed pm·sutwtt to this subdivision shall for 
each fiscal year be subtracted ftom each countyts contribution to the total additional revenue 
resulting from~ the application of Section 2.5 of Atiicle XIII A as a vesult of the application of the 
tax rate specified in subdivision (a) of Section 1 of Article XIII A 

(f) All local education agencies~ community colleges> counties, cities and counties, cities) 
and special districts that receive f\mds from th.e revenues generated by Section 2.5 of Article XIII 
A shall pubHcly d1~clost? for each fl.scal year, including in their annual budgets~ the an1otmt of 
prope1ty tax revenues they received for that fiscal yeat. as tbe result of Secti<m 2.5 of Artlcle. XIII 
A and how those revenues were spent.. Such disclosure shalf be made. so that it is widely 
available to tbeptibli~ and written so as to be eftsily understood. 

SEC.6. Section2.5 of Artlofe XUI A of the Califomia Constitttdon is added to read: 

SEC. 2.5, (a) (1) Notwithstanding Seotion2 of this Artlole~ for the lien date for the 2022~23 
i1scal yt.-at' and each lien date thereafter} the ~i:full cash value'' of commercial and industrial real 
property that is not otherwise exen1pt under the Constitution is the fair market value of such real· 
property as <?fthat date as determined by the county assessor of the county i,n 'Nhich such real . 
property is locnted) except as provided by the Legislature i)ursnant to subdivision (b). 
(2) Paragraph (1) of this subdivision shall not apply to. residential property as defin~d in this 
section; whethe1· it is ovcupled by a homeownet or a renter. Residential property as defined in 
thi~ section shall be assessed as requited by Section 2 of this Article. Paragraph (1) of this 
subdivision sball also not apply to real property used fb1· commercial agrlotdtural prod\1ction as 
dei1ned in this section. Real property used for commercial a&rrlcultural production as de:finect. in 
this section shall be. assessed as 1:equired by Section, 2 o.f thls Article, 

(b) The Leglslat'tlte shall establish a Task Force on Prope1ty Tax Administration imniediate1y 
after tl1is section is enacted, includh1g a county assessol' or designee~ a Board of Equalization 
member or designee~ a proponent oftl1is Act or designee~ a taxpayer representative) and a 
member ofthe Legislature or designee. The Task Force shall publicly convene hnwediately upon 
its creation to exmnine and recommend to the Legislature all statuto~)' and regtdatory changes 
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necessal;Y for the equita.ble implementatio11 ofthis measure consistent Y\~th its purpose and intent. 
The Legislatur<;\ after conferring with the Task Force~ shall provide by statute fbr the phase"in of 
the reassessment of commercial and industritll real property as requir~d by paragraph '(1) of 
subdivision (a), Any such pltase~in shall provide for reassessment of a percentage of all 
c.o1.111n.er.cial and i:ndustrial real properties within, each county_commencing with the Hen date .for 
the 2022-23 fiscal year and extendi11g oyer two or more lien dates each fiscal year thel'emter} in 
order to eusure ~n~asona.bhnvorkloud a11d implci'nentatfon period .for county assessors; including 
provision for processing and timing of assessn1ent appeals. An owner shall first be obligated to 
pay the taxes base-d ~m the 11ew assessed value bl;lginnlng with the Hen date fot the :fls.\)al year·· 
. when the county assessor has completed ti1e reassessment. The phase-in also shall pmvide 
taxpayt~rs whose pl'opelty has been l'easse.ssed. a reasonable timeirame within whioh to pay any . 

. . . . . 

.increase in taxes.. Aft-er the initial reassessment of commerch1l and industrial real property 
pursuant to this stibdivislon~ such commercial and h1dustrlol real property shall be pedodlcally · 
reassesse.(l no less fi:eqt.J.ently than every three years a.s detennined'by the Legislattm:), 
Notwithstanding existing statutes~ the Legislature shall~ in ionsultatio11 with county assessors~ 
develop a pro®ss tbr headng appeals resultii1g from the reassessment of properties :punruant to 
this section that is consist~11t with tbe follovvh)g: 
(1) TI1e process sh~U not inc.Jud~ automatic acceptance of the applicant's 01Jlnion. ofvalu~s 
willtin a given t11ue~fi.:ame. 
(2) The process shall impose on the taxpayer the hurde11 of:' 1)roofthat the prope1ty was not 
prope:dy valued. 
(3) The process shall reqr1ire the taxpaye.do provide evid~nce relevant to any appeal in th~ . . . 

