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FOR IMMEDIATE RELEASE – October 30, 2009 
Contact: Molly Weedn – cell: (415) 209-4217 

CALIFORNIA FORWARD ACTION FUND  
SUBMITS REFORM INITIATIVES 

Nonpartisan proposals seek to restore state’s leadership 
 

SACRAMENTO – The California Forward Action Fund submitted a pair of nonpartisan 
initiatives Friday that would bring comprehensive reform to California’s broken budget 
process, protect funding for local services and give communities new tools and resources to 
set their own priorities and chart their own paths for the future. 

“In jobs and technology, education and quality of life, our state has always led the way. 
We’ve been to every corner of the state, talked to hundreds of people from every walk of life 
and spent months of research refining our proposals.  These reforms get California moving 
again so California can lead again,” said Bob Hertzberg, co-chair of the California Forward 
Action Fund and former Assembly Speaker. 

“Politics as usual won’t solve our problems,’’ said Thomas McKernan, California Forward 
Action Fund co-chair and CEO of the Automobile Club of Southern California.  “It’s time 
to focus on common sense – by taking practices that have proven themselves in business 
and other states, and putting them to work in California, balancing the budget, reducing 
waste and delivering better results.” 

The first measure, the Best Practices Budget Accountability Act, calls for the state 
budget to set clear goals and for the Legislature and Governor to take action when things go 
wrong.  Its provisions include:  

Planning ahead on spending:  Requires the Governor and lawmakers to think long-term 
about spending priorities and revenues by reviewing a two-year spending plan along with a 
five-year fiscal forecast before approving the annual budget.  The measure also strengthens 
requirements for quick action when the budget is out of balance.  

Results and accountability:  Requires clear goals for every program to be spelled out in 
the Governor’s budget and improves the legislative process for developing the budget by 
focusing on results and greater public transparency. 

Performance review:  Requires the Legislature to oversee major expenditures and examine 
every program at least once every 10 years, looking for ways to improve efficiency and 
reduce waste. 

Reduce debt when revenues spike:  Creates a process for identifying and using occasional, 
nonrecurring spikes in revenue for one-time uses, such as paying down debt. 



!

!

Pay-as-you-go:  Requires that major new or expanded programs and tax reductions 
proposed in the budget or legislation identify a specific funding source such as savings, cuts 
to other programs or tax increases. 

Majority vote budget:  As part of these comprehensive fiscal reforms, lowers the vote 
requirement for adopting the state budget to a majority vote of the Legislature.  All 
lawmakers would forfeit their pay and per diem when the budget is late.  The measure also 
requires a two-thirds vote for any new fees that replace a tax, but does not change the 
majority vote requirement for other fees or the two-thirds vote requirement to raise taxes. 

The second proposal, the Community Funding Protection and Accountability Act, 
protects funding for local services and provides a strong preference for government that’s 
closer to the people.  Its provisions include: 

Protecting Local Tax Dollars:  The proceeds of any tax, assessment or fee levied by a local 
agency (including a county, city, a school district, or any other local or regional governmental 
entity) belong exclusively to that entity.  The state would be prohibited from borrowing, 
transferring or making any appropriation of those funds, including Prop. 42 transportation 
funds. 

Encouraging Community Problem-Solving:  Local governments would be allowed to 
develop and implement countywide action plans to ensure that officials are working together 
to address local priorities, eliminate waste and duplication, and identify how additional 
revenue would be used to reach community goals.  

New resources for community services:  If a countywide action plan is adopted requiring 
additional revenue, county supervisors may ask voters to approve an increase in the sales and 
use tax of up to 1 cent.  If approved by a majority of voters, an amount equal to the new 
revenue will be distributed among local governments. 

Public accountability for results:  Local officials would have discretion about how to 
spend new dollars, but also be held accountable for reporting progress toward community 
goals, and be required to seek voter approval to continue carrying out the plan at least once 
every 10 years. 

Both of the initiatives submitted to the Attorney General for title and summary would 
amend the state Constitution.  Each will require 694,354 signatures by April 16, 2010 to be 
placed on the November 2, 2010 ballot. 

The initiative proposals are based on the reform plan California Forward presented to the 
Governor and Legislature earlier this year.  The plan was developed and refined based on 
discussions and comments with thousands of Californians throughout the state.  The 
California Forward Action Fund will continue to work with state leaders to bring a 
comprehensive reform plan before voters. 

California Forward and the California Forward Action Fund are nonpartisan, non-profit 
organizations launched in 2008 to reform state government. 

# # # 
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THE!CALIFORNIA!FORWARD!2010!REFORM!PLAN!
!

California!has!always!led!the!way,!in!jobs!and!technology,!education!and!quality!of!life.!!
We!need!comprehensive!reform!to!get!our!state!moving!again!so!that!California!can!
lead!again.!

Politics!as!usual!won’t!solve!our!problems.!!The!California!Forward!Action!Fund!is!a!
nonpartisan!organization!with!no!political!ties!or!partisan!agendas,!and!is!led!by!citizens!
of!every!walk!of!life!willing!to!put!California!first.!

We’ve!created!a!plan!that!puts!community!interests!before!special!interests,!protects!
funding!for!local!services!and!provides!a!strong!preference!for!government!that’s!closer!
to!the!people.!!And!our!plan!takes!practices!that!have!proven!themselves!in!business!
and!other!states,!and!puts!them!to!work!in!California,!balancing!the!budget,!reducing!
waste!and!delivering!better!results!for!people.!!
!
BEST!PRACTICES!BUDGET!ACCOUNTABILITY!ACT:!!A!BUDGET!THAT!APPLIES!LESSONS!LEARNED!
!
Our!plan!calls!for!the!state!budget!to!set!clear!goals,!design!plans!to!achieve!them,!and!
take!action!when!things!go!wrong.!!It’s!time!to!apply!the!best!practices!from!successful!
businesses!and!other!states!to!California’s!dysfunctional!budget!process,!including:!

! Planning!ahead!on!spending.!!Requires!the!Governor!and!lawmakers!to!think!long"
term!about!spending!priorities!and!revenues!by!reviewing!a!two"year!spending!plan!
along!with!a!five"year!fiscal!forecast!before!approving!the!annual!budget.!!The!
measure!also!strengthens!requirements!for!quick!action!when!the!budget!is!out!of!
balance.!!

! Results!and!accountability.!!Requires!clear!goals!for!every!program!to!be!spelled!out!
in!the!Governor’s!budget!and!improves!the!legislative!process!for!developing!the!
budget!by!focusing!on!results!and!greater!public!transparency.!

! Performance!review.!!Requires!the!Legislature!to!oversee!major!expenditures!and!
examine!every!program!at!least!once!every!10!years,!looking!for!ways!to!improve!
efficiency!and!reduce!waste.!

! Reduce!debt!when!revenues!spike.!!Creates!a!process!for!identifying!and!using!
occasional,!nonrecurring!spikes!in!revenue!for!one"time!uses,!such!as!paying!down!
debt.!

! Pay"as"you"go.!!Requires!that!major!new!or!expanded!programs!and!tax!reductions!
proposed!in!the!budget!or!legislation!identify!a!specific!funding!source!such!as!
savings,!cuts!to!other!programs!or!tax!increases.!
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! Majority!vote!budget.!!As!part!of!these!comprehensive!fiscal!reforms,!lowers!the!

vote!requirement!for!adopting!the!state!budget!to!a!majority!vote!of!the!Legislature.!!
All!lawmakers!would!forfeit!their!pay!and!per!diem!when!the!budget!is!late.!!The!
measure!also!requires!a!two"thirds!vote!for!any!new!fees!that!replace!a!tax,!but!does!
not!change!the!majority!vote!requirement!for!other!fees!or!the!two"thirds!vote!
requirement!to!raise!taxes.!

!
COMMUNITY!FUNDING!PROTECTION!AND!ACCOUNTABILITY!ACT:!!!
GOVERNMENT!CLOSER!TO!THE!PEOPLE!!
!
We!need!to!protect!locally!levied!taxes!that!pay!for!schools,!police,!fire!and!other!basic!
services!from!being!borrowed!or!redirected!by!state!government.!
!
Counties,!cities!and!schools!also!need!the!tools!to!address!community!needs!by!working!
together.!!Our!plan!encourages!communities!to!coordinate!to!solve!problems!without!all!
the!duplication,!waste!and!red!tape!of!Sacramento.!!It!allows!cities,!counties!and!schools!
to!work!together!to!address!community!needs!–!and!lets!voters!decide!whether!to!
support!them!by!majority!vote!–!while!retaining!protections!established!under!Prop.!
218.!!!

! Protecting!Local!Tax!Dollars.!!The!proceeds!of!any!tax,!assessment!or!fee!levied!by!a!
local!agency!(including!a!county,!city,!a!school!district,!or!any!other!local!or!regional!
governmental!entity)!belong!exclusively!to!that!entity.!!The!state!would!be!
prohibited!from!borrowing,!transferring!or!making!any!appropriation!of!those!funds,!
including!Prop.!42!transportation!funds.!

! Encouraging!Community!Problem"Solving.!!Local!governments!would!be!allowed!to!
develop!and!implement!countywide!action!plans!to!ensure!that!officials!are!working!
together!to!address!local!priorities,!eliminate!waste!and!duplication,!and!identify!
how!additional!revenue!would!be!used!to!reach!community!goals.!!

