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In 1996, California voters limited the ability to raise revenue with the passage of Proposition 
218. 
Based on Proposition 218, all new taxes or tax increases require voter approval.  New taxes that 
are proposed to be used for general purposes (“General Taxes”) require a simple majority vote, 
or approval by 50% of the voters.  New taxes that will be earmarked for specific purposes 
(“Special Taxes”) require a two-thirds voter approval. The voter approval requirements set forth 
by Proposition 218 would apply to all the potential revenue sources except the trash collection 
fee.  Trash collection fee levy is not subject to voter requirement under Proposition 218.  
However, the People’s Ordinance under the City Charter requires that the City provide free trash 
collection to single-family residences; as such, in order to implement a trash collection fee, it 
would first require amendment to the People’s Ordinance with a majority vote of the electorate 
and after approval, a majority protest procedure (set by Proposition 218) is required to 
implement the fee. The table below summarizes the list of potential revenues that, if voter 
approved, could create significant revenue growth for the City of San Diego, which could help 
the City achieve structural balance and address the City’s priorities more effectively.   
 

POTENTIAL REVENUE ENHANCEMENT OPPORTUNITIES 
 

REVENUE OPTION
ANNUAL 

REVENUE ASSUMPTIONS

Trash Collection Fee $35.5M Based on the FY06 Annual Budget, a monthly charge of $9.24 per household 
would recover the costs associated with refuse collection.

TOT Increase $30.6M Based on the FY06 Annual Budget and a TOT increase of 2.5% to 13%.

Property Transfer Tax Increase $59.6M Based on the FY06 Annual Budget and a non-conforming Property Transfer Tax 
rate of $2.75 per $1,000.

Business License Tax Increase $5.2M Based on the FY06 Annual Budget. Assumes a doubling of the current business 
license tax rate structure.  

 
The City Manager will work with the Council’s Revenue Committee to facilitate further 
discussion regarding revenue enhancement opportunities.   
 
CONCLUSION 
 
Restoring the funding level of the City’s Retirement System is a top priority for the long-term 
fiscal health and stability of San Diego. Thus, as part of the ongoing effort to alleviate the 
unfunded liability to the Retirement System, the City Manager has identified multiple potential 
solutions. The goal is to increase the funded ratio of the Retirement System through solutions 
such as the use of employee contribution offset formerly paid by the City, issuance of Pension 
Obligation Bonds, sale of under-utilized City lands, securitization of general revenues, and other 
solutions that may be identified.  City staff seeks City Council direction on which of these 
potential solutions are acceptable and should be analyzed in more detail.   
 
Completely resolving the pension deficit is a long-term process and there is no single solution.  
Reaching that goal will require diligence by the City and a focused, dedicated effort by the City 
Council in adopting and implementing multiple solutions that will have significant positive 
impacts on the Retirement System.  The City Manager will continue to identify and propose 
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