initial application before the local a~sessment appeals board. 
(4) The process shall ensure that decisf<)ns by locaL ttdniioJstl'ative he.arlng bod:ies such ~s 
assessment appeals boards) if subject to Judicial revlew1 ru·e Stlhjeot only to de novo judichu 
tevlew on issues of law, while i.ssues offac~ inclttding val.uati,on, sltall be reviewed undet the 
substimtiai evidence st~ndard. . · 

(c) For purposes ofthla. section: 
(1) '1Com.mercial awl industrial real prope1:tt' means any real prot>erty that is used as 

· . commercial or industrial property~ or is vacant land not zoned for residential use and not used for 
commercial ~~gricuitu:tal production. For putl'oses: <)fthJs paragraph, vacant land shalL not 
include real prop~r,ty that ls used Qt' protected for open space, a park> or the equivalent 
designation for land. essentially free of strt:lctm~es} natural in character to provide opportuniti.es. for 
reore.ation tmd educa.t'ion1 and inte,nded to preserve scenic~ cultural~ ot' historic vruuea. 
(2) 11:tv'Hxed ... use real pt'<)perty'1 means real property on which boih residential and commercitll 
ot industrial uses ate. pern:Utted .. 
(3) 1'Rea.l property used fbr commercial agrl<mltu.ral prod\1ction11 mci:ulS land that Is used for 
producing c6nm1ercial agricultural commodities. 
(4)(A) 11Resi.dential p1'op(.)rtyn shali 1nclttc1e t-eEd property used as residential property~ including 
bbth single~fumily und multi~tmit structures, and the land. on which those structures are · 
0011structed or placed. 
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· (B) The Legislature shaH provide by statute that any property zoned as commercial or 
industrial but used as long~tenn residential property shall be c~assified as tesidential for pwposes . 
·of paragraph (2) of subdivision (a), Formlxed~use reatproperty, the Legislattu:e shall ensure 
only that portion of tile property that is used for cmmiJ.ercial and industtial pul'poses shrill be 
subject to reassessment as required by paragt'aph (1) of subdivision (a), The Legislatur~ shall 
also define and provlde by statute that limited oommerci.al uses of residential property, such ~ts 

· · home of.t1oes)·home ... based hush1esses ot short.-term rentals, shall be classlfied as residential for·· ··- ·· 
purposes of paragraph (2) of subdivision (a). The Legislature may provide for an exclusion f1'om 
·reassessment fbr the commercial share ofrtrlxed use property provided seventy~five percent 
(75%) ormore oftlie. propeity by square footage or value is reside11tial. 

(d) (1) Subject to paragraph (2) of this subdivision, upon r_eassessment pursuant to 
subdivisions (a) and (b) ,'each comtner.cial a11d industrial real property with a fai;t market value 
oftbree million dollars ($3~000,000) or less shall not be subject to reassessment p1.1rsuant to· 
pur~tgraph (l) of subdivis:Ion (a) and shrill be assessed as requited by Section 2 of this 
Article. The runount specified iu this paragraph shall be adjusted for inflation every tvlo years 
commencing January 1, 2025, as determined by the State Board of Equalization, The State Board 
of Equalizat1on shall calculate the adjustment separately for each county t~lking into 
considerati.on differences in t\Verage commercial and industtial tnarket valU9S among COt.lntieS, 
(2) Notwithstanding para.6r:taph (1) oft11is subdivision~ real propetty that would otherwise 
comply with the exclusion set fotth hJ. paragraph ( 1) of this subdl vision sh,tll be subject to , 
reassessment pursuant to paragraph (1) of subdivision (a) lf any of the direct or indirect 
beneficial ow.nel'S of st.wh realpropetty own a ditect or indirect beneficial ownership interest( s) 
in. other con1mercial and/or indtl.Sttiul real property located in the State, which such real property 
in the aggregate (includh'lg the subject property) has a fhlr market valt.1e in excess of three million 
dollars ($3~000~000), The (!Jnount specified in this paragraph shall be 'adjusted for inflation every 
tvo years commencing Jamm17 1~ 2025~ as determined by the State Board of Equalization, 
(3) All determinations offair mf;lrket vaLue under this subdivision shall be determined by 
the county assessor of the county in which the property is located; and such detenninations. hy 

