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VIA MESSENGER

Office of the Attorney General
1300 “I" Street, 17th Floor
Sserumento, CA 95814

Attention: Ashley Johansson, Initiative Coordinator

RECEIVED
JAN 11 206

INITIATIVE COORDINATOR
ATTORNEY GENERAL'S OFFICE

Re:  Submission of Amendment to Statewide Initiative Measure ~
The California Children’s Education and Health Care Protection

Act of 2016, No. 15-0115

Dear Ms. Johansson:

As you know, I serve as counse] for the proponents of the proposed statewide
initiative, “The California Children's Education and Health Care Protection Act of 2016.” The
proponents of the proposed initiative are Lance H. Olson, Thomas A. Willis, and Dario 1
Frommer., On their behalf, T am enclosing the following documents:

*  The amended text of “The California Children’s Education and Health Care

Protection Act of 2016™;

* A red-line version showing the changes made in the amended text; and

« Signed authorizations from each of the proponents for the submission of the
amended text together with their requests that the Attorney Gencral’s Office
prepare a cirenlating title and summary using the amended text.

Please continue to direet all inguiries or correspondence relative to this proposed

initiative to me at the address listed below:


http:www.rjp.com
http:kr;elmJn@:rjp.com

Ashley Johansson

Initiative Coordinator

Office of the Attorney General
January 11, 2016

Page 2
Karen Getman
Remcho, Johansen & Purcell, LLP
201 Dolores Avenue
San Leandro, CA 94577
Phone: (510) 346-6200
Fax:; (510) 346-6201
E-mail* kgetman@@rip.com
Sincerely,
Karen Getman "g"
KG:NL
Enclosures

(00264962)
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January 11, 2016

VIA MESSENGER

Office of the Attorney General
1360 17 Street, 17th Floor
Sacramento, CA 95814

Attention: Ashley Johansson, Initiative Coordinator

Re:  Submission of Amendment to The California Childrea’s Education and Health Care
Protection Act of 2016, No, 15-0113, and Reguest to Prepare Circulating Title and
Suntmary

Dear Ms. Johansson:

On December 3, 2015, T submitted a proposed statewide initiative titled *“The
California Children’s Education and Health Care Protection Act of 2016” (~Initiative™) and
submitted a request that the Attorney General prepare a circulating title ond summuary pursuant to
section [(d) of Article IT of the Calilornia Constitution.

Pursuant to Elections Code section 9002(bY, [ hereby submit timely amendments to
the teat of the Initiative. As one of the proponents of the Initiative, T approve the submission of the
amended text to the Initiative and I declare that the amendment is reasonably germane to the theme,
purpose, and subject of the Initiative, T request that the Attorney General prepare a circulating title
and summary using the amended Initiative,

Enclosures
(A6



Jonuary 11, 2016

YIA MESSENGER

Office of the Attorney General
1200 “I"" Street, 17th Floor
Sacramento, CA 95814

Attentivn: Ashley Johansson. Initiative Coordinator

Re:  Submission af Amendment to The California Children’s Education and Health Care
Protection Act of 2016, No. 15-01135, and Request to Prepare Circulating Title and
Summary

Dear Ms. Johansson:

On December 3, 2015. T submitted a proposed statewide initiative titled “The
California Children’s Education and Health Care Protection Act of 2016” (“Initiative™) and
submitted a request that the Attorney General prepare a circulating title and summary pursuant to
seetion 10(d) of Article Il of the California Constitution.

Pursuant to Llections Code section 9002(b). I hereby submit timely amendments to
the text of the Initiative. As one of the proponents of the Initiative, T approve the submission of the
amended text to the Initiative and [ declare that the amendment is reasonably germane to the theme.
purpose, and subject of the Initiative. I request that the Attorney General prepare a circulating title

and summary using the amended Initiative.

Lance H, Olson

Sincercly.

Enclosures
KOS



January 11, 2016

VIA MESSENGER

Office af the Attorney General
1300 5[ Strect, 17th Floor
Sacramento, CA 95814

Attention:  Ashley Johansson, Initiative Coordinator

Re:  Swhmission of Amendment to The California Children’s Education and Health Care
Profection Act of 2016, No. 15-0113, and Request to Prepare Cirewlating Tirle and
Summeary

Dear Ms, Juhansson:

On December 3, 2015, | sabmitted a propuosed statewide initiative titled “The
California Children’s Fducation and Health Care Protection Act of 20167 (“Initiative”) and
submitied a request that the Aftorney General prepare a circulating title and summary pursuant to
seetion 10(d) of Article IT of the California Constitution.

Pursuant to Elections Code section 9002(b). 1 hereby submit timely amendmcats to
the text of the Initiaiive. As one ol the proponents of the Initiative, [ approve the submission of the
amended text to the Initiative and 1 declare that the amendment is reasonably germane to the theme,
purpose. and subject of the Initiative. I request that the Attorney General prepare a circulating title
and summary using the amended Initiative,

Sincerely,

Thomas A, Willis

Enclosures
(0154955
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THE CALIFORNIA CHILDREN’S EDUCATION AND HEALTH CARE PROTECTION
ACT OF 2016

SECTION 1. Title.

This measure shall be known and may be cited as “The California Children’s Education and
Health Care Protection Act of 2016.”

SECTION 2. Findings.

(a) During the recent recession, California cut more than $56 billion from education. health care
and other critical state and local services. These cuts resulted in thousands of teacher layoffs,
increased school class sizes, higher college tuition fees. and reduced essential services.
Temporary tax increases passed by California voters in 2012 helped to partially offset some of
the lost funding, but those taxes will begin to expire at the end of 2016, leading to more deficits
and more school cuts.

(b) Unless we act now to temporarily extend the current incoms tax rates on the weslthivst
Californians, our public schools will soon face another devastating round of cuts due to tost
revenue of billions of dollars a year. Public school funding was cut to the bone during the
recession. Our schools and colleges are just starting to recover, and we should be trying to
protect education funding instead of gutting it all over again. We can let the temporary sales tax
increase expire to help working families, but this is not the time to be giving the wealthiest
people in California a tax cut that they don’t need and that our schools can’t afford.

(¢) California’s future depends on the success of its 9 million ¢hildren. Every California chikl
deserves a fair chance to become a suceessful adult. But for children to succeed as adults, they
must have aceess to high quality cducation and health care.

{d) For children, education and health care are essentfal and dependent on one another. Access to
a quality education is fundamental to the success of California’s children. Even with adequate
schools, children cannot obtain an education if illness prevents them from attending. And
children growing up in communitics without adequate health care are more likely to contract
illnesses or have chronic medical conditions that prevent them from regularly attending school.

(¢) Underfunding of health care programs also harms Califomia financially, Every new state
dollar spent on health care for children and their [umilies is automatically matched by federal
funds. This means every year Calitornia loses out on billions of dollars in federal matching
money that could be used to ensure children and their families have access to healtheare.

(f ) Research also shows that carly access to quality education and health care improves
children's chances of succeeding in school and in life. California should do more to ensure that
the state's children receive the education and health care they need to thrive and achicve their
highest potential.
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{z) Calitornia public schools, for example, are the most crowded in the nation. Class sizes are an
astonishing 80 percent larger than the national average. The number of Californians training to
be future teachers has dropped by 50 percent in the last five vears as class sizes have soared.

() As well, the budgets of California’s community colleges were slushed during the Great
Recession, Jiminishing the ability of California children - especially those from low-income
fumilics - to receive career training and an affordable and necessary college education.

(iy Califorma chronically underfunds health care. California ranks 48" vut of the 50 states in
health care spending, making it difficult for children and their families. seniors and the disabled
to access health care, Underfunding health care for children leads to increased rates of serious
illness. and higher long-terra medical expenses. Improved reimbursement for health services
helps ensure that children have aceess o doctors and hospitals. And once a hespital or doctor’s
office closes due to chronic underfunding, it closes for everyone in that community,

{j1 The California Children's Education and Health Care Protection Act of 2016 temporarily
extends the higher income tux rates on couples caming more than half s million dollars a year -
those who can most afford it - to help all California children stay healthy, stay in good public
schools, and have the opportunity for higher education.

(k) This measurc does not increase taxes on anyone earning under $250,000. 1t does not extend
the temporary sales tax increases that voters previeusly approved in 2012,

(1) The income tax revenue is guaranteed in the California Constitution te go directly to local
school districts and community colleges, and to help the State pay for healtheare expenses for
low income children and their families. Swate funding is freed up to help balance the budgut and
prevent even more devastating cuts to services for seniors, low-income children, working
families and small business owners. Evervone benetits.

(m) To ensure all these funds go only where the voters intend, they are put in a special fund that
the Legislature cannot divert to other purposes. None of these revenues can be spent on state
bureaucracy or administrative costs.

(n) These funds will be subject to an independent audit every year to casure they are spent only
for the purposes set forth in this measure. Elected officials will be subject to prosecution and
criminal penalties if they misuse the funds.

{0) California has secn massive budget swings over the past 15 years, with deep deficits and
devastating cuts after the Dot-Com bust and the Great Recession. Maintaining the state’s rainy
day tund will stabilize the budget. avoid the boom and bust cycles of the past, and protect our
children, seniors, and disabled Californians from cuts in school and healtheare funding during
future cconomic downturns.
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SECTION 3. Purpose and Intent.

(2} The chief purpose and intent of the voters in enacting this measure is to avoid harmful cuts
that would reduce the quality of education and instruction in California’s local public schools,
and to provide adequate funding for essential health care services for children and family
members who are legal residents of California.

{b) This mcasure is intended to protect our children by temporarily extending current income tax
rates on wealthy Colifornians, instead of awarding a huge tax break to couples carning more than
half a million dollars a year. or individuals earning more than a quarter million, Instead of
sending money back into the pockets of the wealthy. this measurc sends the moncy to a special
account that must be spent exclusively to ensure that every California child has access to a
quality public education, and the quality health care necessary for them to stay in school and
learn.

(¢) This measurc is intended to keep California on its current track of balanced budgets and
reliable funding for schools, community colleges and health care, preventing a return to the days
of chronic budget deficits und funding cuts.

(d) This measure guarantees in the Constitution that the revenues it raises for schools will be sent
directly to school districts and community collcges for classroom cxpenses, not administrative
costs. This schoal funding cannot be suspended or withheld no matter what happens with the
state budget.

