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Agenda Item: 7
Meeting Date: April 10, 2018

Staff Contact
David Kelley, City Manager

Agenda Item Title
Consideration and Adoption of Resolution 021-2018 of the City Council of the City of Cloverdale opposing the
Tax Fairness, Transparency and Accountability Act of 2018.
Background
The “Tax Fairness, Transparency and Accountability Act of 2018” or (AG# 17-0050 Amdt. #1), is currently under
circulation for signatures and proposed for the November ballot. This initiative would drastically limit local
revenue authority, while making comparatively minor modifications to state authority. For cities and other local
agencies, it applies retroactively and may void any local measure approved by local voters on or after January 1,
2018, but prior to the effective date of this act, that does not comply with the provisions of the act.
This initiative is sponsored by the California Business Roundtable, an organization that claims membership from
some of the State’s largest companies including, Wells Fargo, Albertsons, KB Home, Blackstone Group, Chevron,
Farmers Insurance, Granite Construction and others.
One paragraph among the three pages declares one of the purposes of the measure is to overturn “loopholes”
created by Cannabis Coalition v. City of Upland (concern that voters could enact special taxes via initiative by
majority vote); Chamber of Commerce v. Air Resources Board (a recent case lost by the Chamber which alleged
that the state Cap and Trade Program was an illegal tax) and Schmeer v. Los Angeles (which held that a locally
imposed-grocer retained bag fee was not a tax).
This measure, however, has much broader impacts than such fixes.
For more background on the Tax Fairness, Transparency and Accountability Act of 2018 you may view the title
and summary and the LAO fiscal impact estimate.
Summary
This initiative would drastically limit local revenue authority and for cities and other local agencies, it applies
retroactively and may void any local measure approved by local voters on or after January 1, 2018, but prior to
the effective date of this act, that does not comply with the provisions of the act, and:
Restricting Local Tax Authority:
a) Eliminates local authority to impose a tax for general purposes by majority vote and instead requires
all local proposed tax increases subject to a two-thirds vote. This proposal also requires two-thirds
approval of all members of the local legislative body before a tax can be placed on the ballot.
b) Requires a two-thirds vote to “extend” a tax to new territory, a new class of payor, or expanded
base. For cities, this would limit all future annexations by requiring a separate two-thirds vote of the
affected residents prior to applying any existing city tax. Other limitations may apply to a local
interpretation that an existing local tax applies to a business or product.
c) Expands the definition of a tax to include payments voluntarily made in exchange for a benefit
received, which may cover local franchise fees.

d) Prohibits any tax to be placed on the ballot unless it either specifically identifies, by binding and
enforceable limitation, how it can be spent, with any change requiring reapproval by the electorate, or
states in a separate stand-alone segment of the ballot that the tax revenue is intended for
“unrestricted revenue purposes.”
e) Requires tax measures to be consolidated with the regularly scheduled general election for members
of the governing body, unless an emergency is declared by a unanimous vote of the governing body.
f) Expands the application of this act to include actions and “legal authority” that may be “enforced” or
“implemented” by a local government.
g) Requires a tax imposed by initiative to also be subject to a two-thirds vote, to address concerns over
the Upland decision.
h) Clarifies a levy, charge, or exaction retained by and payable to a non-governmental entity is a tax, if
the local agency limits in any way the use of the proceeds, to address concerns over the Schmeer
decision.
i)
Exempts existing school bond (55% vote) construction authority from the application of the bill.
Restricting Local Fee Authority:
Restricts the ability of a local government to impose fees or charges, other than those subject to Prop. 218, by:
a) Prohibiting a fee or charge from being imposed, increased or extended unless approved by two-thirds
vote of the legislative body.
b) Authorizing a referendum on decisions of a legislative body to impose, increase or extend a fee or
charge triggered by petitions signed by 5% of affected voters.
c) Requiring a fee or charge proposed by initiative to be subject to a two-thirds vote of the electorate.
d) Narrows the legal threshold from “reasonable” to “actual” costs for fees applied to local services,
permits, licenses, etc. Further, the measure authorizes new avenues to challenge “actual” costs by
enabling a payor to also second-guess in court whether they are “reasonable.” Opens up further
litigation and debate by replacing the existing standard that fees and charges bear a “fair and
reasonable relationship to the payors burdens and benefits” with a more rigorous “proportional to the
costs created by the payor” standard.
e) Increases the legal burden of proof for local agencies from “preponderance of evidence” (more likely
than not) to “clear and convincing evidence” (high probability) to establish that a levy, charge or other
exaction is: (1) not a tax, (2) the amount is no more than necessary to cover the actual costs, and (3)
the revenue is not being used for other than its stated purpose.
Provisions Applicable to State Actions:
a) Requires a tax contained in a regulation adopted by a state agency must be approved by two-third vote
of the Legislature (unless the Legislature adopted a state tax that authorized the action of the state
agency). This change is responsive to the recent Chamber of Commerce decision on cap and trade
revenues.
b) Unlike the retroactive provisions that apply to local government, the application of this Act to the state
is only prospective.
c) Requires a fee contained in a regulation adopted by a state agency to be approved by majority vote of
the Legislature.
d) Imposes the same burden of proof changes applied to local governments.
As stated above, this initiative is sponsored by the California Business Roundtable. Attachment 2 reflects
financial contributions to Californians for Accountability and Transparency in Gov't Spending since 1/1/18. A
sample letter is attached (Attachment 3) that can be sent to our local business partners requesting that they
place a phone call and ask the California Business Roundtable (CBRT) to stop circulating this measure and
eliminate the provisions that are harmful to local government.