.. the county assessor shall be .conclusive ~.d subject ottly to judicial revie\\r tbr abuse of 
discretion. · 
(4) In order to he eligible for the exclusion provided by paragraph (l) of this subdivision~ 
the owner of the real property shaH make a claim and certify annually to the cotmty assessor 
undel' penalty ofpe1:jury that the conditions required by paragraphs (1) and (2) of this subdivision 
for exexnption from reassessment have been met and shall be subject to audit by the county or the 
State as to that ce,rtiilcation, The Board ofEquaHzatio11 shall have the authority to conduct any 
audits on behalf of the State. · 
(5) Any re&l properly excludedfron1 reassessment under paragraph (1) of this subcUvi.sion · 
shall only be excluded ftom reassessment so long as it meets the conditions imposed by 
paragraphs (1) and (2) of this strbdivision. If there is any change in the direct or i.ndirect 
bendicial ownership of such real property> a new clahn and c-ertification. must be made to the 
county assessor. 
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(6) Any appeals by taxpayers who m::e found not to be excluded from reassessment p:ursuant 
to paragraph (1) ol:~this subdivislon shall be subject to the process for hearh1g appeals as 
J:lrovided in subdivision (b), 

(e) (1) Provided fifty percent (SO%) or more of the occup1ed square footage of a commercial or 
inclustrla1real pmperty is, occupied by a small business as defined in paragraph (4) of this 

·· · .:· "· - ' ·· suhdivislo~ the t:irovis1orig'efparagraph (1) ofstibdivisl:oir(a) shall not take effect pri01: to the· : _. .. , ··· ·· · ... 
lien date for the 2025 .. 26 fiscal year; provided~ however~ that if the Legislature estahHshe.~ by 
statute pt1rs1.tant to subdivision (b) that a real property qualified under this pttragraph shall be 
reassessed on a lien date subsequent to t~e 2025~2~ fiscal year~ then such property shall be 
reassessed, conu:nencing on that subsequent lien date .. 
(2) In order to be eligible for the deferral provided by pa:ragr~ph (1) ofth!s subdivision, the 
owne1~ of the property shall make a claim and certifY ammally to the county assessor under 
penalty of perjury that the conditions reqilire<;l by paragraph (1) ofthls subdivision for deferral 
ftom reassessnient have been met rutd shall be stJ:bjeot to audit by the co1.1nty 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 fur deibmtl so long as it meets the conditions i.mpos.ed by 
paragraph (1) ofthis subdivishm and if there is any change in the direct or indh:ec.t benefioii"tl 
ownership of such real property~ a new claim and ~erti±1cation must be made to the county 
assessor. Upon te:tmfuation of the deferral,. fue. property shaH be subjectto·paragraph (1) of 
snbdivision (a). · 
(4) For purposes ofthls subdivision. the te:c.m small business shall include only those · 
businesses which meet ~tll of the following conditions·: · 
(A) The bt1silless has fewer than SO ammal full~tlme equivalent employees. 
(B) The business is independently owned and operated such thatthe busine.,.qs ownership 
interests~ management and· operation are not subject to· control; restriction, modification or 
limitatiou by an outslde sotu:ce~ i11dividualot another busine~s. · · 
(C) The bush~e.ss owns real property located in California, 

(f) · For ptwposes of this sectiop. the faHure i11 a11y. year to claim, in a manner reqnired by the 
laws in efl:bct at the time the claim is required to be made~ an exoh.1si.on or classification which 
reduces or defers an assessment or reassessm.ont shall be deellted a waiver of the e.xcluaion or . 
classification for that. year. 

