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Proposition 1A: Protecting Local Taxpayers and Vital Local Services

Background

Proposition 1A will appear on the November 2, 2004, ballot to amend California’s constitution to prevent
the state Legislature from taking and using local government funds for state programs and purposes. A
bipartisan agreement between Governor Arnold Schwarzenegger, local governments and state legislators,
Proposition 1A will keep more local tax dollars local and protect funding for vital local services.

For more than a dozen years, the state has shifted local tax dollars to public schools that local
governments previously used to provide vital services like water treatment, fire protection, paramedic
response, law enforcement, health care, parks and libraries. The state has taken more than $40 billion
from cities, counties and special districts in the last 12 years. While this funding shift will continue,
future shifts mean fewer firefighters, fewer law enforcement officers and longer waits at emergency
rooms -- or higher local taxes and fees.

Proposition 1A vs. Proposition 65:

A coalition of local government officials (cities, counties and special districts) placed Proposition 65 on
the ballot earlier this year to force a statewide vote before taking local government funding. However, that
was before passage of the historic bipartisan agreement that put Proposition 1A on the ballot. Proposition
1A is a better, more flexible approach to protecting local services and local tax dollars. That’s why all the
official proponents of Prop 65 are now supporting Proposition 1A and opposing Proposition 65.

Key Provisions of Proposition 1A:

» The state can only borrow local government revenues in the future following a gubernatorial
proclamation of a significant state fiscal hardship and a 2/3 vote of the Legislature.

* The state can borrow local revenues only twice in a 10-year period (local revenues cannot be
borrowed unless any prior loans are completely paid in full with interest). The loan cannot exceed
8% of total local property tax revenues in any given year.

» The state cannot reallocate local property tax revenues to ERAF or other state programs; however,
by a 2/3 vote of the Legislature, the state could reallocate local property tax revenues within a

given county.

» State mandated local programs must be paid for by the state, or local agencies will be able to
suspend implementation of the mandated program.

The attached chart illustrates the amendments to be made by Proposition 1A compared to current law.
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Opponents’ Argument on Proposition 1A:
e Proposition 1A was cooked up at the last minute as a part of a bad budget deal.

e Proposition 1A protects local governments, but it hurts education by allowing the state to raid
property taxes that fund local schools.

e Proposition 1A prevents the Legislature from lowering taxes by locking in the local sales tax rate.
e Proposition 1A jeopardizes critical programs. As California’s fiscal challenges continue, the state
budget ax will fall even harder on funding for K-12 education, higher education, children’s health
care, programs for seniors and public safety.
Proponents’ Argument on Proposition 1A:

e Proposition 1A prevents the State Legislature from taking and using local government funds.

e Proposition 1A protects funding for vital local services like fire and paramedic response, law
enforcement, healthcare, parks, libraries, and transportation.

e Proposition 1A keeps more of our local tax dollars local.
ACWA’s Position
The ACWA Board of Directors announced its support of Proposition 1A on August 25, 2004. ACWA
supports Proposition 1A because it offers better protection for local governments against future state
financial raids and helps stabilize local funds and protect delivery of critical services.

More information:

- ACWA Web Site: www.acwanet.com

Yes on Proposition 1A Web Site: http:/www.yesonpropla.com/

Contacts:

e Jennifer Persike, ACWA Director of Strategic Coordination and Public Affairs, 916.441.4545
® Bob Reeb, ACWA State Legislative Director, 916.441.4545
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