! New!resources!for!community!services.!!If!a!countywide!action!plan!is!adopted!
requiring!additional!revenue,!county!supervisors!may!ask!voters!to!approve!an!
increase!in!the!sales!and!use!tax!of!up!to!1!cent.!!If!approved!by!a!majority!of!voters,!
an!amount!equal!to!the!new!revenue!will!be!distributed!among!local!governments.!

! Public!accountability!for!results.!!Local!officials!would!have!discretion!about!how!to!
spend!new!dollars,!but!also!be!held!accountable!for!reporting!progress!toward!
community!goals,!and!be!required!to!seek!voter!approval!to!continue!carrying!out!
the!plan!at!least!once!every!10!years.!

!
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WHAT!DIFFERENCE!WILL!IT!MAKE?!!PLENTY.!!

!
!

A!lot!of!the!California!Forward!plan!sounds!like!plain!old!common!sense.!!But!the!reality!is!that!states!
that!have!embraced!these!policies!are!seeing!better!results,!and!not!just!in!the!form!of!on"time,!
gimmick"free!budgets.!!These!states!are!achieving!better!reading!and!math!scores!for!schoolchildren,!
better!roads!and!highways,!and!more!children!with!healthcare.!
!
And!that’s!the!real!payoff.!!Across!the!board,!states!that!have!adopted!the!best!practices!proposed!by!
California!Forward!are!getting!more!done!where!it!matters!most!–!in!classrooms,!on!highways,!and!in!
hospitals!and!clinics.!
!
!

CALIFORNIA:!!THE!“C”!STUDENT!
!
The!Pew!Center!on!the!States,!which!looks!at!how!well!legislative,!executive!and!senior!civil!service!
managers!lead!and!operate!each!state,!gives!California!an!overall!grade!of!“C.”!!Forty!one!states!got!
higher!grades,!six!scored!the!same,!and!only!two!scored!lower.!!Looking!solely!at!fiscal!performance,!
California!earned!a!“D+.”!
!
Even!among!the!largest!states!–!which!make!for!the!best!comparisons!with!California!–!we’re!at!the!
bottom!of!the!class.!!Eight!of!the!other!10!largest!states!all!score!better,!with!Florida,!New!York,!North!
Carolina,!Ohio!and!Pennsylvania!all!earning!“B",”!and!Georgia,!Michigan!and!Texas!are!near!the!top!of!
the!class!at!“B+.”!
!
!

MANAGEMENT!MATTERS!
!
Using!data!from!the!National!Association!of!State!Budget!Officers,!we!compared!California!against!
better"performing!states.!!Our!shortcomings!were!obvious,!and!revealed!common!strengths!among!the!
best"performing!states:!!a!long"term!perspective,!a!focus!on!results,!accountability!and!transparency,!
consensus!building,!and!fiscal!discipline:!
!

! In!Georgia,!task!forces!that!bring!together!public!and!private"sector!representatives!have!
improved!oversight,!purchasing!and!infrastructure!management.!!The!state!has!increased!the!
number!of!performance!audits!and!scrapped!outdated,!ineffective!programs.!

!
! In!Texas,!performance"based!budgeting!helped!address!a!17,000"inmate!shortfall!in!prison!

capacity.!!Prison!officials!initially!proposed!spending!$520!million!to!build!three!new!prisons!to!
address!the!problem.!!But!a!commission!established!to!improve!efficiency!found!that!funding!
programs!to!reduce!recidivism!would!do!the!job!at!less!than!half!the!cost.!!Texas!didn't!build!the!
prisons!–!and!it’s!one!of!six!states!without!a!budget!deficit.!

!
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! In!Michigan,!transportation!officials!have!put!sophisticated!asset"management!tools!in!place!to!
forecast!road!repair!needs!–!and!recently!met!their!10"year!goal!of!bringing!90!percent!of!its!
highways!into!good!condition.!

!
!

WHERE!PERFORMANCE!REALLY!PAYS!OFF!
!
What!do!states!get!in!return!for!the!time!and!energy!needed!to!enact!these!kinds!of!reforms?!!Better!
reading!scores!among!fourth"graders.!!Better!math!scores!among!eighth"graders.!!More!roads!and!
highways!in!good!repair.!!More!children!with!health!coverage:!!
!

State! Pew!Grade1! Reading2! Math3! Roads4! Children5!
Florida! B"! 224! 277! 14.2! 80.5!
New!York! B"! 224! 280! 6.8! 91!
North!Carolina! B"! 218! 284! 9.5! 86.7!
Ohio! B"! 226! 285! 14.4! 92.5!
Pennsylvania! B"! 226! 286! 5.5! 92.3!
Georgia! B+! 219! 275! 19! 87.5!
Michigan! B+! 220! 277! 12.5! 94.1!
Texas! B+! 220! 286! 7.5! 78.2!
California! C! 209! 270! 5.7! 87.7!
Illinois! C! 219! 280! 11.6! 91.7!

!
!
By!every!measure,!California’s!performance!trails!that!of!other!large!states!earning!better!marks!for!
fiscal!management!and!accountability.!!And!the!differences!are!too!large!to!simply!be!a!matter!of!
chance.!!
 

!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
1!Source:!!Pew!Center!on!the!States,!Grading!the!States!2008.!
2!Mean!fourth"grade!reading!scores.!!Source:!!National!Center!on!Education!Statistics,!State!Comparisons,!National!
Assessment!of!Educational!Progress!2007!
3!Mean!eighth"grade!math!scores.!!Source:!!Ibid.!
4!Percentage!of!roads!and!highways!in!good!or!very!good!condition.!!Source:!!Bureau!of!Transportation!Statistics,!
State!Transportation!Statistics,!2008!
5!Percentage!of!children!with!health!coverage.!!Source:!!Kaiser!Foundation,!State!Health!Facts,!Health!Insurance!
Coverage!of!Children!0"18,!2007 
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THE!CALIFORNIA!FORWARD!2010!REFORM!PLAN:!!!
QUESTIONS!&!ANSWERS!