(g) Using the methodology presc1ibed by the Legislature pursuant to subdivision (a) of 
Section &.6 of Article XVI~ the percentage change in gross taxable assessed V1:1htation wlthin a 
clty1 coutityt or a city and. cou1ity used to calculat~ an entity,s vehicle license fue adj\1~tme.i1t 
amount pursuant to Section 97.70 ofthe·Revenue m~d Taxation Code shall not inch1de the. 
additional assessed valuation. that results frotn the application of this section, 

(h) Notwithstanding Section 16 of Article XVI or Ul1)' other lmv~ the ad~~itional assessed 
valuati.on that results from the application ofthis section shall not be factoi'ed into to any division. 
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of taxes or calc'illation of growth for treatment as tax increment and shall not be diverted in any 
mann.er whatsoever. 

SEjc 7· .... ' . Section3J ofAttiole Xill ofthe.Californla Constitution is added tQ read: 

SEC. 3 .1. (a) (1) For each taxpaye-r paying the tax on tangible personal pl'operty~ including 
business e.quipme11t and :fixtw:es,..used for. business purposes'} -either o:f the following'sh.all. apply: 
(A) · (i) For a. taxpayer that is a small business> as defined in paragraph (4) of subdivision (e) 
of Sec.tion 2,5 of Article XITI ~ all tangible personal pwperty owned and :used for bl!siness 
pm·poses is exen1pt il:om taxation., 
(ii) A taxpayer shall make a claim ~tnd certify annually to the county assessor under penalty 
of perjury that the condition required by this subparagraph for exemption has been met and. sucl1 
claim shall be subject to audit by th.e county or the state as to that certli1cation, 
(B) Except for a taxpayer subject to subparagraph (A) ofpamgraph (1) of this S\tbdivision) an 
amount ofup to five hundred thousand dollars ~$500~000) of combined tangible personal 
l)toperty'and fixtures~ per taxpayer~ is exempt from taxation. 
(2) Aircraft nnd vessels shall not be s'ltbJect to this exemption, 
(3) TI1e Legislatute shall not lower the exemption amounts provided by thi.s subdivision or. 
change their application~ but may itmrease the exemption runount specified in subptlragraph (B) 
of paragraph (1) ofthis subdivision consistent with the authority enumerated in Section 2 of this 
Article. 

(b) The Legislature shall provide- by statute that all related entitieS~ including but not lhnit'ed 
to any subsidiaries, holding companies~ or parent corporationst are ccmsidered one ~~ta---s:payerH t<n: 
the purposes of this section. 

SEC. 8. Section 16 ofAti:icle XIIl B ofthe California Constituti.on is added to read: 

SEC, 16. (a) J?or: pt~rposes ofthls article, ('p-roceeds oftaxes" shall not i.nclude the additional 
revenues generated by .Section2.5 of Article XIII A. · 

(b) For ptlrposes of this article~ appropriations subject to limitation of each entity of 
governJn.e11t shall not htol:ude appropriations ofthe additional revenues collected as a restilt of the 
hnplemen.tation of Section 2.5 of Article XIII A. · 

SEC.9. . Effective Date. · · 

This measure shall become operative on January l ~ 2022, except that subdivision (a) of Section 
3, l of Article XUI 'shall become operative on January l_, 2024~ and subdivision (d) of Section 8.6 
of Article XVI a.nd subdivision (b) ofSection2.S of Article XIII A shaU become operative-. 
immediately upon passage ofth1s measme, 

SEC. 10. Severability 
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· The provisions of this Act are severable. If any portion} section~ subdivision~ paragraph) clause} 
sentence, phra$e, word, or application of this. A<;t is fot any reason held to be invalid by a 
decision. of any court of competent ju1'isdietion, that decision shall not affect the val~(iity of the 
remaining portions of thl.s Act.. The People of the State of Califor:nia hei:eby declare that they 
would have adopted this Act and each and <w~ry portion.1.Section, subdivision) paragraph~ clause~ 
sentenceJ. p1wase) word~ alld application not declared invalid ot: unconstitutional without regard to 

. whether any.pqt\iQ~ ofthis)\ct orappli9f'l:tion thereof•NP\il9, p~Jiub~~-quently declared invalid~ ........... . 
Notwithstand-Ing the foregoing~ Section 7 ofthis Act Is non~severable from Section 6 of this Act 

SEC. 11. Liberal Construction 

This Act shall be liberally construed in order to effectuate it purposes as articulated in Section 3 
of t11is Act. 
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