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Conditutiond Proposl 41 proposs an amendment to the State Conditutionto limit
revenueincreases for specia districts, municipdities, counies, and the state to inflation
plusthe percentage changein popuktion. Revenueincreases for school districts are
limited to inflation plusthe percentage changein enrollment. The Legidature may
Increase the state revenuelimit by a supemajority vote. Voters may approvelocal
govanment revenuelimit increases by a majority vote or sugpensonsby a supamajority
vote.

Il1. Present Situation:

ArticleVII, s. 1(d), Fla. Cong., requires the Legidature to provide by law for Qaising
sufficient revenue to defray the expenses of the state for each fiscal period. OHowever, the
Constitution aso places severa limits on the power of the state to raise revenue. These
limitationsaddress. ad valorem taxes, persond income tax, estate tax, corporate income
tax, state bonds, and state revenue. Section 1 of Article VII limits state revenue collections
to therevenue collected in fisca year 19941995 plus an adjusment for growth based on
thegrowth rate of state persond income over the preceding five years. Excess collections
must be deposited in the budget stabilization funduntil it isfully funded. Excess revenues
at this point are then refunded to taxpayers. The Legidatureis alowed to increase the
revenue limit by avote of two-thirds of the membership of each house. According to
ArticleVII, section 1(e) of the Florida Congitution:

State revenues meanstaxes, fees, licenses, and charges for services
imposed by thelegidature onindividuds, busnesses, or agendes outside
state govenment. However, "state revenues’ does notindude revenues
tha are necessary to meet therequirements set forth in doauments
authorizing theissuance of bondsby the state; revenues tha are used to
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provide matching fundsfor thefederal Medicaid program with the
exception of therevenues used to suppot the Public Medical Assistance
Trug Fundor its successor program and with the exception of state
matching fundsused to fund elective expandonsmade after July 1, 1994;
proceedsfrom the state lottery returned as prizes, receipts of the Florida
Hurricane CatastropheFund; bdances carried forward from prior fiscal
years, taxes, licenses, fees, and charges for services imposd by local,
regiond, or school district govening bodies; or revenuefrom taxes,
licenses, fees, and charges for services required to beimposed by any
amendment or revision to this conditution after July 1, 1994*

State Revenue Flexibility

A ppellate court opinionshave not examined the scope of the Legidature® authority
unde Art. I, s. 6, Fla Const. However, arguably, the provison may permit the
Legidature to raise revenue from restricted sources during an emergency resulting from an
enemy attack. Articlell, s. 6, Fla Cong., states:

Enemy attack.N In periodsof emergency resulting from enemy attack the
legidature shdl have power to providefor prompt and temporary
succession to the powers and duties of al public offices theincumbents of
which may become unavailable to execute thefunctionsof thar offices,
and to adoptsuch other measures as may be necessary and appropriate to
insure the continuity of governmental operationsduring the emergency. In
exercising these power s, the legidature may depart from other
requirements of this conditution, but only to the extent necessary to meet
the emergency.?

ArticlelV, s. 13, Fla. Cond., gives the state some procedurd flexibility to address
revenue shortfalls. The conditutiond provision states:

Revenue Shortfals.N In theevent of revenue shortfalls, as defined by
generd law, thegovernor and cabinet may establish al necessary
reductionsin the state budget in order to comply with the provisions of
Article VI, Section 1(d). Thegovernor and cabinet shdl implement al
necessary redudions for the executive budyet, the chief judtice of the
supreme court shdl implement al necessary reductionsfor thejudcid
budyet, and the speaker of the hous of representatives and the president
of the senae shdl implement al necessary redudions for thelegidative
budyet. Budget reductions pursuant to this section shdl be congstent with
the provisionsof Article 11, Section 19().

L Article VII, Section 1, Fla. Const.
2 Articlell, Section 6, Fla. Const.
3 Article IV, Section 13, Fla. Const.
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ArticlelV, s. 13, Fla. Cond., was proposed by the 1990Taxation and Budget
Reform Commissionin response to an opinion of the Florida Supreme Court
requiring al revenue reductions to be made by the Legidature.