 
The!California!Forward!Action!Fund!has!submitted!two!initiatives!for!the!November!2010!
ballot.!!How!would!they!work?!
!
After!years!of!partisan!stalemate!and!lurching!from!one!fiscal!crisis!to!the!next,!the!Best!
Practices!Budget!Accountability!Act!gives!California!the!tools!that!successful!businesses!and!
other!states!use!to!balance!their!budgets!–!responsibly!and!on!time.!!It!allows!budgets!to!be!
approved!by!majority!vote,!but!also!requires!the!Governor!and!Legislature!to!cut!waste!by!
improving!oversight!of!programs!and!finding!a!way!to!pay!for!new!programs!before!they!start.!!
It!also!forces!members!of!the!Legislature!to!forfeit!their!pay!if!the!state!budget!is!late.!!
!
The!Community!Funding!Protection!and!Accountability!Act!allows!our!schools!and!local!
governments!–!who!deliver!basic!services!like!education,!police!service!and!road!repair!–!to!keep!
their!funding!from!being!borrowed!or!diverted!by!Sacramento.!!It!also!encourages!local!
governments!to!work!together!to!set!community!priorities,!and!provides!new!resources!for!local!
officials!who!are!willing!to!be!accountable!to!voters!and!reduce!waste.!
!
!
California’s!budget!seems!to!be!in!a!constant!state!of!crisis.!!How!would!this!plan!change!
things?!
!
Our!plan!replaces!the!partisan!bickering!that’s!come!to!dominate!Sacramento!with!nonpartisan,!
common"sense!reform,!such!as!requiring!every!major!program!to!set!clear!goals,!regularly!
reviewing!programs!to!make!them!more!efficient,!using!unexpected!spikes!in!revenue!to!pay!off!
debts,!and!forcing!the!Governor!and!legislators!to!identify!a!funding!source!for!new!programs!or!
tax!cuts!right!from!the!start.!!And!as!an!added!incentive,!the!plan!calls!for!lawmakers!to!forfeit!
their!salaries!and!expenses!if!the!budget!is!late.!
!
!
How!does!the!reform!plan!change!the!number!of!votes!required!to!pass!a!budget!or!increase!
taxes?!
!
The!plan!–!in!combination!with!other!fiscal!reforms!–!allows!a!budget!to!be!approved!by!a!
simple!majority!vote,!the!threshold!used!by!most!other!states.!!The!plan!would!keep!the!two"
thirds!majority!requirement!for!any!tax!increase.!
!
!
How!does!the!plan!affect!the!number!of!votes!required!to!impose!new!fees?!
!
The!plan!would!not!allow!new!fees!to!be!used!to!replace!existing!tax!revenue!to!balance!the!
budget!without!a!two"thirds!vote,!but!does!not!change!the!majority!vote!requirement!for!user!
fees!or!environmental!mitigation.!
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How!would!the!reform’s!pay"as"you"go!plan!work?!!Would!it!create!a!spending!cap?!
!
The!plan!doesn’t!cap!spending,!but!it!requires!the!Governor!and!lawmakers!to!decide!how!to!
pay!for!new!programs!or!tax!cuts!at!the!time!they’re!approved.!!Restoring!past!budget!cuts,!
spending!to!keep!up!with!population!or!inflation,!one"time!expenditures!and!low"cost!programs!
would!be!exempt!from!pay"as"you"go!requirements.!
!
!
Does!the!plan!change!the!vote!requirement!to!approve!local!tax!increases?!
!
The!reform!plan!leaves!in!place!the!two"thirds!majority!vote!requirement!for!tax!increases!to!
fund!specific!services!required!by!Prop.!218.!!It!allows!a!majority!vote!for!an!additional!one!cent!
of!local!sales!tax!shared!by!counties,!cities!and!school!districts!when!local!governments!create!a!
plan!to!improve!services,!streamline!operations!and!eliminate!waste.!!Such!plans!would!have!to!
be!resubmitted!to!voters!every!10!years.!
!
!
How!does!the!reform!plan!effect!funding!for!education?!
!
The!plan!fully!protects!Prop.!98,!California’s!minimum!funding!guarantee!for!our!schools.!!In!
addition,!local!schools!would!benefit!when!local!governments!collaborate!on!long"term!plans!to!
address!community!priorities.!
!
!
How!does!the!budget!reform!plan!effect!state!employees?!!
!
The!plan!honors!the!collective!bargaining!rights!of!public!employees.!!Negotiated!labor!
agreements!to!provide!cost"of"living,!salary!or!benefit!increases!would!not!be!affected.!
!
!
What!sources!of!local!revenue!would!be!protected!under!the!plan?!
!
The!plan!protects!all!locally!levied!taxes,!such!as!property!taxes!(including!redevelopment!
funds),!utility!taxes!and!hotel!taxes.!!It!also!protects!the!local!share!of!the!sales!tax!on!gasoline.!
!
!
Would!the!plan!give!the!Governor!more!authority!to!make!mid"year!cuts!during!a!shortfall?!
!
The!reform!plan!gives!both!the!Legislature!and!the!Governor!new!tools!to!address!a!fiscal!
emergency.!!It!allows!lawmakers!to!make!changes!to!the!budget!by!majority!vote.!!If!the!
Legislature!fails!to!pass!legislation!addressing!a!fiscal!emergency,!the!plan!gives!the!Governor!
limited!authority!to!“blue!pencil”!appropriations!included!in!the!last!budget.!!
!
!
How!are!these!proposals!different!than!the!call!for!a!Constitutional!Convention?!
!
A!convention!would!bring!several!hundred!volunteers!together!for!a!limited!time!to!discuss!
many!possible!ways!for!changing!California’s!Constitution!–!there’s!no!telling!what!decisions!
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they!would!make.!!The!California!Forward!2010!Reform!Plan!instead!takes!specific!policies!that!
are!already!working!in!other!states!and!puts!them!to!work!in!California,!helping!us!balance!our!
budget,!improve!services!and!reduce!waste.!!
!
!
Who’s!behind!the!California!Forward!Action!Fund,!and!how!were!these!proposals!developed?!!
!
The!California!Forward!Action!Fund!seeks!to!implement!reform!proposals!created!by!California!
Forward,!a!nonpartisan!organization!funded!by!foundations!with!no!political!ties!or!partisan!
agendas.!!The!group’s!proposals!were!developed!through!exhaustive!research!of!policies!being!
used!by!other!states!and!successful!businesses,!and!refined!by!hundreds!of!discussions!with!
Californians!across!the!state.!
!
California!Forward!was!launched!in!2008!in!response!to!a!request!from!the!California!
Endowment,!the!Evelyn!and!Walter!Haas!Jr.!Fund,!the!William!and!Flora!Hewlett!Foundation,!
the!James!Irvine!Foundation,!and!the!David!and!Lucile!Packard!Foundation.!!You!can!find!out!
more!about!California!Forward!at!caforward.org.!
!
!

!



!



 

BEST PRACTICES BUDGET ACCOUNTABILITY ACT 
 

SECTION ONE.  Title. 
 
 This Act shall be known as the “Best Practices Budget Accountability Act.” 
 
SECTION TWO.  Findings and Declarations. 
 
 The people of the State of California find and declare as follows: 
 
a. Throughout its history, California has led the way – in technology, education 
and quality of life.  Our state thrives because we value innovation, diversity and 
creativity in how we work, think and live. 
 
b. California’s future as a world leader depends on continuing to improve 
public services that are vital to our people: outstanding public schools; reliable 
police, fire and emergency services; affordable and available healthcare; and 
modern infrastructure. 
 
c. This task is not the job of any one political party or ideology.  It is the shared 
responsibility of every Californian.  In particular, California’s elected leaders have 
an obligation to continually evaluate the effectiveness of these services, and to 
strive to deliver the best possible results while minimizing waste, fraud, and abuse 
of taxpayer dollars. 
 
d. The adoption of a state budget should play a key role in setting priorities, 
making choices about how tax dollars are spent, and ensuring that the people and 
their elected leaders understand the objectives and the consequences of budget 
decisions. 
 
e. In recent years, however, this process has become bogged down by political 
bickering and special interests seeking undue influence. 
 
f. We need to change the state budget process to give policymakers the tools 
necessary to restore and maintain public trust, and hold them accountable by 
requiring them to forfeit their pay when they fail to approve a budget on time. 
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SECTION THREE.  Purpose and Intent. 
 
 In enacting the Best Practices Budget Accountability Act, it is the purpose 
and intent of the people of the State of California to require the Governor and 
Legislature to use the best practices of other states and successful businesses to 
improve results and create accountability by: 
 

(a)  Planning ahead.  The State will be guided by plans that consider long-
term costs and revenue forecasts so that decision-makers and the public understand 
the future implications of today’s fiscal choices. 

 
(b)  Focusing on priorities and results.  Budget decisions will be guided by 

what programs are trying to achieve and changes needed to reach specific goals, 
including changes to strategy, management and resources;  

 
(c)  Creating a culture of accountability.  Lawmakers will spend more time 

reviewing what the public is getting for its money and making changes to policies 
and programs to improve results; 

 
(d)  Ending partisan budget gridlock.  A simple majority vote to pass the 

budget – while preserving the two-thirds vote to raise taxes and ensuring that 
higher fees are not used to supplant tax revenue – will both prevent costly delays 
enacting a budget and increasing accountability for budget decisions; 

 
(e)  Managing volatile revenue.  Temporary spikes in revenue cannot be 

relied on to expand basic services and instead must be used, after meeting the 
minimum funding guarantee for education, for one-time purposes, such as paying 
down debt or saving for periods of declining revenue; and 

 
(f)  Paying our own way.  In hard economic times, we need to make sure that 

we have the money to pay for new programs -- however laudable -- before 
committing to them.  Under this measure, major new and expanded programs will 
be financed through efficiencies, dollars redirected from lower priorities or new 
revenue.  Policymakers will be required to link a policy choice – over a new 
program or tax cut – with the decision about how to pay for it.  
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SECTION FOUR.  Section 8 of Article IV of the California Constitution is 
amended to read: 
 
SEC. 8.  (a)  At regular sessions no bill other than the budget bill may be heard or 
acted on by committee or either house until the 31st day after the bill is introduced 
unless the house dispenses with this requirement by rollcall vote entered in the 
journal, three fourths three-fourths of the membership concurring. 
 
(b)  The Legislature may make no law except by statute and may enact no statute 
except by bill.  No bill may be passed unless it is read by title on 3 three days in 
each house except that the house may dispense with this requirement by rollcall 
vote entered in the journal, two thirds two-thirds of the membership concurring.  
No bill may be passed until the bill with amendments has been printed and 
distributed to the members Members.  No bill may be passed unless, by rollcall 
vote entered in the journal, a majority of the membership of each house concurs. 
 
(c)(l)  Except as provided in paragraphs (2) and (3) of this subdivision, a statute 
enacted at a regular session shall go into effect on January 1 next following a 90-
day period from the date of enactment of the statute and a statute enacted at a 
special session shall go into effect on the 91st day after adjournment of the special 
session at which the bill was passed. 
 
(2)  A statute, other than a statute described in paragraph (3) or a statute 
establishing or changing boundaries of any legislative, congressional, or other 
election district, enacted by a bill passed by the Legislature on or before the date 
the Legislature adjourns for a joint recess to reconvene in the second calendar year 
of the biennium of the legislative session, and in the possession of the Governor 
after that date, shall go into effect on January 1 next following the enactment date 
of the statute unless, before January 1, a copy of a referendum petition affecting 
the statute is submitted to the Attorney General pursuant to subdivision (d) of 
Section 10 of Article II, in which event the statute shall go into effect on the 
91st day after the enactment date unless the petition has been presented to the 
Secretary of State pursuant to subdivision (b) of Section 9 of Article II. 
 
(3)  Statutes calling elections, statutes providing for tax levies or appropriations for 
the usual current expenses of the State, and including the budget bill, budget 
implementation bills, and amendments to the budget bill once enacted, and urgency 
statutes shall go into effect immediately upon their enactment. 
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(d)  Urgency statutes are those necessary for immediate preservation of the public 
peace, health, or safety.  A statement of facts constituting the necessity shall be set 
forth in one section of the bill.  In each house the section and the bill shall be 
passed separately, each by rollcall vote entered in the journal, two thirds two-thirds 
of the membership concurring.  An urgency statute may not create or abolish any 
office or change the salary, term, or duties of any office, or grant any franchise or 
special privilege, or create any vested right or interest. 
 