(e) This measure guarantees in the Constitution that the revenues it raises for health carc will be
spent to supplement existing stace funding for healtheare scrvices that qualify for matching
federal funds.

(£) All revenues from this measure are subject to local audit every year, and audit by the
independent Controlfer to ensure that they will be used anly for the purposes set forth in this
measure,

SECTION 4, Section 36 of Article XIIT of the California Constitution is amended. to read:
See. 36.

{(a) For purposes of this section:

(1 “Public Safety Services™ includes the following:

{A) Employing and training public safety officials, including law enforcement personnel,
attorneys assigned to criminal procecdings. and court security staff.

(B) Managing local jails and providing housing. treatment, and scrvices for, and supervision of,
juvenile and adult otfenders.
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(C') Preventing child abuse, neglect, or exploitation; providing services to children and youth
who are abused. neglected. or exploited, or who are at risk of abuse, neglect, or exploitation, and
the families of those children; providing adoption services; and providing adult protective
SeIVICes.

(D) Providing mental health services to children and adults to reduce failure in schoel, harm to
self or others, hamelessness, and preventable incarceration or institutionalization,

(E) Preventing. treating, and providing recovery services for substance abuse.

(2) “2011 Realignment Legislation™ means legislation enacted on or before September 30, 2012,
to implement the state budget plan, that is entitled 2011 Realignment and provides for the
assignment of Public Safety Services responsibilities to Tocal agencies. including related
reporting responsibilities. The legistation shall provide local agencics with maximum flexibility
and comtrol vver the design, administration, and delivery of Public Safety Services consistent
with federal law and funding requirements, as determined by the Legislature, However, 2011
Realignment Legislation shall include no new programs assigned 1o local agencics atter
January 1, 2012, exeept for the early periodic sercening. diagnosis, and treatment (EPSDT)
program and mental health managed carc.

(b)(1) Except as provided in subdivision (d), commencing in the 2011-12 fiscal year and
continuing thereafler, the following amounts shall be deposited into the Local Revenue Fund
2011, as established by Scetion 30025 of the Government Code. as follows:

(A) All revenues, less refunds, derived from the taxes described in Sections 6051.15 and 620115
of the Revenue and Taxation Code, as those sections read on July 1, 2011,

(B) All revenugs, less refunds, derived from the vehicle license fecs deseribed in Section 11003
of the Revenue and Taxation Code, as that scetion read on July 1, 2011,

(2) On and afier July 1, 2011, the revenues deposited pursuant to paragraph (1) shall not be
considered General Fund revenucs or proceeds of taxes for purposes of Section § of Article XVI
of the California Constitution,

(e)(1) Tunds deposited in the Local Revenue Fund 2011 are continuously appropriated
exclusively to fund the provision of Public Safety Services by local agencies. Pending full
implementation of the 2011 Realignment Legislation, funds may also be used to reimburse the
Siate for program costs incwrred in providing Public Safety Services on behalf of local agencics.
The methodology for allocating funds shall be as specified in the 2011 Realignment Legislation.

(2) The county treasurer. city and county treasurer, or other appropriate official shall create a
County Local Revenue Fuad 2011 within the treasury of each county or city and county. The
money in cach County Local Revenue Fund 2011 shall be exclusively used to fund the provision
of Public Safety Services by local agencies us specified by the 201 | Realignment Legislation.

4
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(3) Notwithstanding Scetion 6 of Article XIII B, or any other constitutional provision. a mandate
of a new program or higher level of service on a local ageney imposed by the 2011 Realignment
Legislation, or by any regulation adopted or any executive order or administrative directive
issued to implement that legislation, shall not constitute a mandate requiring the State to provide
a subvention of funds within the meaning of that section. Any requirement that a local agency
comply with Chapter 9 (commencing with Section 54950 of Part 1 of Division 2 of Title 5 of
the Govemment C'ode, with respect to performing its Public Safety Services responsibilitics, or
any other matter, shall not be a reimbursable mandate under Section 6 of Article XI1If B.

(4)(A) Legislation cnacted after September 30. 2012, that has an averall effoct of increasing the
costs already borne by a local ageney for programs or levels of service mandated by the

2011 Realignment Legislation shall apply to local agencies only to the extent that the State
provides annual funding for the cost increase. Local agencics shall not be obligated to provide
programs or levels of service required by legislation, described in this subparagraph, above the
level for which funding has been provided.

(B) Regulations, executive orders, or administrative directives. implemented after October 9,
2011, thas are not necessary to implement the 2011 Roalignment Lepistation. and that have an
overall effect of increasing the costs already borne by a local ageney for programs or evels of
service mandated by the 2011 Realignment Legislation, shall apply to local agencies only to the
extent that the State provides annus! funding for the cost inerease. Local agencics shall not be
obligated to provide programs or levels of serviee pursuant to new regulations, executive ordors,
or administrative direciives. described in this subparagraph. above the level for which funding
has been provided.

(Cy Any new program or higher level of service provided by local agencies, as deseribed in
subparagraphs (A) and (B), above the fevel for which funding has been provided, shall not
require a subvention of funds by the State nor otherwise bu subject to Section 6 of Article X1 B.
This paragraph shall not apply to lcgislation currently exempt from subvention under

paragraph (2) of subdivision (a) of Scction 6 of Article X1 B as that paragraph read on

January 2, 2011,

(D) The State shall not submit to the federal government any plans or waivers, or amendments o
those plans or waivers, that have an overall effect of increasing the cost borne by a local agency
for programs or levels of service mandated by the 2011 Realignment Legislation, except to the
extent that the plans, waivers, or amendments are required by federal law, or the State provides
annual funding for the cost increase,

(E) The State shall not be required to provide a subvention of funds pursuant to this paragraph
for a mandate that is imposed by the State at the request of a local agency or to comply with
federal law. State funds required by this paragraph shall be from a source other than those
described in subdivisions (b} and (d), ad valorem property taxes. or the Social Services
Subaccount of the Sales Tax Account of the Local Revepue Fund.

(¥
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(5)(A) For programs described in subparagraphs (C) to (E). inclusive, of paragraph (1) of
subdivision (a) and included in the 2011 Realignment Logistation, if there are subsequent
changes in federal statutes or regulations that alter the conditions under which federal matching
funds as described in the 2011 Realignment Legislation arce obtained, und have the overall effect
of increasing the costs incurred by a local agency, the State shall annually provide at least

St percent of the nonfederal share of those costs as determined by the State.

(B) When the State is a party to any complaint brought in a federal judicial or administrative
proceeding that involves one or more of the programs described in subparagraphs (C) to (E),
inclusive, of paragraph (1) of subdivision () and inclueded in the 2011 Realignment Legistation.
and there is a setelement or judicial or administrative order that imposes a cost in the form of a
monctery penalty or has the overall eftect of increasing the costs alrcady borne by a local agency
for programs or levels of service mandated by the 2011 Realignment Legislation, the Stute shall
annually provide at least 50 percent of the nonfederal share of those costs as determined by the
State. Payment by the State is not required 1t the State determines that the settlement or order
relates to one or more local agencies failing to perform a ministerial duty, failing to perform a
legal obligation in good faith, or acting in a negligent or reckless manner.

(C) The sate funds provided in this paragraph shall be from funding sources other than those
described in subdivisions (b) and (d), ad valorem property taxes, or the Social Services
Subaccount of the Sales Tux Account of the Local Revenue Fund.

(6) If the State or a Jocal agencey fails to perform a duty or ebligation under this section or under
the 2011 Realignment Legislation, en appropriate party may seek judicial relief. These
proceedings shall have priority over all other civil matters,

(7) The funds deposited into a County Local Revenue Fund 2011 shall be spent in a manner
designed to maintain the State’s eligibility for federal matching funds, and to ensure compliance
by the State with applicable federal standards governing the State’s provision of Public Safiety
Services.

(8) The funds deposited into a County Local Revenue Fund 2011 shall not be used by local
agencies to supplant other funding for Public Safety Services.

(d) If the taxes described in subdivision {b) are reduced or cease to be operative, the State shall
annually provide moneys to the Local Revenue Fund 2011 in an amount equal to or greater than
the aggregate amount that otherwise would have been provided by the taxes described in
subdivision (b). The method for determining that amount shall be deseribed in the 2011
Rualignment Legislation, and the State shall be obligated to provide that amount for so long as
the local agencies are required to perform the Public Safety Services responsibilities assigned by
the 2011 Realignment Legislation. If the State fails to annually appropriate that amount, the
Controller shall transfer that amount from the General Fund in pro rata monthly sharcs to the
Local Revenue Fund 2011. Thereafter, the Controller shall disburse these amounts to local
agencies in the manner directed by the 2011 Realignment Legislation, The state obligations
under this subdivision shall have a lower priority claim to General Fund money than the firse

6
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priority for money to be set apart under Scetion 8 of Article XV1 and the second priority to pay
voter-approved debts and Habilities describad in Section 1 of Acticle XVIL

(e){1) To ensure that public education is not harmed in the process of providing critical
protection to local Public Safety Services, the Educution Protection Account is hereby ereated in
the General Fund to receive and disburse the revenues derived from the incremental increases in
tases imposed by this section, as specified in subdivision (f).

(2% A) Before June 30, 2013, and before June 30 of cach year from 2014 to 20482030, inclusive,
the Director of Finance shall estimate the total amount of additional revenues. less refunds. that
will be derived from the ineremental increases in tax rates made in subdivision (f) that will be
available for transfer into the Education Protection Account during the next fiscal year. The
Director of Finance shall make the same estimate by January 10, 2013, for additional revenucs,
less refunds, that will be received by the end of the 2012-13 fiscal year,

(B) During the last 10 days of the quarter of cach of the first three quarters of each fiscal year
from 2013-14 to 2048-192030-31, inclusive, the Controtler shall transfer into the Education
Protection Account one-fourth of the total amount estimated pursuant to subparagraph (A) for
that fiscal year, except as this amount may be adjusted pursuant to subparagraph (D).