Traditional Tax and Expenditures Limitations

At least 30 states, induding Ohio, Maine, Colorado, and Massachusetts, currently opeaate
unde atax or expenditure limitation. Twenty three states have spending limits, four have
tax limits, and three have both *

Traditiond tax and expenditure limitationsinduderevenue expenditure, or appropriation
limits such as:

¥ Revenuelimits. Revenuelimitstie allowable yearly increases to persond income
or an index which may indudeinflation or popuktion, and alow for therefund of
EXCESS revenues to taxpayers.

¥ Expenditure limits. Expenditure limits are dso tied to persond income or a
growth index. In many states, thelimit is tied to agrowth index related to the
expandon of the econony.

¥ Appropriationslimited to a percentage of revenueestimates. This variation of a
spending limit smply ties appropriationsto therevenueforecast. Delaware,
lowa, Mississippi, Oklahomg, and Rhodeldand have this type of appropration
limit in place.

¥ Hybrids Statesaso have combined components of variouslimits. For example,
Oregonhas a state spending limit tied to persond income growth, and a provision
requiring refundsif revenues are more than 2 percent abovetherevenueforecast.
Thislaw limits spending and, in a sense, limits revenues by tying them to the
forecasted amount Colorado, unde the Taxpayer@ Bill of Rights (TABOR), is
another hybrid state.”

Themod redtrictive type of limit indudes voter approvd requirements. All taxes or
Increases over a specified amountmust receive voter approvd to implement this type of
limit. Missouri and Washington require voter approvad for tax increases over a specified
amount Sixteen states require legidative supemajority votes to increase some or all of
thetaxes. Of the 30 states with tax and spending limitations seventeen have
conditutiond provisionsand thirteen have statutory provisionsfor revenuelimits.

Tax and Expenditures Limitations Prosand Cons
Thee are arguments for and agang, tax and expenditure limitation issues.

Proponentsindicate that limits will:
¥ Make govanment more accountable and control the growth of govenment;

“ National Conference of State Legislatures, State Tax and Expenditure Limits £2007: http://www.ncsl.org/
(Last visited January 30, 2008).
® National Conference of State Legislatures, http://www.ncsl.org/ (Last visited January 30, 2008).
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¥ Make govanment more efficient;

¥ Provideameansfor citizensto become more involved in the process and vote on
tax increases,

¥ Help diffuse the power of specia interests; and

¥ Force govenment to evaluae programs and prioritize services.

Opponants of limitsindicate that they will:

¥ Shift thedecision process from the representatives elected to serve thecitizens

¥ Fail to provide sufficient fundsfor growth in soaal services and education;

¥ Cause a Qatchet-downOeffect decreasing the spending base withoutthe ability of
growth to bringthebase to its origind level,;

¥ Fail to providefundngfor Ghortfall yearsOand respondto quick changesin the
econony;

¥ Makeit harder for states to raise new revenue and

¥ Result in declining goveanment service levels over time.

Thedeails of thedesign of atax and expenditure limitation will impact the effectiveness
of thelimitation and its influence on govenment spending. In aresearch report fromthe
New England Public Policy Center,® the growth index and base are highlighted as
powerful determinants of thelimitation@impact. The growth index istheannud rate at
which atax and expenditure limitation allows the sate or local government expenditures,
appropriations or revenues to grow and the base is theamountof money expended,
collected, or appropriated.

TABOR (Taxpayer@ Bill of Rights)

Themog well-known tax and expenditure limitation is the Colorado initiative known as
OrABOR.O In 1992,the TABOR conditutiond amendment, a citizen initiative, was
adopted by Colorado voters. TABOR limits the growth of Colorado@ state revenuesto
inflation plus popuktion. Thelimits do not apply to federal funds private gifts, and afew
other specified revenuesources. The TABOR amendment aso requires voter approvd for
any tax increase propo%d by the state, countes, cities, towns school districts, or special
districts. Revenuefundsin excess of therevenuelimit mug bereturned to thevoters,
however, the voters may vote to allow the state to retain the excess funds TABOR limits
therevenuetha the state government can retain in a year to the previousyear® allowed
collection adjuged for inflation and popuktion.