(e)  A statute that (1) creates a new state program or agency or expands the scope 
of an existing state program or agency, as defined by statute and (2) would result 
either in a net increase in state costs, or a net decrease in state revenue, in excess of 
twenty-five million dollars ($25,000,000) annually, as defined by statute and as 
adjusted for inflation pursuant to the California Consumer Price Index, is void 
unless the statute identifies additional revenue or an expressed reduction in existing 
expenditures that is equal to or greater than the resulting net increase in state costs 
or net decrease in state revenue.   
 
SECTION FIVE.  Section 10 of Article IV of the California Constitution is 
amended to read: 
 
SEC. 10.  (a)  Each bill passed by the Legislature shall be presented to the 
Governor.  It becomes a statute if it is signed by the Governor.  The Governor may 
veto it by returning it with any objections to the house of origin, which shall enter 
the objections in the journal and proceed to reconsider it.  If each house then passes 
the bill by rollcall vote entered in the journal, two-thirds of the membership 
concurring, it becomes a statute. 
 
(b)(1)  Any bill, other than a bill which would establish or change boundaries of 
any legislative, congressional, or other election district, passed by the Legislature 
on or before the date the Legislature adjourns for a joint recess to reconvene in the 
second calendar year of the biennium of the legislative session, and in the 
possession of the Governor after that date, that is not returned within 30 days after 
that date becomes a statute. 
 
(2)  Any bill passed by the Legislature before September 1 of the second calendar 
year of the biennium of the legislative session and in the possession of the 
Governor on or after September 1 that is not returned on or before September 30 of 
that year becomes a statute. 
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(3)  Any other bill presented to the Governor that is not returned within 12 days 
becomes a statute. 
 
(4)  If the Legislature by adjournment of a special session prevents the return of a 
bill with the veto message, the bill becomes a statute unless the Governor vetoes 
the bill within 12 days after it is presented by depositing it and the veto message in 
the office of the Secretary of State. 
 
(5)  If the 12th day of the period within which the Governor is required to perform 
an act pursuant to paragraph (3) or (4) of this subdivision is a Saturday, Sunday, or 
holiday, the period is extended to the next day that is not a Saturday, Sunday, or 
holiday. 
 
(c)  Any bill introduced during the first year of the biennium of the legislative 
session that has not been passed by the house of origin by January 31 of the second 
calendar year of the biennium may no longer be acted on by the house.  No bill 
may be passed by either house on or after September 1 of an even-numbered year 
except statutes calling elections, statutes providing for tax levies or appropriations 
for the usual current expenses of the State, and urgency statutes, bills that would 
enact statutes taking effect immediately and bills passed after being vetoed by the 
Governor. 

 
(d)  The Legislature may shall not present any bill to the Governor after 
November 15 of the second calendar year of the biennium of the legislative 
session. 
 
(e)  The Governor may reduce or eliminate one or more items of appropriation 
while approving other portions of a bill.  The Governor shall append to the bill a 
statement of the items reduced or eliminated with the reasons for the action.  The 
Governor shall transmit to the house originating the bill a copy of the statement 
and reasons.  Items reduced or eliminated shall be separately reconsidered and may 
be passed over the Governor’s veto in the same manner as bills. 
 
(f)(1)  If, following the enactment of the budget bill for the 2004-05 fiscal year or 
any subsequent fiscal year, the Governor determines that, for that fiscal year, 
General Fund revenues will decline substantially below the estimate of General 
Fund revenues upon which the budget bill for that fiscal year, as enacted, was 
based, or General Fund expenditures will increase substantially above that estimate 
of General Fund revenues, or both, the Governor may issue a proclamation 
declaring a fiscal emergency and shall thereupon cause the Legislature to assemble 
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in special session for this purpose.  The proclamation shall identify the nature of 
the fiscal emergency and shall be submitted by the Governor to the Legislature, 
accompanied by proposed legislation to address the fiscal emergency.  In response 
to the Governor’s proclamation, the Legislature may present to the Governor a bill 
or bills to address the fiscal emergency. 
 
(2)  If the Legislature fails to pass and send to the Governor a bill or bills to 
address the fiscal emergency by the 45th day following the issuance of the 
proclamation, the Legislature may shall not act on any other bill, nor may the 
Legislature adjourn for a joint recess, until that bill or those bills have been passed 
and sent to the Governor. 
 
(3)  A bill addressing the fiscal emergency declared pursuant to this section shall 
contain a statement to that effect. 
 
(4)(A)  If the Legislature has not passed and sent to the Governor a bill or bills to 
address a fiscal emergency by the 45th day following the issuance of the 
proclamation declaring the fiscal emergency, the Governor may, by executive 
order, reduce or eliminate any existing appropriation contained in the budget act 
for that fiscal year that is not otherwise required by this Constitution or by federal 
law.  The total amount of appropriations reduced or eliminated by the Governor 
shall not exceed the amount necessary to restore balance to the budget.  For 
purposes of this paragraph, the statement required by paragraph (3) shall be 
conclusive evidence that the Legislature has taken action to address a fiscal 
emergency. 
 
(B)  If the Legislature is in session, it may, within 20 days after the Governor 
issues an executive order pursuant to subparagraph (A), override all or part of the 
executive order by a rollcall vote entered in the journal, two-thirds of the 
membership of each house concurring.  If the Legislature is not in session when the 
Governor issues the executive order, the Legislature shall have 30 days to 
reconvene and override all or part of the executive order by resolution.  If the 
Legislature overrides an executive order issued pursuant to subparagraph (A), the 
Legislature may present to the Governor a bill that restores balance to the budget.  
An executive order or a part thereof that is not overridden by the Legislature shall 
take effect the day after the period to override the executive order has expired. 
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SECTION SIX.  Section 12 of Article IV of the California Constitution is 
amended to read: 
 
SEC. 12.  (a)(1)  Within the first 10 days of each calendar year, the Governor shall 
submit to the Legislature, with an explanatory message, a budget for the ensuing 
fiscal year containing year, known as the budget year, and for the succeeding fiscal 
year.  The budget shall contain itemized statements, provisional language, 
performance standards for state agencies and programs, for recommended state 
expenditures and estimated state revenues, and a projection of anticipated 
revenues, including nonrecurring revenue as defined by statute.  The budget shall 
also contain an estimate of the total resources available for the expenditures 
recommended for the budget year and the succeeding fiscal year.  The budget shall 
also contain a projection of anticipated expenditures and anticipated revenues for 
the three fiscal years following the fiscal year succeeding the budget year, and 
budget-related plans and proposals for those three fiscal years.  If, for the budget 
year and the succeeding fiscal year, recommended expenditures exceed estimated 
revenues, the Governor shall recommend reductions in expenditures or the sources 
from which the additional revenues should be provided or both.  Such 
recommendations shall include an estimate of the long-term impact that 
expenditure reductions or additional revenues will have on the California economy.  
Along with the budget, the Governor shall also submit to the Legislature, any 
legislation required to implement appropriations contained in the budget, together 
with a five-year capital infrastructure and strategic growth plan, as specified by 
statute. 
 
(2)  If the Governor’s budget proposes to create a new state program or agency, or 
expand the scope of an existing state program or agency that would result in a net 
increase in state costs during the budget year or the succeeding fiscal year, or to 
reduce a state tax the effect of which will be a net decrease in state revenue in the 
budget year or the succeeding fiscal year, the proposal shall be accompanied by a 
statement identifying state program reductions or a proposal for additional revenue, 
or a combination thereof, in an amount that equals or exceeds the net increase in 
state costs or net decrease in state revenue.   
 
(3)  After submitting a budget for the budget year and the succeeding fiscal year, 
the Governor shall submit updated projections of state revenue and state 
expenditures for each of those fiscal years to the Legislature on:  
 
(A)  May 15 of each year; 
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(B)  Immediately prior to adoption of the budget by the Legislature each year; and 
 
(C)  October 15 of each year. 
 
(b)  The Governor and the Governor-elect may require a state agency, officer or 
employee to furnish whatever information is deemed necessary to prepare the 
budget. 
 
(c)(1)  The budget shall be accompanied by a budget bill itemizing recommended 
expenditures for the budget year. 
 
(2)  The budget bill and any legislation necessary to implement appropriations 
contained in the budget bill shall be introduced immediately in each house by the 
persons chairing the committees that consider the budget.   
 
(3)  On or before May 1 of each year, after the appropriate committees of each 
house of the Legislature have considered the budget bill and bills implementing the 
budget bill, each house shall refer the budget bill and bills implementing the 
budget bill to a joint committee of the Legislature, which may include a conference 
committee, which shall report its recommendations to each house no later than 
June 20 of each year.  This shall not preclude the referral of bills to policy 
committees, in addition to a joint committee.   
 
(3)(4)  The Legislature shall pass the budget bill and bills implementing the budget 
bill, by midnight on June 15 25 of each year.  Notwithstanding any other provision 
of law or of this Constitution, including Sections 4 and 8 of Article III and 
Sections 4 and 12(c) of this Article, in any year in which the budget bill is not 
passed by the Legislature by midnight on June 25, there shall be no appropriation 
from the current budget or future budget to pay any salary or reimbursement for 
travel or living expenses for Members of the Legislature during any regular or 
special session for the period from midnight on June 25 until the day that the 
budget bill is presented to the Governor.  No salary or reimbursement for travel or 
living expenses forfeited pursuant to this subdivision shall be paid retroactively. 
 