{C) In each of the fiscal years from 2012-13 1o 2020-212032-33. inclusive, the Director of
Finance shall calculate an adjustment to the Education Protection Account, as specified by
subparagraph (D}, by adding together the following amounts, as applicable:

(1) In the last quarter of each fiscal year from 2012-13 to 2848-192030-31. inclusive. the Director
of Finance shall recalculate the estimate made for the fiseal year pursuant to subparagraph (A),
and shall subtract from this updated cstimate the amounts previously transferred to the Education
Protection Account for that fiscal year,

(i1} In June 2015 and in every June from 2016 to 20212033, inclusive, the Dircctor of Finance
shall make a final determination of the amount of additional rovenues, less refunds. derived from
the incremental increases in tax rates made in subdivision (f) for the fiscal year ending two years
prior. The amount of the updated estimate caleulated in clanse (1) for the fiscal year ending two
years prior shall be subtracted from the amount of this final determination.

{D) If the sum determined pursuant to subparagraph (€} is positive. the Controller shall transfer
an amount equal to that sum into the Fducation Protection Account within 10 days preceding the
end of the fiscal year. If that amount i negative, the Controller shall suspend or reduce
subsequent quarterly transfers, if any, to the Education Protection Account until the total
recuction eguals the negative amount herein described. For purposes of any caleulation made
pursuant to clause (i) of subparagraph (C), the amount of a quarterly transfer shall not be
moditied to reflect any suspension or reduction made pursuant to this subparagraph.

(E) Before June 30, 2018, and betore June 30 of each year from 2019 to 2030, inclusive, the
Director of Finance shall estimate the ameunt of the additional rovennes, less refunds, to he
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derived in the following fiscal year from the incremental inereases in tax rates made in
subdivision {£), that, when combined with all other available General Fund revenues, will be

required to meets

(i) the minimum funding puarantee of section 8 of article XV for that following fiscal vear: and

(ii) the workload budget for that following fiscal vear, excluding any program expenditures
afready accounted for through (i), For purposes of this section, “workload budget” has the
meaning set forth in Government Code section 13308.05, as that scetion read and was interpreted
by the Department of Finance on January [, 2016, provided, however. that “currently authorized
services” shall mean only those services that would have been considered “currently authorized
services” under Government Code section 13308.03 as of January 1, 2016.

(F) In order to enhange the ahility of all California school children and their families fo receive
regular, quality healtheare and thereby minimize school ahsentecism duc to health-related
problems, whenever the Director of Finance cstimates that the amount available for ransfer into

the Fducation Protection Account during the follow ing fiscal vear exeeeds the amount of

the Director shall identify the remaining amount, Fifty percent of that remainder, up to a
maximum of two billion dollars in any single fiscal vear, shall be allocated by the Controller
from_the Education Protection Account to the California Department of Health Care Services on
a quarterly basis to increase funding for the existing healthcare programs and services described
in Chapter 7 (commencing with Section_14000) to Chapter 8.9 (commencing with Section
14700), inclusive, of Part 3 of Division 9 of the Welfarc and Institutions Code. The funding
shall be used oty for critical, emergency, acute and proventive healtheare services to children
and their familics, provided by health care profissionals and health facilities that are licensed
pursiant to Health and Safety Code Section [250. and to health plans or others that manage the
provision of healtheare for Medi-Cal beneficiaries that are contracting with the California
Department of Healih Care Services to provide health benefits pursuant to this section.

(€3) The allocation pravided for in subparagraph (F) may be spspended by statute during a fiscal
year in which a budget emergency has been declared, provided, however, that the allocation shall
not be reduced bevond the proportional reduction in overall General Fund expenditures for that
year. For purposes of this section, “budect emergency” has the same meaning as in paragruph
{2) of subdivision {b) of section 22 of article XVI,

(H) The funding provided pursuant to subparagraph (F) shall not be used to supplant existing
state peneral funds for the nonfederal share of pavments for those programs onsistent with
tederal law, shall be used fo obtuin federal matching Medicaid funds.

(3) All moneys in the Education Protection Account are hereby continuously appropriated for the
support of school districts. county offices of education. charter schools, and community college

districts as set forth in this paragraph, and for healthcare as set forth in subparapraph (F) of
paragraph (2).
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(A) Eleven percent of the moneys appropriated for education pursuant to this paragraph shall be

allocated quarterly by the Board of Governors of the California Community Colleges to

community college districts to provide peneral purpose funding to commuaity college districts in

proportion to the amounts determined pursuant to Scction 84750.5 of the Education Code, as that

code section read spen-veter-approvat-ef thisseetion: on November 6, 2012, The allocations

calculated pursuant to this subparagraph shall be offset by the amounts specified in

5ubd1\1510ns (a), {c) and (d) of Section 84751 of the Education Code, as that section read upen
tioe on Novembey 6. 2012, that arc in excess of the amounts caleulated

pursaant to Section 84750.5 of the Education Code, as that seetion read 4

hi ion on November 6, 2012, provided that no commmunity college district shall receive less

+:

than one hundred dellars ($100) per full time equivalent student.

(B) Eighty-nine pereent of the moneys appropriated for education pursuant to this paragraph
shall be allocated guarterly by the Superintendent of Public Instruction to provide general
purpose funding to school districts, county offices of education, and state general-purpose
funding ta charter schools in proportion to the revenue limils calculated pursuant to
Sections 2558 and 42238 of the Education Code and the amounts caleulated pursuant 1o
Section 47633 of the Education Code for county offices of cducation, school districts, and
charter schools, respectively, as those sections read upen-voterapproval-of this-section-on
November 6, 2012, The amounts so calculated shall be offset by the amounts specified in
subdivision (¢) of Section 2538 of, paragraphs (1) through (7) of subdivision (h) of
Section 42238 of, and Section 47635 of, the Education Code for county offices of education,
school districts, and charter schools. re&pecmely as those sections read vpon-veterapprovat-ef
thisweetion-on November 6, 2012. that are in excess of the amouuts caleulated pursuant to
Sections 2558, 42238, and 47633 of the Education Code for county effices of education, school
districts, and charter schouls, respectively, as those sections read upen-yvoterapprovab-ofthis

tion on November 0, 2012. provided that no school district, county office of education, or
charter school shall receive less than two hundred dollars ($200) per unit of average daily
attendance.

(4) This subdivision is self-executing and requires no legislative action to take effect.
Distribution of the moneys in the Fducation Proteetion Account by the Board of Governors of
the California Community Colleges and Superintendent of Public Instruction shall not be delayed
or otherwise affected by failure of the Legislature and Governor to enact an annual budget bill
pursuant to Section 12 of Article TV, by invocation of paragraph (h) of Scction 8 of Article XV,
or by any other action or failure to act by the Legislature or Governor.

(5) Notwithstanding any other provision of law, the moneys deposited in the Education
Protection Account for education shall not be used to pay any costs incurred by the Legislature.

the Governor, or any agency of state government.

(6) A community college district, county office of education, school district. or charter school
shall have sole authority to determine how thz moneys received from the Education Protection
Account are spent in the school or schools within its jurisdiction, provided, however, that the
appropriatc governing board or body shall make these spending determinations in open session
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of'a public mecting of the governing board or body and shall not use any of the funds from the
Education Protection Account for salaries or benefits of administrators or any other
administrative costs. Each community college district, county office of vducation, school
district, and charter school shall annually publish on its Internet Web site an accounting of how
much money was received from the Lducation Protection Account and how that money was

spent.

(7) The annual independent financial and compliance audit required of community college
districts, county offices of education, school districts, and charter schools shall, in addition to all
other requirements of law, ascertain and verify whether the funds provided from the Education
Protection Account have been properly disbursed and ¢xpended as required by this section,
Expenscs incurred by those entities to comply with the additional audit requircment of this
scction may be paid with funding from the Education Protection Account and shall not be
vonsidercd administrative costs for purposes of this section.

(8) Revenues. less refunds, derived pursuant to subdivision (f) for deposit in the Education
Protection Account pursuant to this section shall be deemed “General Fund revenues,” “General
Fund proceeds of taxces,” and “moneys 1o be applied by the State for the support of school
districts and community college districts™ for purposes of Section 8 of Article XVI,

(M 1)}(A) In addition to the taxes imposed by Part 1 (commencing with Scction 6001) of
Division 2 of the Revenue and Taxation Code, for the privilege of selling tangible personal
property at retail, a tax is hercby imposed upon all retailers at the rate of 1/4 percent of the gross
receipts of any retailer from the sale of all tangible personal property sold at retail in this Statz on
and after January 1, 2013, and before January 1, 2017,

(B) In addition 1o the taxes imposed by Part 1 (commencing with Section 6001} of Division 2 of
the Revenue and Taxation Code, an excise tax is hereby imposed on the storage, use, or other
consumption in this State of tangible personal property purchased from any retailer on and after
January 1, 2013, and before January 1, 2017, for storage, use, or other consutption in this state
at the rate of 174 pereent of the sales price of the property.

(C) The Sales and Use Tax Law. including any amendments enacted on or atter the effective date
of this section, shall apply to the taxes imposed pursuant to this paragraph,

(1D} This puragraph shall become inoperative on January [, 2017,

(2) For any taxable year beginning on or after Junuary 1, 2012, and before January 1. 20482031,
with respect to the tax imposed pursuant to Section 17041 of the Revenue and Tuxation Code,
the income tax bracket and the rate of 9.3 percent set forth in paragraph (1) of subdivision (a) of
Section 17041 of the Revenue and Taxation Code shall be modified by each of the following:

{A)( For that portion of taxable income that is over two hundred fifty thousand dollars
{$250,000) but not over three hundred thousand dollars ($300,000), the fax rate is 10.3 percent of
the excess over two hundred fifty thousand dollars ($250,000).
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(ii} For that portion of taxable income that is over three hundred thousand dollars (3300,000) but
not over five hundred thousand dollacs ($500,000), the tax rate is 11.3 percent of the exeess over
three hundred thousand dollars ($300,000).