Dr. Barry Poulson, Professor of Econonics at the University of Colorado, proposd a
framework for thedevelopment of a Taxpayer Protection Amendment for Floridaand
reasonswhy an amendment is necessary in Ofaxes in FloridaAre At An All Time High:
Time for a Taxpayer Protection Amendment.3 Thereasonspresented indicating why an
amendment is necessary are:

® New England Public Policy Center, Research Report 06-3, Reading the Fine Print: How Details Matter in
Tax and Expenditure Limitations,

http://www.bos.frb.org/economi c/neppc/reserchreports/2006/rr0603.html.

" Barry Poulson, Oraxes in Florida Are At An All Time High: Time for a Taxpayer Protection
Amendment,OPresentation to the Taxation and Budget Reform Commission, September, 2007.
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To limit the growth in revenueand spending to the growth of popuktion plus
inflation;

To stabilize thebudge over thebusness cycle;

To enaure tha some surplusrevenueisinvested in an emergency and budge
stabilization fund

To enaure tha additiond surplusrevenueisrebaed to taxpayers,

To require voter approvd for increased taxes, debt, or expenditure of surplus
revenue

To establish ahard budgé condraint tha would create incentives for tax
reform;

To providemuch needed propeaty tax relief, and reduce propeaty tax rates,
To create oppatunities for home owneaship for all Floridacitizens

To create amore favorable tax climate that Florida needsto attract busness
Investment and create jobs and

To improveincomes and standards of living for Floridacitizens

Theframework provided for the development of an amendment induded tha:

¥

¥

It isaconditutiond rather than a statutory provision;

It would impose a stringent limit on the growth in spending equd to inflation
and popuktion growth;

Thislimit would be applied to abroad measure of state revenueand spending,
with few exceptions

Some surplusrevenuewould be allocated to a budye stabilization and
emergency fund

Some surplusrevenuewould be allocated to tax relief, induding propaty tax
relief;

Voter approvd would berequired for any increase in taxes, debt, or
expenditure of surplusrevenue and

Thislimit would beapplied at thelocal, aswell asthe state, level.

[11. Effect of Proposed Changes:

Conditutiond Proposl 41 proposs an amendment to the State Conditutionto limit
revenueincreases for the state, school districts, and local governments. Revenue
limits are based oninflation and popuktion changes.

Theproposl provides longterm revenuelimits for school districts, the state, and
local government. Revenues collected by a special district, municipdity, county, or
the state are limited to the 2007-2008 fiscal year adjused for the percentage change
in inflation and popuktion. Revenues collected by a school district are limited to the
20072008 fiscal year adjuged for the percentage changein inflation and enrollment.

The State Conditution limits Florida(3 state revenues to the average growth rate in
state persond income for the previousfive years. Persond income is deermined by
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the Legidature throughinformation available from the United States Department of
Commerce. Colorado and severa other states with limitationsbased on popuktion
and inflation use the Consumer Price Index (CPI) as an inflation indicator. The CPI
measures changein thetotal cost of a Onarket basketOof goodsand services
purchased by atypical urban conumer. Since atypical urban consumer spendsa
magjority of hisor her income on housng, trangportation, and food and beverages,
those items are the primary drivers of the CPl. However, govenments spend
revenues primarily oneducation, health care, trangoortation, and corrections
Theefore, the market baskets of spending are entirely different. CP 41 proposs
usng the United States Depatment of Commerce Bureau of Econonic Andysis
Price Index for State and Local Government Consumption Expenditures and Gross
Investor, which is an indicator of government spending, in lieu of the CPI.