(4)(5)  Until the budget bill has been enacted, the Legislature shall not send to the 
Governor for consideration any bill appropriating funds for expenditure during the 
fiscal budget year for which the budget bill is to be enacted, except emergency bills 
recommended by the Governor or appropriations for the salaries and expenses of 
the Legislature. 
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(d)  No bill except the budget bill may contain more than one item of 
appropriation, and that for one certain, expressed purpose.  Appropriations from 
the General Fund of the State, except appropriations for the public schools, are 
void unless passed in each house by rollcall vote entered in the journal, two-thirds 
of the membership concurring.  Appropriations made in the budget bill and 
amendments to the budget bill once enacted may be passed in each house by 
rollcall vote entered in the journal, a majority of the membership concurring.  
Except where a different vote requirement is specified by the Constitution or by an 
initiative, budget implementation bills may be passed in each house by rollcall vote 
entered in the journal, a majority of the membership concurring. 
 
(e)  The Legislature may control the submission, approval, and enforcement of 
budgets and the filing of claims for all state agencies. 
 
(f)  For the 2004-05 fiscal year, or any subsequent fiscal year, the Legislature may 
shall not send to the Governor for consideration, nor may shall the Governor sign 
into law, a budget bill that would appropriate from the General Fund, for that fiscal 
year, a total amount that, when combined with all appropriations from the General 
Fund for that fiscal year made as of the date of the budget bill’s passage, and the 
amount of any General Fund moneys transferred to the Budget Stabilization 
Account for that fiscal year pursuant to Section 20 of Article XVI, exceeds General 
Fund revenues for that fiscal year estimated as of the date of the budget bill’s 
passage.  That estimate of General Fund revenues shall be set forth in the budget 
bill passed by the Legislature. 
 
(g)  The Legislature shall establish an oversight process for evaluating and 
improving the performance of programs undertaken by the State or by local 
agencies on behalf of the State based on performance standards implemented 
pursuant to statute.  Within one year of the effective date of this provision, a 
review schedule shall be established for all state programs whether managed by a 
state or local agency.  The schedule shall sequence the review of similar programs 
so that relationships among program objectives can be established and reviewed.  
The review process shall result in recommendations in the form of proposed 
legislation that improves or terminates programs.  Each program should be 
reviewed at least once every ten years.  
 
(h)  Any nonrecurring revenue, as defined by statute, shall be expended only for 
the purposes of making one-time expenditures.   
 
(i)  For purposes of this section and section 8: 
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(1)  A “budget bill” is a bill that makes appropriations for the support of the 
government of the State for an entire fiscal year. 
 
(2)  A “budget implementation bill” is a bill that is identified in the budget bill as 
containing only changes in law necessary to implement a specific provision of the 
budget bill.   
 
SECTION SEVEN.  Section 3 of Article XIII A of the California Constitution 
is amended to read: 
 
SEC. 3.  From and after the effective date of this article, any changes in state taxes 
enacted for the purpose of increasing revenues collected pursuant thereto whether 
by increased rates, or changes in methods of computation, or imposition of a new 
tax, must be imposed by an Act passed by not less than two-thirds of all members 
elected to each of the two houses of the Legislature, except that no new ad valorem 
taxes on real property, or sales or transaction taxes on the sales of real property 
may be imposed.  In addition, any bill that imposes a fee that replaces revenue that 
in the same or the prior fiscal year was generated by a tax must be passed by no 
less than two-thirds of all members elected to each of the two houses of the 
Legislature. 
 
SECTION EIGHT.  Section 3.5 is added to Article XVIII of the California 
Constitution to read: 
 
SEC. 3.5.  A constitutional amendment or revision proposed by the Legislature 
that: (1) creates a new state program or agency or expands the scope of an existing 
state program or agency, as defined by statute, and (2) would result either in a net 
increase in state costs, or a net decrease in state revenue, in excess of twenty-five 
million dollars ($25,000,000) annually, as defined by statute and as adjusted for 
inflation pursuant to the California Consumer Price Index, shall not be submitted to 
the electors or have any effect unless the constitutional amendment or revision 
identifies additional revenue in an amount that is equal to or greater than the 
resulting net increase in state costs or net decrease in state revenue. 
 
SECTION NINE.  Section 9143.5 is added to Article 7, Chapter 1.5, Part 1, 
Division 2, Title 2, of the Government Code, to read: 
 
SEC. 9143.5  (a)  Within one year of the effective date of the measure that added 
this section, the Legislature shall establish a process, including the creation or use 
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of a joint committee, and shall include a schedule and a deadline for reviewing the 
performance of all programs at least once every ten years in a bill implementing 
the Budget Act.  The schedule shall provide for reviewing programs whose 
expenditures total one-third or more of total expenditures by July 2015 and two-
thirds of total expenditures by 2018.  For purposes of this section, “expenditures” 
shall include statutory exemptions, deductions, credits or exclusions from taxes or 
fees that would otherwise apply. 
 
(b)  Six months prior to the deadline for each program, the joint committee shall 
refer the initial program review to the appropriate policy committees of each 
house.  For programs with common objectives the reviews may be combined for 
the purposes of this section.  Within 90 days of the deadline, the policy committees 
shall make recommendations regarding the programs to the joint committee.  The 
joint committee’s review may be based on the recommendations of the policy 
committees, as well as recommendations that may be made by the Little Hoover 
Commission, the Legislative Analyst, the Bureau of State Audits, or the public in 
preparing a legislative proposal for each program that does one of the following: 
 
(1)  Modifies the program to reduce costs and/or improve outcomes, or 
 
(2)  Terminates the program.  
 
(c)  The proposed legislation shall be submitted to the Rules committee of each 
house for referral to the appropriate policy committee for public hearing and 
further action.  
 
(d)  The joint committee shall post on its website its recommendations and the 
results of the Legislature’s action. 
 
(e)  If the Legislature does not establish a joint committee pursuant to 
Subdivision (g) of Section 12 of Article IV of the Constitution within one year of 
the effective date of the measure that added this section, the Joint Legislative 
Budget Committee shall assume the responsibilities of the joint committee. 
 
SECTION TEN.  Section 9145 is added to Article 7 of Chapter 1.5 of Part 1 of 
Division 2 of Title 2 of the Government Code to read: 
 
SEC. 9145.  (a)  Before a bill or a measure that proposes to amend or revise the 
California Constitution, and that has been referred to the fiscal committee of either 
house, is read for a third time in either house of the Legislature, the Legislative 
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Analyst shall determine whether the bill or measure would create a new state 
program or agency or would expand the scope of an existing state program or 
agency that would result in a net increase in state costs or a net decrease in state 
revenue.  The Legislative Analyst shall submit the analysis of the bill or measure to 
the fiscal committees of each house of the Legislature and shall place the analysis 
on his or her Internet website if the Legislative Analyst determines that the bill or 
measure would:  
 
(1)  create a state program or agency or expand the scope of an existing state 
program or agency; and  
 
(2)  result either in a net increase in state costs or a net decrease in state revenue in 
excess of twenty-five million dollars ($25,000,000) annually, as adjusted for 
inflation pursuant to the California Consumer Price Index.   
 
(b)  A bill or measure that, as determined by the Legislative Analyst, would create 
a state program or agency or expand the scope of an existing state program or 
agency and result either in a net increase in state costs or a net decrease in state 
revenue in excess of twenty-five million dollars ($25,000,000) annually, as 
adjusted for inflation pursuant to the California Consumer Price Index, shall be 
void, unless the bill or measure: 
 
(1)  identifies additional revenue or an expressed reduction in existing expenditures 
that is equal to or greater than the resulting net increase in state costs or net 
decrease in state revenue; or  
 
(2)  the Legislature, by two-thirds majority vote of the membership of both houses, 
makes a finding in the statute or resolution, based on a financial analysis of the 
statute, that the bill or measure would result either in a net increase in state costs, 
or a net decrease in state revenue, in an amount equal to, or less than, twenty-five 
million dollars ($25,000,000) annually, as adjusted for inflation pursuant to the 
California Consumer Price Index.  Upon making such a finding, the Legislature 
may proceed to consider the bill or measure. 
 
(c)  For the purposes of this Section, the determination of “a net increase in state 
costs” or “a net decrease in state revenue” by the Legislative Analyst may include 
the impact of program changes attributable to cost savings or changes in revenues 
of other state or local programs that are reasonably expected to occur as a result of 
the implementation of the new program or revenue reduction.  The time period for 
such analysis shall be established by the Legislative Analyst. 
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(d)  For purposes of this Section, Section 10247.5 of the Government Code and 
Sections 8(e) and 12(a)(2) of Article IV, and Section 3.5 of Article XVIII of the 
Constitution: 
 
(1)  “State program or agency” means any agency, department, or other entity of 
the State or any program funded by the State. 
 
(2)  “State costs” means costs to the State whether paid from General Fund or 
special fund sources.  “State costs” does not include costs incurred for the payment 
of principal and interest on a general obligation bond. 
 
(3)  “Expand the scope of an existing state program or agency” does not include:   
 
(A)  restoring funding to an agency or program that was cut in a prior fiscal year or 
years in order to balance the budget or address a forecasted deficit;  
 
(B)  increases in a program or agency’s funding contained in the budget bill or in a 
budget implementation bill that are limited to the fiscal year for which the bill was 
enacted; 
 
(C)  growth in a program or agency’s funding that is attributable to increases in the 
cost of living or work load, including an increase contained in a memorandum of 
understanding approved by the Legislature; or  
 
(D)  growth in a program or agency’s funding that is required by federal law or a 
law that is in effect as of the effective date of the measure adding this section. 
 