(iii) For that portion of taxable income that is over five hundred thousand dollars (3500,000), the
tax rate is 12.3 percent of the excess over five hundred thousand dollars (S300,000),

(B) The income tax hrackets specified in clauses (i), (i), and (iii} of subparagraph (A) shall be
recomputed, as otherwise provided in subdivision (hy of Section 17041 of the Revenue and
Taxation Code. only for taxable years beginning on and afier fanuary 1, 2013,

(C (i) For purposes of subdivision (g} of Section 19136 of the Revenue and Taxation Code, this
paragraph shall be considered to be chaptered on the-date-ithecomes-elfective November 6,
2012,

(if) For purposes of Part 10 (commencing with Section 17001) of, and Part 10.2 (commencing
with Section 18401) of, Division 2 of the Revenue and Taxation Code, the modified tax brackets
and tax rates established and imposed by this paragraph shall be deemed to be established and
imposed under Section 17041 of the Revenue and Taxation Code.

(D) This paragraph shall become inoperative on December 1. 28492031,

(3) For any taxable year beginning on or after January 1, 2012, and before January 1, 203922031,
with respact to the tax imposed pursuant to Section 17041 of the Revenue and Taxation Code,
the income tax bracket and the rate of 9.3 percent set forth in paragraph (1} of subdivision (c) of
Section 17041 of the Revenue and Taxation Code shall be modified by cach of the following:

{A)(i) Por that portion of taxable income that is over three hundred forty thousand dollars
($340,000) but not over four hundred eight thousand dollars (3408,000), the tax rate is
10.3 pereent of the excess over three hundred forty thousand dollars ($340,0003.

(it) For that portion of taxable income that is over four hundred eight thousand dollars
{$408,000) but not over six hundred eighty thousand dollars ($680,000). the tax rate is
11.3 percent of the cxcess over four hundred eight thousand dellars (8408,000).

(iii) For that portion of taxable income that is over six hundred eighty thousand doilars
(5680,000), the tax rate is 12.3 percent of the excess over six hundred cighty thousand dollars
(5680,000).

(B) The income tax brackets specified in clauses (i), (ii), and (i1} of subparagraph (A) shall be
recomputed, as otherwise provided in subdivision (h) of Section 17041 of the Revenue and
Taxation Code, only for taxable years beginning on and after January 1, 2013,
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(C)(i) For purposes of subdivision (g) of Section 19136 of the Revenue and Taxation Code, this
paragraph shall be considered to be chaptered on the-dute-it-becomes-effeciive-November 6,
2012.

(i1) Vor purpuses of Part 10 (commencing with Section 17001) of, and Part 10.2 (commencing
with Section 18401) of. Division 2 of the Revenue and Taxation Code, the modificd tax brackets
and tax rates established and imposed by this paragraph shall be deemed to be established and
imposed under Section 17041 of the Revenue and Taxation Code.

(I?) This paragraph shall become inoperative on December 1, 20102031

(2)(1) The Controller, pursuans to Lis or her statutory authority, may perform audits of
expenditures from the Local Revenue Fund 2011 and any County Local Revenue Fund 2011, and
shall audit the Education Protection Account to ensure that those funds are used and accounted
for in a manner consistent with this section.

(2) The Aworney General or local district attorney shall expeditiously investigate, and may seck
civil or criminal penalties for. any misuse of moneys from the County Local Revenue Fund 2011
or the Education Protection Account.

SECTION 5. Conflicting Measures.

In the ¢cvent that this measure and another measure that atfects the tax rates for personal incoms
shall appear on the same statewide ballot, the provisions of the vther measure or measures shall
be deemed to be in conflict with this measure. In the event that this measure receives a greater
number of affirmative votes than a measure deemed to be in conflict with it, the provisions of
this measure shall prevail in their entirety, and the other measurc or measures shall be null and
void.

SECTION 6. Severability.

If the provisions of this act, or part thereof, are for any reason held to be invalid or
unconstituticnal, the remaining provisions shall not be affected, but shall remain in full force and
effect and to this end the provisions of this act are severable,

SECTION 7. Proponent Standing,

Notwithstanding any other provision of law, if the State, government agency, or any of its
officials fail to defend the constitutionality of this act. following its approval by the voters, any
other government employer. the proponent, or in his or her absence, any citizen of this State shall
have the authority to intervene in any vourt action challenging the constitutionality of this act for
the purpose of defending its constitutionality, whether such action is in trial court, on appeal. and
on discretionary review by the Supreme Court of California and’or the Suprems Court of the
United States. The fees and costs of defending the action shall be a charge on funds appropriated
to the Attorney General, which shall be satisfied promptly.

1 D
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SECTION 8. Effective Date.

This measare shall take effect immediately upon pagsage.
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November 3, 2015

Hon. Kamala D. Harris
Attomey General

1300 I Street, 17" Floor
Sacramento, California 95814

Attention: Ms. Ashley Johansson
Initiative Coordinator

Dear Attorney General Harris:

Pursuant to Elections Code Section 9005, we have reviewed a proposed constitutional
initiative concerning taxes (A.G. File No. 15-0065, Amendment No. 1). The proposal extends
temporary personal income tax (income tax) rate increases on high-income taxpayers that were
approved as part of Proposition 30 in 2012.

Background

California’s State Budget. California state taxes—primarily income taxes—are spent mainly
from the state government’s General Fund. The General Fund is budgeted to spend about
$115 billion during the current 2015-16 state fiscal year.

Proposition 30. Proposition 30 temporarily raised some state taxes.

e Sales Taxes. Proposition 30 increased the state sales tax rate by one-quarter cent from
2013 through 2016. In the current fiscal year, this increase is budgeted to generate
$1.6 billion of revenue.

e Income Taxes. Proposition 30 also increased marginal income tax rates paid by
roughly the 1 percent of tax filers in the state with the highest incomes. Depending on
their taxable income levels, these filers pay an extra 1 percent, 2 percent, or 3 percent
tax on part of their incomes. These increases are in effect from 2012 through 2018. In
the current fiscal year, the Proposition 30 income tax increases are budgeted to
generate $6.8 billion of revenue. (The actual total may be hundreds of millions of
dollars or more above or below $6.8 billion.)

Proposition 98 and Other Programs. The largest category of state General Fund spending is
for school districts and community colleges. Proposition 98, approved by voters in 1988 and
modified in 1990, establishes a minimum funding level for schools and community colleges.
This funding level tends to grow over time based on growth in the state’s economy, state tax
revenue, and student attendance, among other factors. In the current fiscal year, the state
budgeted $49 billion in General Fund Proposition 98 funding (over 40 percent of all General
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Fund revenues). In addition to this state funding, schools and community colleges will receive an
estimated $19 billion from local property taxes.

The General Fund also pays for part of California’s health and human services programs,
public universities, state prisons, statewide retirement systems for public employees, debt service
on state infrastructure bonds, and other programs.

Recent Budgets and Proposition 2. High-income people pay a large share of California’s
state taxes, and they receive a large portion of their taxable income from sources tied to the ups
and downs of the stock market. California’s state budget has been volatile due mainly to large
swings in income taxes paid by high-income people. These swings also have been linked to the
ups and downs of the stock market.

In response to budget deficits resulting from this volatility, the state took various actions,
including budget cuts, tax increases, and other measures. As a result of these actions and the
improving economy, the General Fund has not ended a fiscal year with a deficit since 2011-12.
In November 2014, California voters approved Proposition 2. Proposition 2 creates a new set of
rules to determine the amount of money the state has to deposit to a rainy day fund (the Budget
Stabilization Account) when the economy and stock market are doing well. This fund is intended
to reduce the need for budget cuts, tax increases, and other measures in the future when the
economy or stock market weakens. Proposition 2 also requires speeding up payment of certain
state debts. In addition to Propositions 2, 30, and 98, the State Constitution includes other rules
affecting the state budget, such as the state spending limit that has been in place since passage of
Proposition 4 in 1979,

Proposal

Extends Proposition 30 Income Tax Increases Through 2030. Under this measure, the
Proposition 30 income tax rate increases on high-income Californians would not expire at the
end of 2018, as scheduled under current law. As summarized in Figure 1, this measure would
extend those income tax rate increases through 2030.

Does Not Extend Proposition 30 Sales Tax Increase. Under this measure, Proposition 30’s
sales tax rate increase would not be extended. This sales tax rate increase would expire at the end
of 2016.

Excludes Revenues From Proposition 2, as Specified. This measure increases state revenues
beginning in 2019 and ending in 2030. Revenues raised by this measure would be excluded from
the key requirements of Proposition 2. Spending from the revenues raised by this measure,
however, would be subject to the state’s spending limit.
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Flgure 1 '\
Propesed Personal Income Tax Rates Under This Proposal |

y Marginal Tax Rate®
Through 2018 2019 and Loter 2018-2030
. If Froposition

Single Filer's Join Fiers’ With Proposition 30 30 Expires as H This Proposal Is
Taxable Income® Taxable Income® Still in Effect Scheduled Approved by Voters |
$0-87.850 $0-§15,700 1.0% 1.0 10 !
7,850-18.610 15,700-37,220 a0 20 20
18,610-20.372 37,220-58,744 40 4.9 40
2937240773 58,744-81,548 6.0 :21] 8.0
40,773-51,530 81,548-103,060 80 24 8.0 |
51.,5%0-263.222 103,060-526,444 83 23 a3
263,222-315,656 §26,444-631,732 10.3 83 103
315,666-525 443 B31,732-1 052,888 11.3 9.3 1.3 I
Over 526,443 Over 1,062,886 12.3 a3 123
8 Sranma iaciat shom arn it affect for 2015 £nd ara sdjwed br P lation in R yers, Singe flers nckide manied indiidals and rezitarad domesis sarinars (RDPs) who |

‘e taves saparstoly Joi flers incutde meried and RDP coupias 40 o joindy, az vell 2 g3k ad widtws o wakaors with 8 dapendent ol Incane bk a6 Tor head<l- I

Fousali v e 1ot bated, Dot o2 flis veshi b eoovens of $257,987 and groider (e of 2015 1o e sunectta 1§ portenl. +1.3 persend, ot 123 perceni margnal |

1wk raes under Propesizan 50 snd hrough 2050 1 e propossl is sopaoved by voiis (

Fiscal Effects

b Harpns v b epely o Sxablo e 0 wch bix Brackal belad, Tax rates Lated aahude the meesd haah tax rata of | percent by teiabis income n acse of §1 msloa.