Revenues as defined in CP 41 are congstent with the current definition unde Section
1, Art. VII. Theseindudetaxes, fees, licenses, and charges for services imposd by
thelegidature onindividuds, busnesses, or agendes outsde state government. The
revenues currently excluded from the state@ revenuelimit indude

¥ Revenuestha are necessary to meet therequirements set forth

in doauments authorizing theissuance of bondsby the state;

¥ Revenuestha are used to provide matching fundsfor the
federal Medicaid program with the exception of the revenues
used to suppot thePublic Medical Assistance Trug Fundor its
successor program, and with the exception of state matching
fundsused to fund elective expansonsmade after July 1, 1994
Proceedsfrom the state lottery returned as prizes,
Receipts of the FloridaHurricane CatastropheFund; and
Balances carried forward from prior fiscal years, taxes, licenses, fees,
and charges for servicesimposed by local, regiond, or school district
govening bodies; or revenuefrom taxes, licenses, fees, and charges
for services required to beimposed by any amendment or revisionto
this conditution after July 1, 1994.

K K K

Revenues excluded from thelimit in CP 41, in addition to the current excluson, are
revenues representing utility cogs and revenues of a government-owned busness tha
receives less than ten percent of its revenues in grants from govenment sources.

The proposl indudes a maximum annud revenueincrease if the prior fiscal year
revenueis bdow thelongterm limit. The maximum rate of revenueinaease for
school districtsis revenues collected in the prior fiscal year plus3 percent for
inflation adjugted by the percentage changein enrollment. The maximum rate of
revenueincrease for aspecia district, municipdity, county, or the state isrevenues
collected in theprior fiscal year plus 3 percent for inflation adjuged by the
percentage changein popuktion.

CP41indudes arevenuelimit override component which is consstent with current
State Conditution languageregarding the overide of the state revenuelimit. A two-
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thirdsvote of the L egidature is required to override the current state revenuelimit.
CP 41 dso containsoveride paameters for loca governments and school districts.
Therevenuelimit for aspecial district, school district, municipdity, or county may
beinceased by a mgjority referendumvote of theelectors. A specia district, school
district, municipdity, or county may sugpend arevenuelimit, for up to four years,
with the approvd of three-fifthsof the electors.

The State Conditution states tha revenuewhich exceeds the state revenuelimit will
betrangerred to thebudge stabilization funduntl it isfully fundel in accordance
with Section 19 of Articlelll. After thebudge stabilization fundis completely
fundel, theexcessrevenues are refunded to thetaxpayers. TheLegidatureis
required to develop the methodfor refundng thetaxpayers. CP 41 requires tha
excess revenues for state, school districts, andlocal govaenments bereturned to the
taxpayers or deposted in areserve fund Thefundsdeposted cannotexceed 10
percent of thebudge for theprior fiscal year and thefundsmug beused for an
emergency declared by the Governor.

CP 41 requirestheLegidature to develop amethad for calculating the adjugments to
arevenuelimit when fundsare tranderred between govenmental units.

V. Congtitutional | ssues:
A. Congtitutional or Statutory Issue:
Conditutiond Proposl 41isappropriately classified as a conditutiond issue
B. Other Congtitutional Issues:
There are no other congitutiond issues for Conditutiond Proposl 41
V. Economic Impact and Fiscal Note:
A. Tax/Feelssues.

CP 41 limitsrevenues for state and local government; however, it does not
Increase any taxes or fees.

B. Private Sector Impact:
None
C. Govenment Sector Impadct:

CP 41 will limit thefiscal growth of the state and local govenments,
induding school districts. These limitationswill impact services provided at
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all govenment levels, if passed by the electors. At the state level, services
impacted may indudeeducation and sodal service programs.

Unde Art. Xl, s. 5(d), Fla. Cong., the Secretary of State mug publishin
newspaper's throughoutthe state proposd conditutiond amendments and
notice of thedate of the election at which it will be submitted to the electors.
According to the Department of State, the average publishing cods for citizen
initiative amendments is $60000. However, the cog to publish lengthy
amendments will exceed tha amount

V1. Technical Deficiencies:

(PopulationOis notdefined in CP 41. An amendment may be necessary to provide
addfinition.

VI1l. Related I ssues:

None