(E)  a bill or measure containing a requirement as described in paragraph (5), 
subdivision (b) of Section 6 of Article XIII B of the Constitution. 
 
(4)  “A net increase in state costs” means ongoing expenditures for a program or 
agency and does not include a one-time expenditure made by a program or agency. 
 
(e)  The exception to “expand the scope of an existing state program or agency” set 
forth in subparagraph (A) of paragraph (3) of subdivision (d) of this Section is 
applicable only under any of the following circumstances:  
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(1)  for any bill or measure proposing to amend or revise the Constitution intended 
to restore reductions in appropriations made pursuant to a declaration of fiscal 
emergency as set forth in Section 10 of Article IV of the Constitution.   
 
(2)  for any bill or measure proposing to amend or revise the Constitution intended 
to restore reductions in appropriations made prior to the effective date of the 
measure adding this section, the Legislature must make a finding that the reduction 
in the program or agency’s funding was necessary in order to balance the budget or 
to address a mid-year deficit and that the expansion of the program or agency is 
limited to restoring the program or agency’s funding to the level that existed prior 
to the reduction. 
 
(3)  for any bill or measure proposing to amend or revise the Constitution intended 
to restore reductions in appropriations made on or after the effective date of the 
measure adding this section, the Legislature must make a finding (a) at the time the 
reduction is made, that the reduction in the program or agency’s funding is 
necessary to balance the budget or to address a forecasted deficit, and (b) at the 
time that funding to the agency or program is restored, that the expansion of the 
program or agency is limited to restoring the program or agency’s funding to the 
level that existed prior to the reduction made pursuant to Article VI, Section 10. 
 
(f)  For the purposes of this Section and Sections 8(e) and 12(a)(2) of Article IV, 
and Section 3.5 of Article XVIII of the Constitution, “additional revenue” includes, 
but is not limited to, revenue to the State that results from specific changes made 
by federal or state law and that the state agency responsible for collecting the 
revenue has quantified and determined to be a sustained increase.  
 
SECTION ELEVEN.  Section 10247.5 is added to Article 2 of Chapter 1 of 
Part 2 of Division 2 of Title 2 of the Government Code to read: 
 
SEC. 10247.5.  Before a bill or measure is read for a third time in either house of 
the Legislature, the Legislative Counsel’s Digest shall be amended to reflect the 
Legislative Analyst’s determination if the Legislative Analyst determines that a bill 
or a measure proposing an amendment or revision to the California Constitution 
would: 
 
(1) create a new state program or a state agency or expand the scope of an existing  
state program or state agency; and  
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(2) result either in a net increase in state costs or a net decrease in state revenue in 
excess of twenty-five million dollars ($25,000,000) annually, as adjusted for 
inflation pursuant to the California Consumer Price Index, pursuant to 
subdivision (a) of Section 9145. 
 
SECTION TWELVE.  Sections 13335.3 and 13335.5 are added to Article 3 of 
Chapter 3 of Part 3 of Division 3 of Title 2 of the Government Code to read: 
 
SEC. 13335.3  (a)  The purpose of performance-oriented budgeting is to inform 
policy, fiscal, and oversight decisions by the Governor and legislators; to focus 
managers, supervisors, and rank and file workers on achieving desired goals; and, 
to communicate to the public the value of public programs, progress toward 
desired results, and the choices available to improve the expenditure of public 
funds. 
 
(b)  Every state agency for which an appropriation has been made shall submit to 
the Department of Finance a complete and detailed budget at the time and in the 
form prescribed by the Department, setting forth all proposed expenditures and 
estimated revenues for the ensuing fiscal year.   
 
(c)  The budget submitted to the Department and proposed by the Governor shall 
use performance-oriented budgeting methods that make it clear to policymakers 
and the public the value and results of existing operations and proposed changes. 
 
(d)  A performance-based budget shall identify and update all of the following: 
 
(1)  The mission and goals of the agency; 

 
(2)  The activities and programs focused on achieving those goals; 
 
(3)  Performance metrics that reflect desired outcomes for existing and proposed 
activities and a targeted performance level for the following year; 
 
(4)  Prior-year performance data and an explanation of deviation from previous 
year targets; and 
 
(5)  Proposed changes in statute, including the creation of incentives or elimination 
of disincentives that could improve outcomes or hold down costs. 
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(e)  The Governor’s website shall provide a summary of each department’s 
mission, goals, prior-year performance, and future year objectives. 
 
SEC. 13335.5.  (a)  Not later than the 2014-15 fiscal year, and each fiscal year 
thereafter, the budget submitted by the Governor to the Legislature as required by 
Section 12 of Article IV of the California Constitution shall use performance-based 
budgeting methods.  
 
(b)  The amount of each appropriation made in the Budget Act for the 2014-
15 fiscal year, and each fiscal year thereafter, for expenditure by any state agency 
shall be determined after considering performance-related data.  The Budget Act 
introduced by the Governor also shall include performance standards, which may 
be amended by the Legislature in the same manner as amendments to 
appropriations in the Budget Bill.  These standards shall be applied to each state 
agency and should allow the public and policymakers to understand the 
effectiveness and efficiency of each program.  
 
(c)  The Legislative Analyst’s Office shall review the adequacy of performance 
metrics and progress toward targeted outcomes in preparing its review of the 
Governor’s budget proposal.   
 
(d)  A task force consisting of the Director of Finance, the Controller, the 
Chairpersons and Vice Chairpersons of the Senate and Assembly budget 
committees, shall do all of the following: 
 
(1)  Review and comment on guidelines and procedures drafted by the Department 
of Finance to be used by state agencies in developing performance-based budgets 
pursuant to Sections 13320 and 13335.3.  The guidelines shall describe how state 
employees will be involved in establishing and implementing performance 
standards.  

 
(2)  Review and comment on a training program developed by the Department of 
Finance for appropriate executive branch personnel to ensure the successful 
implementation of performance-based budgeting and management by state 
agencies.   
 
(3)  Review and comment on a plan prepared by the Department of Finance for 
systematically phasing in the requirements of Sections 13320 and 13335.3.  The 
plan should ensure that by the 2012-13 fiscal year, performance-based budgeting 
methods are used in preparing, reviewing, and enacting one-third or more of total 
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General Fund expenditures as proposed in the Governor’s Budget for that fiscal 
year.  
 
(e)  For purposes of this article, “state agency” means any agency, department or 
other entity of the executive branch of the state that is required to submit a budget 
pursuant to Article 2 (commencing with Section 13320).   
 
SECTION THIRTEEN.  Chapter 1.5 (commencing with Section 16330) is 
added to Part 2 of Division 4 of Title 2 of the Government Code, to read: 
 

CHAPTER 1.5. NONRECURRING REVENUE 
 

SEC. 16330.  For purposes of this chapter and Section 12 of Article IV of the 
California Constitution, the following definitions apply: 
 
(a)  Except as provided in subdivision (b), “nonrecurring revenue” means General 
Fund proceeds of taxes received in a fiscal year that exceed the amount that the 
state expected to receive in that fiscal year and that are not expected to be received 
in future fiscal years. 

 
(b)  “Nonrecurring revenue” does not include the following: 

 
(1)  The revenue necessary to meet the state’s obligation under Section 8 of 
Article XVI of the California Constitution, including any maintenance factor 
allocation for the current fiscal year required pursuant to subdivisions (d) and (e) of 
Section 8. 

 
(2)  The revenue necessary to balance the budget for the fiscal year in which the 
revenue is received, the absence of which would produce a deficit for that fiscal 
year. 

 
(c)  The term “one-time expenditures” means any of the following: 
 
(1)  Transfer by statute to the Budget Stabilization Fund; 
 
(2)  Appropriation for one-time infrastructure or other capital outlay purposes; 
(3)  Appropriation to retire, redeem, or defease outstanding general obligation or 
other bonded indebtedness of the State; 
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(4)  Return to taxpayers within the current or immediately following fiscal year by 
a one-time revision of tax rates, or by rebates; 
 
(5)  Appropriation for unfunded liabilities for vested non-pension benefits for state 
annuitants; 
 
(6)  Appropriations necessary to meet the outstanding balance of the maintenance 
factor owed by the State pursuant to subdivision (d) of Section 8 of Article XVI. 
 
SEC. 16331.  Based on an analysis of the General Fund proceeds of taxes received 
through April 30 of each year, the Franchise Tax Board and State Board of 
Equalization shall identify each source of General Fund proceeds of taxes that is 
higher than the tax proceeds received from that source in the preceding fiscal year.  
The Franchise Tax Board and the State Board of Equalization shall provide this 
information to the Legislature, the Governor, the Controller, and the public by 
May 15 of each year. 
 