Options
1.) Adopt the resolution opposing the Tax Fairness, Transparency and Accountability Act of 2018; 2) Reject
the proposed resolution opposing the Tax Fairness, Transparency and Accountability Act of 2018; or 3)
Provide alternative direction to City Staff.
Budget/Financial Impact
Potentially significant futures fiscal impacts if this measure qualifies for the ballot and is approved by the
voters in the 2018 elections.
Subcommittee Recommendation
None.
Recommended Council Action
The City Manager recommends that the City Council Adopt the resolution opposing the Tax Fairness,
Transparency and Accountability Act of 2018.
Attachments:
1. Resolution
2. Contributions to Californians for Accountability and Transparency in Gov't Spending since 1/1/18
3. CBRT Sample Support Letter

cc:

Contributions to Californians for Accountability and Transparency in Gov't Spending since 1/1/18
NAME OF CONTRIBUTOR
CALIFORNIA BUSINESS ROUNDTABLE ISSUES PAC
WINE INSTITUTE
CALIFORNIA BUSINESS ROUNDTABLE ISSUES PAC
AMERICAN BEVERAGE ASSOCIATION CALIFORNIA PAC (NON-PROFIT 501 (C)(6))
AMERICAN BEVERAGE ASSOCIATION CALIFORNIA PAC (NON-PROFIT 501 (C)(6))
AMERICAN BEVERAGE ASSOCIATION CALIFORNIA PAC (NON-PROFIT 501 (C)(6))
CALIFORNIA BUSINESS ROUNDTABLE ISSUES PAC
ANHEUSER-BUSCH COMPANIES, LLC
CALIFORNIA BUSINESS ROUNDTABLE ISSUES PAC
AMERICAN BEVERAGE ASSOCIATION CALIFORNIA PAC (NON-PROFIT 501 (C)(6))
AMERICAN BEVERAGE ASSOCIATION CALIFORNIA PAC (NON-PROFIT 501 (C)(6))
CALIFORNIA BUSINESS ROUNDTABLE ISSUES PAC

AMOUNT
TRANS. DATE
$50,000.00
1/24/2018
$150,000.00
2/2/2018
$50,000.00
2/6/2018
$200,000.00
2/12/2018
$200,000.00
2/20/2018
$500,000.00
2/26/2018
$200,000.00
3/1/2018
$40,000.00
3/6/2018
$50,000.00
3/7/2018
$300,000.00
3/12/2018
$900,000.00
3/16/2018
$100,000.00
3/21/2018

Total Contributions: $2,740,000.00

March 21, 2018
XXXXX XXXXX
XXXXX XXXXX
XXXXX XXXXX
XXXXX XXXXX
XXXXX XXXXX
RE: Proposed Ballot Measure: Tax Fairness, Transparency and Accountability Act of
2018
Dear XX XXXX:
There is a state ballot measure out on the streets for signature gathering sponsored by
the California Business Roundtable, which would amend the State Constitution to
change the rules for how the state and local governments can impose taxes, fees, and
other charges. The ability for a city to raise any new revenues is a local control issue
and not a decision that should be made by a special interest group in Sacramento.
The proposed state ballot measure would severely hurt the ability for the <<City of
XXXXX>> to continue to provide quality services by making it virtually impossible to
raise revenue to address community needs, services and much needed infrastructure
improvements. It will also have a dramatic impact on the business climate in our
community as well as the quality of life of your employees.
As a business leader in our city, I was very surprised to see your company as being
listed as a member of the California Business Roundtable. Maybe you are not fully
aware, but what is being proposed will actually hurt the business environment and the
communities where they are located at the local level.
<<City>> has always tried to be helpful to the business community and provide
excellent services that improve the quality of life and foster a good climate for business.
As a business leader in our community and a member of the California Business
Roundtable, I would respectfully request that you place a phone call and ask the
California Business Roundtable to stop circulating this measure and eliminate the
provisions that are harmful to local government.
Cc:

<<CITY>> City Council
<<Regional Public Affairs Manager>>