Increased State Tax Revenues. Currently, the Proposition 30 income tax rate increases are
scheduled to expire at the end of 2018. This measure would increase state income tax revenues
by billions of dollars per year above current expectations for the years 2019 through 2030. (This
would result in increased tax revenues for fiscal years 2018-19 through 2030-31.) The precise
amount of this revenue in any given year would depend heavily on trends in the stock market and
the economy. For example, if the stock market and economy were weak in 2019 (the first year of
the proposed tax increase extension), this measure might generate around $5 billion of increased
revenue, Conversely, if the stock market and economy were strong at that time, the measure
might raise around $11 billion. Near the midpoint of this range—around $7.5 billion—is one
reasonable expectation of the additional revenue that this measure would generate in 2019.
Thereafter, through 2030, that amount will rise or fall each year depending on trends in the stock

market and the economy.

Increased School and Community College Funding, Under current law, the expiration of
Proposition 30 is expected to slow the growth of state tax revenues, thereby slowing the growth
of school and community college funding. Under this measure, the amount of Proposition 98
funds provided to schools and community colleges each year probably would increase by a few
billion dollars, compared to what these entities would receive if all of Proposition 30°s tax
increases expired. The amount of increased school spending over the 2019-2030 period could
vary significantly, depending on such factors as the Proposition 98 variables and the statc of the

economy during the period.
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Remaining Funding Generally Available for Any Purpose. Because funding for schools and
community colleges generally would increase by a portion of the increased state tax revenues,
the remaining revenues raised by this proposal typically would result in more state General Fund
money being available for any budget purpose. The use of that funding would depend on
decistons by future Members of the Legislature and future Governors.

Interactions With Other Budget Rules. Currently, Proposition 2 requires a portion of the
existing Proposition 30 taxes to be deposited in the rainy day fund or used to speed up state debt
payments. This measure would exclude its proposed revenues—those generated by extending the
Proposition 30 income tax rate increases after 2018 through 2030—from the key requirements of
Proposition 2. This essentially means that the taxes on potentially large amounts of capital gains
generated by the proposed extension of the Proposition 30 income tax increases (1) would not be
required to be deposited to the rainy day fund and (2) would not be required to be spent on
speeding up payment of state debts.

The Proposition 2 rules for reserve deposits and debt payments are linked in part to each year’s
Proposition 98 budget calculations. Because this measure would affect Proposition 98 calculations,
it could affect the amount of Proposition 2 reserve deposits and debt payments funded by General
Fund revenues after 2018. The precise nature of these effects is difficult to predict. Similarly, the
likelihood that the state exceeds its Proposition 4 spending limit in the future is difficult to predict.
If, however, this were to occur between 2019 and 2030, part of this measure’s revenues would go
to taxpayer rebates instead of being available for other state purposes.

Fiscal Summary. This measure would have the following major fiscal effects:

e Increased state revenues annually from 2019 through 2030—Tlikely in the §5 billion to
$11 billion range initially—with amounts varying based on stock market and
economic trends.

e School and community college funding would increase, as would funding available
for other state purposes.

Sincerely,

Mac Taylor
Legislative Analyst

Michael Cohen
Director of Finance
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	(l) The income tax rcwnuc is guaranteed in the California Constitution to go directly to local school di:>tricts .md community college>. and to help the State pay for healthcare expenses for low income children and their families. State funding is freed up to help balan..:c the budget and pn.:wnt ewn mon:: devastating cuts to s.::rviccs for seniors, low-income children, working families and small businc>s owners. Everyone b.incfits. 
	(ml To ensure all these funds go only\\ here the voters intend, they are put in a special fund that the Legislature cannot divert to other purposes, !\one ot'these rcvenues can bu spent on state bure:iucracy or admini>trntive cost_q. 
	(n) 
	(n) 
	(n) 
	Th~su funds will be ~ubject to an independent audit every year to cnsurl' they arc spent only for the purpos;:s set forth in lhis mc,1surc. Ekcted ofllc.iah will be subject to pro:.ccution and criminal pcnultics if they misuse the funds. 

	(o) 
	(o) 
	California has sccn ma~;ive budget swings over the pa.t 15 years, with deep deficits and devaqtating cuts aftcr the Dot-Com bust and the Great Recession. Maintaining the stat.:'s rainy day fond will ~tabili7c the budget, avoid the. boom and bust cycles of the past, and protect our children, seniors, and disabled Californians from cuts in school and healthcare fundinit during futuro economic Jownturns. 


	SECTION 3. Purpose and Intent. 
	(a) 
	(a) 
	(a) 
	The ehi.:f purpose and intent of the \ otcrs in enacting this measure is to avoid harmful cuts that v. ould reduce the quality of education and instruction in California·s local public schools, and to provide adequate funding for e~sential health care service~ for children and family mtJmbers v.ho are legal residents of California. 

	(b) 
	(b) 
	This measure is intended to pt\)tcct our children by temporarily extending current income: tax r.itcs on wealthy l\ilifornians, ir.stead of uwarding a hug..: ta'. hr.:ak to couples earning more than half a million dollars a year. or earning mor.: than a quarter million. lllokad uf sending money back into the pockets of th.:: wealthy, this measure sends the mon~y to a special account that mrn,t be spent cxclu;,i\ely to ensur,: that every California child bas access to a quality public education, aod the qual
	individuJ.IS 


	(c) 
	(c) 
	This measun.: is intended to keep Califnrnia on i~ current track ofb;1lanced budgets and r"liablc funding fur schools, conrniunit} coll.cg,•:; and health care, pr~ventiog a return to the day,; of chronic budget deficits and funding cut.-;. 

	(d) 
	(d) 
	This measure guarantees in the L:onstitution that the revenues it raises for schools\\ ill be s~nt directly to school districts and conumrnity colh:p:es for cla>sroom expense.'.>. not administrative costs. TI1is sd1ool fonding cannot be suspended or withheld no matter what happens ..,,, ith the state budget. 

	(e) 
	(e) 
	TI1is measure ;,>uarantccs in !he' Comtitution tb;1t the revenues it r:iiscs for health can.: will h.: .spent to supplem..:nt cxbting :.tare funding for healthcare scf\.ices that qualify for matching .fcd..:ral funds. .

	(t) 
	(t) 
	All revenues from this measure ar.: subject to local audit every year, and audit by the .indi:pcndcnt Contr,Jllcr to cnsure that they will be u~ed only for the purposes set forth in this .measure. .


	SECTIOX 4. Section 36 of Article XIIl of the Is amended. to read: 
	California Constituti.on 

	S1:c. 36. 
	(a) 
	(a) 
	(a) 
	For purpo~es of this section: 

	(I) 
	(I) 
	"Public Safety Servic.:s" includes the follo\\·ing: 

	(A) 
	(A) 
	Employing and training public safdy oflici;ib, including law enforcement personnel, attorm:ys assigned to criminal proceedings. and court si:curity st,rff. 

	(B) 
	(B) 
	\fonaging local.jails and providing housing. tn.:atml.lnt. and sc~vice~ for, and >Upervioion of, jm enile and adult offenders. 


	J 
	(C') Preventing child abuse, n..:gkct, or exploitation; providing ~erviccs to children and youth who are abu.~L·d. neglected, or exploited, or who are at risk of abuse, ncgl.ect, or ..:xploitation, and the »1milie~ of those children; providing adoption ss\.'ic0s; and providing adult protcctive service.. 
	(D) 
	(D) 
	(D) 
	Provjdin;; mental health services to children and adults to reduce failuw in school, hann to .sdfor oth~rs, homc.;k,,n..:~s. and prcv.:ntablc inc.m::cration or institutionabzatiun. .

	(L) 
	(L) 
	Prcven.ting. treating. and providing r.::covcr) senici!s for substan...-c abuse. 


	12) "2011 Realignment Legislation" meam kgblation ,•nacted on or b.:fon: Septi:mwr 3U, 2012, to implement the state budget plan, that is entitled 2011 Realignment and provides for the assipnment of Public Safety Scrvic~s r•'.lponoibilities to local agencies. including rehlted r~porting tt!spon:sibilities. Th.: kgi~lation shall provide lo\ial ng;:nci..:s witb maximum flexibility and contl\~l uvcr the dusign. nJminiotration, nnd do.:lh ..:ry of Public Safety Scr\'ic.:s consi;;icnt with fod..:ral law and fundi
	(b)( I J Except as provided in subdivision ( d), commencing in the 2011-12 fiscul year and 
	continuing thereafter, the following amounts shall be deposited into the Local R.:venue Fund 
	2011, as cstabli5hcd by Sl!ction 30025 of lhe Government Code. as follo\\s: 
	(!\)All revenues, less r.:fund~, d~rh·.;·d from the taXC> di:scribcd in Sections 6051.15 and 6201.l:'i of lh.., Revenue and Taxation Code, as th0s.; s-:ctions rc:1d on July 1, 2011. 
	(B) 
	(B) 
	(B) 
	All r.:vcnues, les~ refunds, dcri\~d from the vehicle license fe<.:s described in SL-..:tion 11005 of the Re> cnuc and Taxation Code. as that scction read 0n July 1, 201 l. 

	(2) 
	(2) 
	On and after July I, 20 l l, the revenues dcpo~itcd pu~uant to par;igraph ( l) shall not be consid.:!red General Fund 1~venucs or proceeds of taxes for purposcs of Section 8 of Article XVI of the California Constitution. 


	tc)(I) funds dcpo>it.:d in the Local Revenue Fund 2011 arl.l continuously appropriated exclu~i'ely to fund the provision of Public Safety Services by local ageTicies. Pcndillg full .implementation of th~ 2011 Realignment Legislation, funds may also be usl!d to reimburse the Statc for prvgmm costs incurred in provi.ding Public Safety Scrvic..:s on bdialf oflocal agencks. The methodology for allocating funds shall be as specified in the :011 Realignment Legislation. 
	(2) 
	(2) 
	(2) 
	The county treasurer. city and county treasurer, or other appropriate official shall create a County Local R;:venue fund 201 I within the treasury of each rnunty or ...:ity and county. The money in .:ach County Local Rev.mue Fund '.:O 11 shall be exclu~ivcly u,,·tl to fund the provi\ion of Public Safoty Servicl!s by local ag..:ndcs :lh ;p.;cified by the 2011 Realignment Lcghlatio!J. 