SEC. 16332.  By May 31 of each year, the Legislative Analyst and the Director of 
Finance, jointly, shall do all of the following: 
 
(a)  Estimate the amount of nonrecurring revenue deposited in the General Fund as 
of that date for the current fiscal year and provide this estimate to the Legislature, 
the Governor, the Controller, and the public.  In determining this estimate, the 
Legislative Analyst and the Director of Finance shall consider, at a minimum, the 
Governor’s estimate of nonrecurring revenue for the current fiscal year; historical 
growth in General Fund proceeds of taxes, including data provided by the 
Franchise Tax Board and the State Board of Equalization pursuant to 
Section 16331; economic conditions and projections; stock market trends, 
including data regarding capital gains and the exercise of stock options; and an 
evaluation of the revenue forecast for the prior fiscal year and the extent to which 
that forecast was accurate. 
 
(b)  Determine whether the amount of nonrecurring revenue received during the 
prior fiscal year was less than the amount of nonrecurring revenue for that fiscal 
year that was appropriated pursuant to subdivision (a) of Section 16333, and 
provide a certification of that determination to the Legislature, the Governor, the 
Controller, and the public. 
 
SEC. 16333.  (a)  By June 25 of each year, based on the estimate provided pursuant 
to subdivision (a) of Section 16332, the Legislature shall estimate the amount of 
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nonrecurring revenue received for the current fiscal year.  Except as provided in 
subdivision (b), nonrecurring revenues shall only be used for one-time 
expenditures and shall be appropriated in the Budget Bill for the ensuing fiscal 
year. 
 
(b)  If the amount appropriated pursuant to subdivision (a) in a prior fiscal year 
exceeded the amount of nonrecurring revenue received during that fiscal year, that 
excess amount may be deducted from the amount of non-recurring revenues 
available for appropriation in ensuing fiscal years pursuant to subdivision (a). 
 
SECTION FOURTEEN.  Effective Date. 
 

Amendments to the California Constitution made by this measure shall 
become operative on July 1, 2011. 

 
SECTION FIFTEEN.  Amendment. 
 
 The statutory provisions of this measure may be amended solely to further 
the purposes of this measure by a bill approved by a two-thirds vote of each house 
of the Legislature and signed by the Governor. 
 
SECTION SIXTEEN.  Severability. 
 
 If any of the provisions of this measure or the applicability of any provision 
of this measure to any person or circumstances shall be found to be 
unconstitutional or otherwise invalid, such finding shall not affect the remaining 
provisions or applications of this measure to other persons or circumstances, and to 
that extent the provisions of this measure are deemed to be severable. 
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COMMUNITY FUNDING PROTECTION 
AND ACCOUNTABILITY ACT OF 2010 

 
SECTION 1.  Title.   
 

This measure shall be known as the Community Funding Protection 
and Accountability Act of 2010. 
 
SECTION 2.  Findings and Declarations. 
 

The people of California find and declare the following: 
 
1. Citizens are best served when government is directly accessible and 
accountable to the people. 
 
2. Local or community governments are closer to the people, and 
therefore best suited to providing community-level services such as schools, 
police and fire protection, and services that protect the most vulnerable 
members of society. 
 
3. Providing a quality education to our children is an investment in the 
future of California, and providing and protecting funding for public schools 
is vital to the future of our state. 
 
4. Californians are a people on the move, and protecting funding for 
local road, highway and transportation repairs encourages communities to 
make measurable improvements to mobility that are critical to providing 
jobs and restoring the economic vitality of our state. 
 
5. Support for essential community services has been jeopardized when 
the state has borrowed or redirected locally levied funds, denying 
communities the stable funding they need to provide local services. 
 
6. It’s time to protect funding for local services and give communities 
new tools and resources to set their own priorities and chart their own paths 
for the future. 

 
7. Declaring these funds to be owned by the local governments that levy 
them will protect these revenues from arbitrary action by state officials, and 
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thereby protect funding for vital local services, including schools, public 
safety and transportation. 

 
8. Community governments within regions should be encouraged to 
coordinate efforts to address community needs and priorities, and to work 
together toward common goals. 
 
9. Community governments should be authorized to develop a strategic 
plan that establishes goals, improves outcomes, and provides the resources 
necessary to accomplish these goals. 

 
10. Greater local control over revenue should be tied to increased 
accountability for results, requiring government to become more efficient 
and effective to reduce waste of taxpayer dollars. 
 
SECTION 3.  Purpose and Intent. 
 

To promote efficiency, effectiveness and accountability in local 
government, the people of California hereby enact the Community Funding 
Protection and Accountability Act of 2010.  It is the intent of the Act to: 

 
(a)  Authorize local government agencies to develop a countywide 

strategic action plan that establishes goals, increases efficiency, and 
improves the outcomes of local services. 

 
(b)  Provide an incentive to local governments, along with the 

necessary resources, to coordinate their efforts by authorizing counties to 
levy sales and use taxes with the approval of a majority of local voters. 

 
(c)  Protect local governments from the State borrowing or redirecting 

locally levied funds so local governments have stable revenues to provide 
community services. 

 
(d)  Require local governments to publicly report the results of 

implementing their strategic plans annually so that they are accountable to 
taxpayers and voters. 
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SECTION 4.  Article XI A is added to the California Constitution: 
 
Article XI A.  Sec. 1.  (a)  In addition to any authority conferred by 
Section 25.5 or Section 29 of Article XIII, local government agencies may 
develop and implement a Countywide Strategic Action Plan to make 
effective use of existing resources and to provide additional revenue to 
accelerate progress toward community goals.  
 
(b)  In counties where a Countywide Strategic Action Plan is adopted, the 
county governing board by a simple majority vote may place on the ballot 
for voter approval a measure to increase the sales and use tax by a majority 
vote of the voters voting on the proposition.  
 
(c)  Notwithstanding section 1 of Article XIII A, section 15 of Article XI, or 
any other provision of law or this Constitution, the proceeds of such a tax 
shall be allocated to the counties that enact them, to be distributed according 
to law.   
 
(d)  Revenues received by any school district pursuant to subdivision (e) of 
Government Code section 6537 shall not be considered local proceeds of 
taxes for purposes of sections 8 and 8.5 of Article XVI.   
 
(e)  For purposes of this article “local government agency” means any local 
government as defined in Section 1 of Article XIIIC.  
 
SECTION 5.  Section 24 of Article XIII of the California Constitution is 
amended to read: 
 
Sec. 24.  (a)  The Legislature may not impose taxes for local purposes but 
may authorize local governments to impose them. 
 
Money appropriated from state funds to a local government for its local 
purposes may be used as provided by law. 

 
Money subvened to a local government under Section 25 may be used for 
state or local purposes. 
 
(b)  The proceeds of any tax or assessment levied or imposed by a county, 
city, city and county, including a charter city or county, any special district, 
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or any other local or regional governmental entity, belong exclusively to the 
entity that enacted the tax or assessment.  
 
(c)  Notwithstanding section 25.5 of this article, following the effective date 
of this provision, the State shall not borrow, transfer, restrict, or otherwise 
use or appropriate any funds in the Transportation Investment Fund 
established pursuant to article XIX B for any purpose other than those 
specified in paragraph 2 of subdivision (b) of section 1 of article XIX B .  
 
(d)  Notwithstanding section 25.5 of this article, following the effective date 
of this provision, the State shall not borrow, reallocate, transfer, restrict, or 
otherwise use or appropriate any taxes on ad valorem real property or 
tangible personal property allocated to a community redevelopment agency 
pursuant to section 16 of article XVI except for the purpose of (i) making 
payments to affected taxing entities pursuant to Sections 33607.5 
and 33607.7 of the Health and Safety Code or similar statutes requiring 
such payments, as those statutes read on January 1, 2008; or (ii)  
increasing, improving, and preserving the supply of low and moderate 
income housing available at affordable housing cost.  
 
(e)  With the exception of revenues from taxes allocated by law prior to the 
effective date of this provision, including those specified in section 99072 of 
the Government Code, this section shall apply to all such taxes, assessments, 
and fees, regardless of when they were levied or imposed, including the 
property tax allocated pursuant to Section 1 of article XIIIA and Section 16 
of Article XVI. 
 
SECTION 6.  Section 1 of Article XIX B of the Constitution is amended 
to read: 
 
SECTION 1.  (a)  For the 2003-04 fiscal year and each fiscal year thereafter, 
all moneys that are collected during the fiscal year from taxes under the 
Sales and Use Tax Law (Part 1 (commencing with Section 6001) of 
Division 2 of the Revenue and Taxation Code), or any successor to that law, 
upon the sale, storage, use, or other consumption in this State of motor 
vehicle fuel, and that are deposited in the General Fund of the State pursuant 
to that law, shall be transferred to the Transportation Investment Fund, 
which is hereby created in the State Treasury. 
 

 4



(b)(1)  For the 2003-04 to 2007-08 fiscal years, inclusive, moneys in the 
Transportation Investment Fund shall be allocated, upon appropriation by 
the Legislature, in accordance with Section 7104 of the Revenue and 
Taxation Code as that section read on March 6, 2002. 
 
(2)  For the 2008-09 fiscal year and each fiscal year thereafter, moneys in the 
Transportation Investment Fund shall be allocated solely for the following 
purposes: 
 
(A)  Public transit and mass transportation. 
 
(B)  Transportation capital improvement projects, subject to the laws 
governing the State Transportation Improvement Program, or any successor 
to that program. 
 
(C)  Street and highway maintenance, rehabilitation, reconstruction, or storm 
damage repair conducted by cities, including a city and county. 
 
(D)  Street and highway maintenance, rehabilitation, reconstruction, or storm 
damage repair conducted by counties, including a city and county. 
 
