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THE VOICE OF BUSINESS ON THE PENINSULA

March 18, 2010

Office of Honorable State Senator Joseph Simitian
State Capitol, Room 2080
Sacramento, CA 95814

Dear Honorable Senator Simitian:

With so many constituencies pressing their various interests upon legislators,
we believe it is essential to refine, rather than continue to expand, the scope of
legislative focus. There is no doubt that California is in a difficult position.
Multiple political and economic factors have contributed to the state’s
difficulties, and while everyone is eager to step forward with a proposed
solution, we recognize, as we are sure you do, that there is no silver bullet.

We do however believe that there are several important areas that, if
addressed intently and thoroughly, would go a long way toward restoring the
state’s political and fiscal equilibrium. Therefore, we are encouraging the state
legislature to narrow its focus and concentrate on the following objectives:

e Incorporating a “pay as you go” model of identifying viable, sustainable
funding sources prior to enacting legislative programs.

e Working to rebalance and solidify the state’s tax structure, both to
ensure a more stable tax revenue flow and establish an economic
environment that is competitive and conducive to attracting and
retaining businesses.

e Instituting a more efficient and practical “simple majority” vote
requirement to pass a state budget (in lieu of the current 2/3 “super
majority” vote requirement). This support applies only to the vote
threshold required to pass a budget — we do not advocate, nor do we
necessarily support, a lowering of the 2/3 vote threshold required to
pass a tax measure.

Resolution of these core issues will lay a foundation for more efficient and
sustainable legislative and fiscal processes going forward.

Further, we believe it is imperative that California establish a credible,
sustainable fiscal policy path that, while continuing to allow for economic and
social growth, does so in connection with clearly defined sources of funding.
Inextricably linked to fiscal policy is the issue of tax structure. California’s
volatile and unpredictable tax revenue flow from year to year is the product of
a tax structure that is overly concentrated and under diversified and overly
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