	(3) 
	(3) 
	Kotwith~tanding Section 6 of A1ticlc XIII B, or any other constitutii>nal provision. a mandate of a new program or hi!!hcr lc\d of service on a local agency impos.:d by the 201 I Realignment Lcgi>lation, or by any regulation adopt1."ll or any executive ord0r or administrati\c dirccthc i;,~ucd to implement that legislation, shall not constitute a mandate requiring the State to pro\ide a sub\ ention of fund> within the meaning of that section. Any requirement that a local agency comply with fhapter 9 (commenc


	(4)(A) Legi«lation enacted after September 30. 2012, that has an overall effect of increasing th..: costs alr~·ady borne by a local agency for program;, or letds of;,en·ic.: mandat.;d by the 2011 R..:alignmcnt Legislation >hall apply to local agencies only to the exti:nt that the State provid.:b mnual fonding for the cost increase. Local agendc> shall not be obligated to provide programs or lewis of service required by legislation, d.:;,eribed in this subparagraph, above the level for I\ hich funding ha~ be
	(B) Regulations, executive order;, or administratiw directives. implemented after October 9, 2011, th1t are not nece>sary to imphlment the 2011 R;·alignm..:nt J.egblation. and thm have an over.ill effect ofincrea-.;ing the co5ts already bom0 hy a Inca! ag.:ncy for programs or levi;:Js of s«rvit:c mandat..:d by the 2011 Realignment Legislation, shall apply to local agencies only to tho.; extent that the Stat.: pro\ ides annual fonding for the cost incr.:;i•c. Local agencies shall not be obligat..:d to provid
	tC) Any new program or higher level ofservice provided by local ar.mcies, a, dc-.cdbe\l in :mbp;1ragraphs (A) and (Bl, above the lewl for \\hich funding has bu.in provided, shall 1101 r.:quirc a subvention of funds by the State nor otherwi~e bi: ~ubject to Sectin11 6 ofArticle XIII B. This paragraph shall not apply t,J legislation currently c"~mpt from sub\cntion under paragraph (2) ofsubJhision (al ofScctiun 6 of Article X111 Bas that paragraph read on January 2, 20 l l. 
	(
	(
	(
	(If amendment<; to those plan~ or waivers, that have an O\erall efiect of increasing the cost borne by a local agency fnr pf(lr:rams or levels ofservice mandated by the 2011 Realignment Legislation, except to the extent that the pl.ins, waivers, or amendments are required by federal law, or the State provides annual funding for the cost increase. 
	D) The State shall not submit to the federal government any plan> or waivers, 


	(E) 
	(E) 
	Th.: State shall not be required to provide a subvention of funds pursuant to this paragn1ph for a mandat0 that is imposed by the Stale at the request ofa local agency or to comply with federal law. State funds required by this paragraph shall be from a source other than those described in subdivisions (b) and (d), ad valorcm property taxes. or the Social Services Suhaccounl of the Sales Tax Account of the Local Revenue Fund. 


	(5)(A) Fur programs d...-,crib.:<l in subp.u.igrnpbs (C') to (E). inclmive, of p;irngrapb (I) of <;ubdi\ision (a) and includ.:d in the 201 l Rcalignm,·nt ~gislatiun, ifthere ar;: subsequent diangc•s iu fed..:ral ~tatut.:~ or r~gulations that alt;:r the condition, umkr which fi:deral matching fund:. a;; d.:~cribc•d in tho.: 20 l I Realignment Legbl.:ition ar<! obtained, .md ban: "the overall effect uf inaea.~lng th;: ~o;ts inwm:<l by a local ag.mcy, the State shall annually provide at lt:ast 5ll p.::rcent of
	(B) 
	(B) 
	(B) 
	When the State is a pany to any complaint brought in a foderal judicial or administrative proc~cding that i11v0lws one or mor~ of the programs Jcscrib~d in :,ubparagraphs {C) to (E), indu,ive. ofparagrJph (l) ,,fsubdivision (:i) :md includ..:d in the 2011 Realignment Legislation. and th\)rc is a settlem.:mt or a cost in the fonn of a mon~tJry penalty or has the overall \)ft'..:ct of incr..:asing the co, ts already born;:: by a local ag.:ncy for progr"ms or kvcls ofservice manJah:d by the ZOl l R.:alignment 
	judici.tl or administrative ord.:r that imposes 


	(C) 
	(C) 
	The ~late funds provided in this pnragruph shall b.: from funding sources other than those .describ,•d in subdivhion:> (b) and ( d), ad \alorcm property taxe,, or the Social Scrviccs .Sub:iccount oftlw Sales Tax Account oflhe Local Re\l:nuc Fund. .


	( 6 J If th.; State or a local agcncy fails to p.::rform a duty or obligation under tbis section or under th..: 201 l Realignment L..:gislation, tm appropriat.; party may seekjudicial relief. Th..:sc;: proceedings shall have priority O\\!r all 0th.::r ci>il matters. 
	(7) 
	(7) 
	(7) 
	The funds dcposi tcd into a County Local Re'. .:nue Fund 2011 shall be spent in a manner designed to m.1intain the State's eligibility for fcd..:ral m;itching funds, and io cn~urc compliance by the State with applicable federal st;mdards governing the State's pro\ ision of Public Safoty Services. 

	(8) 
	(8) 
	The fonds d0positcd into a Coumy Local Rc\cnuc Fund 2Ul l shall not be us;.-d by lo..:al agcnci..:,; to supplant other funding for Public Safety S.:rviccs. 

	(d) 
	(d) 
	Ifthe taxes described in subdivision (bl are r·~duced or cease to be op~rative, the State shall annually provide moneys to the Lncal Revenue fnnd 2011 in an amom1t equal to or greater than tbe aggl"l!gate amount that otherwise• \\ould have beenprovid·1d by the taxe-; describ.::d in suhdivi~ion \b). lhc method for det~nnining that amount shall be describcd in the 2011 R,;alignm~nt Lcgisl.itiun, and th.:: Stute shall bc obligm.:d to provid1: that a111ount fur !>O long :b the lo..:al agcncics ar.: required to 


	priority for money to be set ap;1rt under Scctiun 8 or Article XVI and the second priority to pay 
	voter-approved debts and liabilities described in Section I of Artiel.; XVI. 
	(e)(I) ro en~ure that public educatiun is not harmed in the proces1> ufpro\iding critical prot.:ction to local Public Safoty Services. the Edumlion Protection Account is hereby created in the General Fund to rc.:i:ive and disburse the re\ cnues derived from the incrrmental increase~ in taxe" imposed by thi<; section, as specified in subdi\ ision (fl. 
	(2)(;\) Before June 30, 2013. and before June 30 of each year from 2014 to ~203(!, inclu~ivc. the Dir.;ctnr of Finance shall ~·stimate th.: t0tal amount of additional rev.:nu~s. less refunds. that will be derived from the inC'rem.:ntal increases in tax rates made in subdivision (t) that will h.: available for transfer into the Education Protection Account during th.: 110xt fiscal year. Thu Director of Finance slmll make the same estimate by January 10, 2013, for additional rewnu.:s, kss refunds. that will o
	(B) 
	(B) 
	(B) 
	During the last 10 days of the quarter ofeach of the first three quarters of each fiscal y~'<lr .from 2013-l 4 to ~2Q)O-;JJ, inclusive, the Control.ler shall tran'>fer into the .Education .Protection Account one-fourth of the total amount estimated pursuant to subparagraph (A) for .that fiscal year, except as this amount may oo adju~led pursuant to subparagraph (D). .

	(C) 
	(C) 
	In eat·h oftht' fiscal ytlars from 2012-13 to ~2032~33.inclusive, thi.t Director of Finance shall calculate an adjustment to the Bdm:ation Protection Account, as sp-:cified by subparagraph (D). by adding together th.i following amounts, as applicabk: 

	(i) 
	(i) 
	In the last quarter of each fiscal year from 2012-13 to ~21)~0-31.inclusive. the Director of Finance shall recakulate the estimate made for the fo•cal year pur~uant to >ubparagraph (A), and $hall subtract from this upd:itcd estimate the amount~ previou~ly transferred to the l:ducation Protection Account for that fiscal year. 

	(ii) 
	(ii) 
	In June 2015 :md in every June from 2016 to 2th112033, inclusive, the Director of Finance ,Jmll make a final d.:tcrmination of the amount of additional r.:v.:nues, J..:ss refunds. dtlriwd from the incremental increases in tax rat<:> made in suhdivision (f) for the fiscal yell!' ending two years prior. The amuunl of the updated estimate calculat.:d in cl au"..: (ii for the fiscal y<!ar ending two years prior shall be subtract~-<l from the amount of thi~ final determination. 


	{D) If the sum determined pursuant to subparagr:1ph ((')is positive, the Controller shall transfer an amount equal to that ~um into the Education Prot-'Ction Account within I 0 dar prec.:ding the end of the :ti.cal y..:ar. Ifthat am11unt h negative, thtl Controller ,hall su,pend or reduce subsequent quarterly transfers, if any, to the Education Protection Account until the total r.:duction equ:1ls the negative amount herein described. For purposes of any calculation made pursuant to c!aus~ (il of subparngra
	.(f;lfufpr.i ..!>£12Ellillf' 30 of £,ach 20J.9..!9..lf.l,l!J.JBSU~SiYl'~tb.e Pirector of Fi1gncc shall cstimJJ!£Jh!,;.!f.!!J.<2UJ21.cl_thi? agditional_r.;verme;;, kss £ 
	Ju_n~_Ji11Q.!.&.mi.ci
	year.fr.nm 
	refund\l,J!.tP.