(c)  For the 2008-09 fiscal year and each fiscal year thereafter, moneys in the 
Transportation Investment Fund shall be allocated, upon appropriation by 
the Legislature, as follows: 
 
(A)  Twenty percent of the moneys for the purposes set forth in 
subparagraph (A) of paragraph (2) of subdivision (b). 
 
(B)  Forty percent of the moneys for the purposes set forth in 
subparagraph (B) of paragraph (2) of subdivision (b). 
 
(C)  Twenty percent of the moneys for the purposes set forth in 
subparagraph (C) of paragraph (2) of subdivision (b). 
 
(D)  Twenty percent of the moneys for the purposes set forth in 
subparagraph (D) of paragraph (2) of subdivision (b). 
 
(d)(1)  Except as otherwise provided by paragraph (2), the transfer of 
revenues from the General Fund of the State to the Transportation 
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Investment Fund pursuant to subdivision (a) may be suspended, in whole or 
in part, for a fiscal year if all of the following conditions are met: 
 
(A)  The Governor issues a proclamation that declares that, due to a severe 
state fiscal hardship, the suspension of the transfer of revenues required by 
subdivision (a) is necessary. 
 
(B)  The Legislature enacts by statute, pursuant to a bill passed in each house 
of the Legislature by rollcall vote entered in the journal, two-thirds of the 
membership concurring, a suspension for that fiscal year of the transfer of 
revenues required by subdivision (a) and the bill does not contain any other 
unrelated provision. 
 
(C)  No later than the effective date of the statute described in 
subparagraph (B), a separate statute is enacted that provides for the full 
repayment to the Transportation Investment Fund of the total amount of 
revenue that was not transferred to that fund as a result of the suspension, 
including interest as provided by law.  This full repayment shall be made not 
later than the end of the third fiscal year immediately following the fiscal 
year to which the suspension applies. 
 
(2)(A)  The transfer required by subdivision (a) shall not be suspended for 
more than two fiscal years during any period of 10 consecutive fiscal years, 
which period begins with the first fiscal year commencing on or after July 1, 
2007, for which the transfer required by subdivision (a) is suspended. 
 
(B)  The transfer required by subdivision (a) shall not be suspended during 
any fiscal year if a full repayment required by a statute enacted in 
accordance with subparagraph (C) of paragraph (1) has not yet been 
completed. 
 
(d)  The Legislature may enact a statute that modifies the percentage shares 
set forth in subdivision (c) by a bill passed in each house of the Legislature 
by rollcall vote entered in the journal, two-thirds of the membership 
concurring, provided that the bill does not contain any other unrelated 
provision and that the moneys described in subdivision (a) are expended 
solely for the purposes set forth in paragraph (2) of subdivision (b). 
 
(e)(1)  An amount equivalent to the total amount of revenues that were not 
transferred from the General Fund of the State to the Transportation 
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Investment Fund, as of July 1, 2007, because of a suspension of transfer of 
revenues pursuant to this section as it read on January 1, 2006, but excluding 
the amount to be paid to the Transportation Deferred Investment Fund 
pursuant to Section 63048.65 of the Government Code, shall be transferred 
from the General Fund to the Transportation Investment Fund no later than 
June 30, 2016.  Until this total amount has been transferred, the amount of 
transfer payments to be made in each fiscal year shall not be less than one-
tenth of the total amount required to be transferred by June 30, 2016.  The 
transferred revenues shall be allocated solely for the purposes set forth in 
this section as if they had been received in the absence of a suspension of 
transfer of revenues. 
 
(2)  The Legislature may provide by statute for the issuance of bonds by the 
state or local agencies, as applicable, that are secured by the minimum 
transfer payments required by paragraph (1).  Proceeds from the sale of 
those bonds shall be allocated solely for the purposes set forth in this section 
as if they were revenues subject to allocation pursuant to paragraph (2) of 
subdivision (b). 
 
SECTION 7.  Section 6537 is added to the Government Code: 
 
SEC. 6537.  (a)  In order to develop a Countywide Strategic Action Plan 
pursuant to Article XI A of the Constitution, a majority of the members of 
the county governing body must agree to initiate the development of the plan 
and to adopt the plan.   
 
(b)  A Countywide Strategic Action Plan shall be developed through a public 
process that seeks to produce a common understanding of community 
challenges and the consequences of inaction, rigorously and fairly assesses 
the impact of existing efforts, and identifies a disciplined approach to make 
better use of existing and additional resources to ensure progress toward 
common goals.  The County shall consult with local agencies responsible for 
services such as education, public safety, public health and welfare, and each 
participating agency shall identify unmet needs in each of those areas.   
 
(c)  A Countywide Strategic Action Plan shall contain, at a minimum, the 
following: 
 
(1)  A declaration of community goals and desired outcomes. 
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(2)  An inventory of existing publicly-funded programs and an assessment of 
which ones are effectively serving a public priority, those that need to be 
improved, and those that are duplicative, obsolete, ineffective or no longer a 
priority.   
 
(3)  An inventory of the state agencies whose cooperation and assistance 
will be necessary to implement the plan, as well as any recommended 
changes in statute or regulation that would improve the chances of 
successful implementation. 
 
(4)  A plan for addressing the goals, problems and inefficiencies identified in 
paragraphs (1) through (3), a mechanism for measuring the outcomes of 
programs and progress toward established goals, and a plan for annually 
reporting outcomes and conducting public hearings to receive public 
comments on progress toward goals. 
 
(5)  A resource allocation plan developed by the county, in consultation with 
the cities in the county, that is aligned with the goals of the Countywide 
Strategic Action Plan and that specifies how the proceeds from an increase 
of up to an additional one cent in the sales and use tax shall, if approved 
pursuant to subdivision (d), be allocated among the county and the cities in 
the county. 
 
(6)  A plan submitted by each participating school district.  School districts 
shall have exclusive authority to develop and submit plans for addressing the 
educational needs of their communities.  These plans shall be included in the 
Countywide Strategic Action Plan.  The County Superintendent of Schools 
may provide assistance to any requesting school district regarding 
preparation and implementation of the school district’s portion of the Plan.  
A participating school district may satisfy paragraph 4 of this subdivision by 
integrating any additional information into the school accountability report 
card it issues pursuant to subdivision (e) of section 8.5 of article XVI of the 
Constitution and section 35256 of the Education Code. 
 
(7)  A plan submitted by each participating city.  Cities shall have exclusive 
authority to develop and submit plans for addressing the needs of their 
communities.  These plans shall be included in the Countywide Strategic 
Action Plan. 
 
(d)  In counties where a Countywide Strategic Action Plan has been adopted, 
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the county governing board by a simple majority vote may place before the 
voters an increase of up to an additional one cent in the sales and use tax 
otherwise permitted by law.  If approved by a majority of the voters voting 
on the measure, the proceeds of the tax shall be placed in the county treasury 
and distributed to the county and cities within the county based on the 
resource allocation plan required by paragraph (5) of subdivision (c). 
 
(e)  In counties where a Countywide Strategic Action Plan has been adopted 
and the sales and use tax has been increased in accordance with 
subdivision (d), the county and each city within the county shall allocate 
sufficient revenue from the property tax, the Bradley-Burns Uniform Local 
Sales and Use Tax-Law, or any other tax to the school districts within the 
county equal to fifty percent of the revenues received from the increase of 
the sales tax enacted pursuant to subdivision (d).  The Countywide Strategic 
Action Plan shall specify the source of the funds to be so allocated, and the 
County Treasurer shall calculate and distribute the appropriate amount 
quarterly if the source of the funds is the sales and use tax, or within 30 days 
after the end of the fiscal year if the source of the funds is any other tax.  
The funds shall be allocated to school districts within the county on the basis 
of the school districts’ average daily attendance.   
 
(f)  The State shall be prohibited from reducing subventions to the 
participating local government agencies in response to any tax approved 
pursuant to this section and section 1, subdivision b of article XI A of the 
Constitution. 
 
(g)  A Countywide Strategic Action Plan and any additional sales and use 
tax passed to implement the plan shall remain in place for 10 years, unless a 
majority of the members of the county governing body agree to dissolve or 
amend the plan earlier.  The county governing board may vote to extend the 
plan beyond the original ten-year period, provided, however, that if it wishes 
to extend any additional sales and use tax passed to implement the plan, it 
must resubmit the additional tax to the voters pursuant to subdivision (d) of 
this section. 
 
SECTION 8.  Section 42246 is added to the Education Code: 
 
42246.  A school district’s receipt of a portion of any real property tax, 
Bradley-Burns Local Sales and Use Tax, or any other tax pursuant to a 
Countywide Strategic Action Plan authorized by article XI A of the 
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Constitution shall not be considered in calculating the State’s portion of the 
district’s revenue limit under section 42238 or any successor statute.   
 
SECTION 9.  Amendment. 
 

The statutory provisions of this measure may be amended solely to 
further the purposes of this measure by a bill approved by a two-thirds vote 
of each house of the Legislature and signed by the Governor. 
 
SECTION 10.  Severability. 
 

If any of the provisions of this measure or the applicability of any 
provision of this measure to any person or circumstances shall be found to 
be unconstitutional or otherwise invalid, such finding shall not affect the 
remaining provisions or applications of this measure to other persons or 
circumstances, and to that extent the provisions of this measure are deemed 
to be severable. 
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