	U\)rived in the following fi;.:al year from thl.! incrl.!mcntal increases in tax ratL'S made in .§.\!_b;!i' isio;1 I0, that, wh<!n combined with aUothcr availal?lc Ckncral fud revenues, ''ill be .t~.ir..:d to.m£ct .
	! i) the minimum funding guarantee of ~ection Rof article XV I fur !hat folkmfog.Jjscal year: and 
	(ii) th.i workl9ad budgN for that following fiscal y,!)ar, t"''<c!uding any prngram expenditure& alrcadv accounted for through (i). for purposes of this ~cction, "workload budget" has the 111,-.1nin:J si.:t forth in Govcrmncnt Code Sl'.ction , as that sc:ction rcaJ and wa:> interpreted bvthc D~panment of Finance on J.inuary I. 2016. proYid-.-d, ho\\ ever. that "currently authoriz.:d ~jce$'' s.h.l!)!.Jrl~LQ.nJY tho~.servi_ces tb.at \yQuld have been con~ider:;:.9 "cnrrq1tly authoriz_c_tl .:-m·i(.:s" und;:r Ci
	13308.05
	section 13308.05 as 

	<Fl In order to cnJ1ance th<:> J\hilt!.v..£1f all C'alifo111ia ~chool chilcjren andJJ!llir. fJimili.~.J.o receive regul;_ir. quality healthcare ~.1'!.i.Jhereby mini1.niz·.: school nh<('ntccism due to health-rdatcd ~:Q.Q!w•,_\Yh••ncwr the Director of Finance estimates that the amount availabl.: for transf.:r into th.: Educ::tion Protection Account during the folio"' ing focal war 1.•xre-:d5 the amount of revenues r\)<1uired from that Acc,lun£.Jllir.~uant to for that following fi~cal ve.'lr. the Director shal
	sµJm;iragraphJ.El 

	!l!l-1.:_he allo.9_!!tj_Q!U?JQ.Vjqeq fgi:,jn_subnaragranJ1 ! F) may bl! sngicndcd bv statute durini! a fiscal year in which aJi.111~4-<;.!.!1£J:!lf:Hf.Lhas b(l)Jl ckclarcd, vrovid.:d. however, that the alloratio31 shall not he reduc.:d beyond the proportional reduction in oh:ra!I G~neral Fund ex~_nditur~ for that vcar. For purpose> of this s..:ction, ··budget emenzency" has the s~me meaning as in para1mtph 
	(2) of subdivision (b) of section 22 of article XVI. 
	j Hl 1 he funding pro\'id~·d pursuant to ~ubpardgraph ! I' J shall not be used to ~upplaT)ty"<i>.!.illg ;<tate l!ener,11 funds for the nont~.m) share nfpayments for thMe programs and. comistent with foderal law, shall he us~d to <~1)-federal matchjng Me~!funds. 
	(3) 
	(3) 
	(3) 
	AII moneys in the Education Prot.:ction Account are hereby continuously appropriated for the support of school districts. county offices of educ.ition. chart..:r :;chools, and conununity collcg.: districts as set forth in this paragr.1pb, u11d for healthcare as sd forth in subparagraph !Fl of paragraph 12). 

	(A) 
	(A) 
	El..:wn percent of the moneys appropdatcd tQ!: education pursuant to this paragraph shall be allocated quarterly by the Board of Governor; oftbe California Community Colleges to community college districts to provide goncral purpnsc fonding to community collef!e districts in proportion to the amounts dl!tormincd pursuant to Section 84750.5 ofthe Educ.1tion Code, as that code section read ~~wa!-ef·tl>iHeeli~Qn li9.Y."1!lh!fr 6.._4012. The allocations calcul:tted pursuant to this subparagraph shall be offset 

	(B) 
	(B) 
	Eii:hty-ninc pcrcl'nt of the moneys appropriated fpr ..:duca1ion pursuant to this paragraph shall be allocated quarterly by the Superintendent of Public Instruction to provide general purpose funding to s::hoo! districts, eounty offic~s of education, and stat.i general-purpose funding to charter schools in proportion to th.: rcvenul.' limits cJlculatcd pursuant to S.:ctions 2558 and 4223 8 of the Education Code and the amounts calculated pursuant to Section 47633 ofth(! Education Code for county offices of 

	(4) 
	(4) 
	1 his subdivision is self~cxecuting and r.:quircs no legishitive action to take effect. Distribution ofthe moneys in the Education Protection ,\ceount by the Board of Governors of the California Community Collcg<."s and Superintendent of Public Instruction shall. not be delayed or otherwi~e affccti:d by failure of the LcgisJaturo and Governor to enact an annual budget bill pursuant to Section 12 of Artic11: IV, by invocation of paragraph (h) ofScction 8 of Article X\"l, or by any other action or faihm.: to 

	(5) 
	(5) 
	Notwithstanding any other provi~ion of law, the moneys deposit~d in the Education Protection Account {shall not b1.! u~ed to pay any costs incurred by the Legislature. the Go,·cmor, or any agency of ~late gon~rnmcnt 
	gr~i;luc~ti.QU 


	(6) 
	(6) 
	A community college district, county office ofeducation, school district. or charter school shall have sok authority to determine how the moneys r.:ceivcd frum the Education Protection Account Jre spent in the .,chool or schoob within its jurisdiction, provid.:d, how0ver, that the appropriate governing board or body shall make these spending determinations in open s.:ssion 


	ofa public meeting of the governing b,iard or boJy and shall not use imy of the fond~ fn)m the 
	Education Prokction Account for salaries or b:::nefits of administrators or any other 
	adminislrntiv.: costs. Each community college disirict, county office of ..:ducation, >Choo! 
	district, and chatter ;ehool shall annually publi<h on its lnt..:rnct W.:b site an accounting of how 
	much money was r..:t:civcd from the [ducati00 Prok:ction Account and how that mo111.:y was 
	spent. 
	(
	(
	(
	7) The annual independent financial and compliance audit required of community college districts, county oflk-:s of cducJ.tion, .<chool districts, and cbartcr schools shall, in addition to all oth~r n:quit\:m,•nts of lim, ascertain and v~rify whethc•r the funds provided from the Education Protection Account have been properly disbursed and expended as required by thi~ section. Expcns.:s incum::d by those entities tu comply with the additional audit r.:quir.:ment ofthis ,.;:ction may bu paid with funding fro

	(8) 
	(8) 
	Revenues. less refunds, derived pursuant to subdivision (t) for dep-0sit in the Education .Protection Account pursuant to this section ~hall be deemed "General Fund revenues." "General .Fund proceeds of taxc~." and "moneys to be applied by the State for the support ofschool .districts and community college districts'' for purposc.s of Section 8 of Article XVI. .


	(f)(l}(A) In addition to the tax.:s imposed by .P.irt J (commencing with Section 6001) of Division 2 of the Revenue and Taxation Code, for the privilege ofsdliug tangible p..:rs0nal property at retail, a tax is her-:by imposed upon all r..:tailers at th-: rate of 1/4 percent of the gross reci.:ipts of any retailer from the sale of all tangible personal property sold at retail in this Stat~ on and arll.'r January 1, ~OI 3. and before January I, 2017. 
	(B) In addition to the taxe~ imposed by Part 1 (commencing with Section 6001) ofDivision 2 of the Rernnue and Taxation Code, an cxche tax is hereby imposed on the stomge, u~e. or other consnmplion in this Staie of tangible p.:rsonal propcrly purchased from any retailer on and after January !, 2013, aad before January I, 2017, for storage, us.:, or other co1bumption in this ~late at the rate of 114 percent of the Sal.es pric..: of the property. 
	(C} The Sales and u~c. Tax Law. including any amendments enacted on or after the effective dare of this section, shall apply to th~ taxes impo.~ed pursuant ro this paragraph. 
	(D) This paragraph ~hall become inoperative on January I, 2017. 
	(~)for any taxable year b.::ginning on or after January I, 2012, and before January L ~2031. with respect to th.: tax impo~cd pun.uant to Section 17041 of the Revenue and T;1xatio11 Code, the income tax bracket and the rate of 9.3 percent ~et forth in paragraph OJ ofsubdivision (a) of Section 17041 of the .Rewnu-: and Taxaticm Code shall be modified by each of thl! following: 
	(A)(i) For that portion oftaxable income that is over two hundred fifty thousand dollru·s (S250,000) but not over three thousand dollars l$300,000), the t.1x rate is I0.3 percent of the excess over two hundred fifty thousand dollars ($250,000). 
	hundr.cd 

	1.0 
	(ii) For that portion of taxable income that is owr thre.: hundn:d thousand dollars ($300,000) but not over fiv..: hundr..:d thousand dollar., ($500,000), the tax rate is 11.3 pcrc..:nt of the excess over three hundred thousand dollan. (S300,000). 
	(iii) For that portion of taxable income thnt is over five hundred thousand dollars ($500,000), t11e tax rate is 12.3 perc..:nt ofthe excess over th c hundred thou~and dollars ($500,000). 
	CR) The ine('llle t.1x brackets specified in clauses (i), (il), and (iii) of subparagraph IA) shall be 
	recomputed, as otherwise provided in subdivision (h) ofSection 17041 of the R1.:vt'tlue and 
	Taxation Code. only for to.xablc year~ beginning on and after January l, 2013. 
	( C J(i) for purpose's ofsubdivision (g) of Section 19136 of the R~wnue and Taxation C.)de, this .paragraph shall be con&ider,_-Q to be chaptered on tile date it he..:~18€ttveJ\.QHl!!!P3'Lfh .
	£Q1.:f:. 
	(ii) 
	(ii) 
	(ii) 
	For purposes of Part I 0 (commencing with Section l 7001) of, and Part 10.2 (rnmmencing with Section 18401) of, Division 2 of the Revenue and Taxation Code, the modified t.;x. bl".lcket~ and tax rat.::> e,;tnblished and imposed by this paragraph shall be deemed to be established and imposed under Section 17041 of the Revenue and Taxation Code. 

	(D) 
	(D) 
	This paragraph shall become inopcrath e on Decemb.:r l. w.l-92031. 

	(3) 
	(3) 
	Forany taxable year beginning on orafter January l, 2012, and b.:fore January 1, ~2031, with respect to the tax imposed pursuant to Sedion 17041 of the Revenue and Taxation Code, the income tax bracket and the rate of9.3 percent set forth in para!!raph (I) of subdivision (c) of Section 17041 of the Revenue and Taxation Code shall be modified by each of the following: 


	(A)(i) ror that portion oftax:1ble income that is OV.!r th.re..: hundred forty thousand dollars ($340,000) but not owr four hundred eight thousand dollars ($408,000), th.i tax rate i~ I0.3 percent of the excL'SS over three hundred forty thousand dollars ($3-10,000). 
	(ii) For that portion of taxable income that is over four hundred eight thousand dollars ($408,000) but nN over six hundred eighty tliousand dollars ($680,000). the tax rate is 
	11.3 percent of the execs~ over four hundred eight thousand dollars (S40ll,000). 
	(iii) For that portion of taxable income that i'i over six hundred eighty thousand dollars (S680,000), the tax rate is 12.3 percent of the execs$ over six hundr.:d eighty thousand dollars ($680,000). 
	(B) lhe income tax brackets specified in clauses (i), (ii), and (iii) o:f subparagraph (AJ shall be recomputed, as otherwise provided in subdivision (h) of Section 17041 ofthe Revenue and Taxation Code, only for taxabk years beginning on and after January 1, 2013. 
	{C)(i) For purposes ofsubdi.vision (g) of Section 19136 of the Rcv..:nue and Taxation Code, this 
	paragruph shall be considered to be chaptered on the-dat~-it--Oee~~tP..i!-!\ovcm~rJi,. 
	2012. 
	(iil for purp"hC$ of Part JO (comm<:ncing \\ ith S.:ction 17001) of, and Part 10.2 (commencing with S.:ction 11!401) ot: Division 2 ofthe R.:vcnuc and Taxation (ode, th.: modifkd tax brackets and iax rates establi~hed and imposed by tbis paragraph sball be deemed to be established and imposed under SectiPn I 70.:t I nf the Revenue and Taxation Code. 
	(D) Thi~ paragraph shall become inupcr.itiYc 011 D..'C.:mbcr l, ;HtJ.920~ I. 
	(g)( l) 1he Controlkr, pur;uam to 11i; or her statutory authority, may perform audits of ,;xpcnditur..:s from tho.: Local Revenue Fund 201 I and any County Local Revenue Fund 2011, and sh:.il I audit the Educ.ition Prot..:ction Account to ..:nsur,, that those fonds .ire us.;d and account,:d for in a manner con~istcnt with this seer.ion. 
	(2) The Auorncy Gcncral or loca.l district attorney shJll expeditiously investigate, and may seek ci,·i] or criminal penJities for, any mi>use of moneys from the Cmmty Local Revenue Fnnd 2011 or th.-Education Protection Account. 
	SECTION 5. Conflicting Measures. 
	In the cv~nt dmt this rnuasur..: and another measure that atfccts the tax rates for pcrsunal incom.:: 
	shall appear 011 the smne stateY.ide ballot, the provisions of the ut11er measure or measures shall 
	be deemed to bc in confli..:t with this measure. 1n tbe event that thi~ measure receives a greater 
	number 0f aftinnative votes than a measure deemed to be in conflict with it, the provi5ions of 
	this measure shall prevail in their ,·ntir..:ty, and the other mcasun; or measures sbnll be null and 
	void. 
	SECTfO'J 6. Scvcrabllity. 
	Jf the provision,; of thi;, act, or part thereof, are for any rca,.on held to be invalid or unconstitutional, the remaining provi~ions shall not be affected, hut shall remain in full force and effect dlld to this end the provi~ions ofihis ac.t are SC\ er.ible. 
	SECTION 7. Proponent Standing. 
	Not11 ith;.tanding any oth.:r provi;ion oflaw, if th..: State, govcmm\!nt ag • .mcy, or any of its officiab fail to dcfcml th..: constitutionality of this act, following i~ approval by th..: rntcrs, any <lth.:r gO\ ernment employer. the pruponent, or in his or h.!r ahs..:nce, any citiz..:n of this Stak ~hull have the authority to intervene in any court action challenging the constitutionality of this act for the purpose of def:.•nding its constitutionality, whether such action is in trial court, on appeal. 
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	SECTIO'.li 8. Effective Date. 
	SECTIO'.li 8. Effective Date. 
	SECTIO'.li 8. Effective Date. 

	This me:i~ure shall take effect immediately upon pa<;.<;age. 
	Figure
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	November 3, 2015 
	Hon. Kamala D. Harris 
	Attorney General 
	1300 I Street, 17h Floor 
	1

	Sacramento, California 95814 
	Attention: .Ms. Ashley Johansson .Initiative Coordinator .
	Dear Attorney General Harris: 
	Pursuant to Elections Code Section 9005, we have reviewed a proposed constitutional initiative concerning taxes (A.G. File No. 15-0065, Amendment No. 1). The proposal extends temporary personal income tax (income tax) rate increases on high-income taxpayers that were approved as part ofProposition 30 in 2012. 

	Background 
	Background 
	California's State Budget. California state taxes-primarily income taxes-are spent mainly from the state government's General Fund. The General Fund is budgeted to spend about $115 billion during the current 2015-16 state fiscal year. 
	Propositio11 30. Proposition 30 temporarily raised some state taxes. 
	• .
	• .
	• .
	Sales Taxes. Proposition 30 increased the state sales tax rate by one-quarter cent from 2013 through 2016. In the current fiscal year, this increase is budgeted to generate $1.6 billion ofrevenue. 

	• .
	• .
	Income Taxes. Proposition 30 also increased marginal income tax rates paid by roughly the 1 percent oftax filers in the state with the highest incomes. Depending on their taxable income levels, these filers pay an extra 1 percent, 2 percent, or 3 percent tax on part of their incomes. These increases are in effect from 2012 through 2018. In the current fiscal year, the Proposition 30 income tax increases are budgeted to generate $6.8 billion ofrevenue. (The actual total may be hundreds of millions of dollars


	Proposition 98 and Otlter Programs. The largest category of state General Fund spending is for school districts and community colleges. Proposition 98, approved by voters in 1988 and modified in 1990, establishes a minimum funding level for schools and community colleges. This funding level tends to grow over time based on growth in the state's economy, state tax revenue, and student attendance, among other factors. In the current fiscal year, the state budgeted S49 billion in General Fund Proposition 98 fu
	Proposition 98 and Otlter Programs. The largest category of state General Fund spending is for school districts and community colleges. Proposition 98, approved by voters in 1988 and modified in 1990, establishes a minimum funding level for schools and community colleges. This funding level tends to grow over time based on growth in the state's economy, state tax revenue, and student attendance, among other factors. In the current fiscal year, the state budgeted S49 billion in General Fund Proposition 98 fu
	Fund revenues). Jn addition to this state funding, schools and community colleges will receive an estimated $19 billion from local property taxes. 

	The General Fund also pays for part of California's health and human services programs, public universities, state prisons, statewide retirement systems for public employees, debt service on state infrastructure bonds, and other programs. 
	Recent Budgets and Proposition 2. High-income people pay a large share of California's state taxes, and they receive a large portion oftheir taxable income from sources tied to the ups and downs of the stock market. California's state budget has been volatile due mainly to large swings in income taxes paid by high-income people. These swings also have been linked to the ups and downs ofthe stock market. 
	In response to budget deficits resulting from this volatility, the state took various actions, including budget cuts, tax increases, and other measures. As a result ofthese actions and the improving economy, the General Fund has not ended a fiscal year with a deficit since 2011-12. In November 2014, California voters approved Proposition 2. Proposition 2 creates a new set of rules to determine the amount of money the state has to deposit to a rainy day fund (the Budget Stabilization Account) when the econom
	Proposal 
	Proposal 
	Extends Proposition 30 Income Tax Increases Tltrougll 2030. Under this measure, the Proposition 30 income tax rate increases on high-income Californians would not expire at the end of 2018, as scheduled under current law. As summarized in Figure 1, this measure would extend those income tax rate increases through 2030. 
	Does Not Extend Proposition 30 Sales Tax Increase. Under this measure, Proposition 30's sales tax rate increase would not be extended. This sales tax rate increase would expire at the end of20l6. 
	Excludes Revenues From Proposition 2, as Specified. This measure increases state revenues beginning in 2019 and ending in 2030. Revenues raised by this measure would be excluded from the key requirements of Proposition 2. Spending from the revenues raised by this measure, however, would be subject to the state's spending limit. 
	Flgure1 P;cpcsed Personal Income Tax Rates UnderTnls Proposal 
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	Fiscal Effects 
	Increased State Tax Revenues. Currently, the Proposition 30 income tax rate increases are scheduled to expire at the end of 2018. This measure would increase state income tax revenues by billions of dollars per year above current expectations for the years 2019 through 2030. (This would result in increased tax revenues for fiscal years 2018-19 through 2030-31.) The precise amount ofthis revenue in any given year would depend heavily on trends in the stock market and the economy. For example, ifthe stock mar
	Increased School and Community College Funding. Under current law, the expiration of Proposition 30 is expected to slow the growth of state tax revenues, thereby slowing the growth of school and community college funding. Under this measure, the amount ofProposition 98 funds provided to schools and community colleges each year probably would increase by a few billion dollars, compared to what these entities would receive if all ofProposition 30's tax increases expired. The amount ofincreased school spending
	Remaining Funding Generally Available for Any Purpose. Because funding for schools and community colleges generally would increase by a portion ofthe increased state tax revenues, the remaining revenues raised by this proposal typically would result in more state General Fund money being available for any budget purpose. The use ofthat funding would depend on decisions by future Members ofthe Legislature and future Governors. 
	Interactions With Other Budget Rules. Currently, Proposition 2 requires a portion of the existing Proposition 30 taxes to be deposited in the rainy day fund or used to speed up state debt payments. This measure would exclude its proposed revenues-those generated by extending the Proposition 30 income tax rate increases after 2018 through 2030-from the key requirements of Proposition 2. This essentially means that the taxes on potentially large amounts of capital gains generated by the proposed extension oft
	The Proposition 2 rules for reserve deposits and debt payments are linked in part to each year's Proposition 98 budget calculations. Because this measure would affect Proposition 98 calculations, it could affect the amow1t of Proposition 2 reserve deposits and debt payments funded by General FlUld revenues after 2018. The precise nature ofthese effects is difficult to predict. Similarly, tlle likelihood that the state exceeds its Proposition 4 spending limit in the future is difficult to predict. If, howeve
	Fiscal Summary. This measure would have the following major fiscal effects: 
	• .
	• .
	• .
	Increased state revenues annually from 2019 through 2030-likely in the $5 billion to $11 billion range initially-with amolUlts varying based on stock market and economic trends. 

	• .
	• .
	School and community college funding would increase, as would funding available for oilier state purposes. 


	Sincerely, 
	Mac Taylor .Legislative Analyst .
	Michael Cohen Director of Finance 








