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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 0f 2016, leading to more deficits
and more school cuts.

(b) Unless we act now to temporarily extend the current income tax rates on the wealthiest
Californians, our public schools will soon face another devastating round of cuts due to lost
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.

(c) California's future depends on the success of its 9 million children. Every California child
deserves a fair chance to become a successful adult. But for children to succeed as adults, they
must have access to high quality education and health care.

(d) For children, education and health care are essential 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 communities without adequate health care are more likely to contract
illnesses or have chronic medical conditions that prevent them from regularly attending school.

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

(f') Research also shows that early 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 achieve their
highest potential.




(g) California 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 years as class sizes have soared.

(h) As well, the budgets of California's community colleges were slashed during the Great
Recession, diminishing the ability of California children - especially those from low-income
families - to receive career training and an affordable and necessary college education.

(i) California chronically underfunds health care. California ranks 48" out 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-term medical expenses. Improved reimbursement for health services x
helps ensure that children have access to doctors and hospitals. And once a hospital or doctor’s x
office closes due to chronic underfunding, it closes for everyone in that community. )

() The California Children’s Education and Health Care Protection Act of 2016 temporarily
extends the higher income tax rates on couples earning more than half a 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 measure does not increase taxes on anyone earning under $250,000. It does not extend
the temporary sales tax increases that voters previously approved in 2012.

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

(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 or be diverted to budget reserves.

(n) These funds will be subject to an independent audit every year to ensure 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.

SECTION 3. Purpose and Intent.

(a) 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 measure is intended to protect our children by temporarily extending current income tax
rates on wealthy Californians, instead of awarding a huge tax break to couples earning 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 measure sends the money 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.

(c) This measure 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 and 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 colleges for classroom expenses, not administrative
costs. This school 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 care will be
spent to supplement existing state funding for healthcare services that qualify for matching
federal funds.

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

SECTION 4. Section 36 of Article XIII of the California Constitution is amended, to read:
Sec. 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 proceedings, and court security staff.

(B) Managing local jails and providing housing, treatment, and services for, and supervision of]
juvenile and adult offenders.

(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
services.
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(D) Providing mental health services to children and adults to reduce failure in school, harm to
self or others, homelessness, 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 local agencies, including related
reporting responsibilities. The legislation shall provide local agencies with maximum flexibility
and control over 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 to local agencies after
January 1, 2012, except for the early periodic screening, diagnosis, and treatment (EPSDT)
program and mental health managed care.

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

(A) All revenues, less refunds, derived from the taxes described in Sections 6051.15 and 6201.15
of the Revenue and Taxation Code, as those sections read on July 1, 2011.

(B) All revenues, less refunds, derived from the vehicle license fees described in Section 11005
of the Revenue and Taxation Code, as that section read on July 1, 2011.

(2) On and after July 1, 2011, the revenues deposited pursuant to paragraph (1) shall not be
considered General Fund revenues or proceeds of taxes for purposes of Section 8 of Article XVI
of the California Constitution.

(c)(1) Funds 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
State for program costs incurred in providing Public Safety Services on behalf of local agencies.
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 Fund 2011 within the treasury of each county or city and county. The
money in each County Local Revenue Fund 2011 shall be exclusively used to fund the provision
of Public Safety Services by local agencies as specified by the 2011 Realignment Legislation.

(3) Notwithstanding Section 6 of Article XIII B, or any other constitutional provision, a mandate
of a new program or higher level of service on a local agency 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
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comply with Chapter 9 (commencing with Section 54950) of Part 1 of Division 2 of Title 5 of
the Government Code, with respect to performing its Public Safety Services responsibilities, or
any other matter, shall not be a reimbursable mandate under Section 6 of Article XIII B.

(4)(A) Legislation enacted after September 30, 2012, that has an overall effect of increasing the
costs already borne by a local agency 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 agencies 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, that are not necessary to implement the 2011 Realignment Legislation, and that have an
overall effect of increasing the costs already borne by a local agency 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 agencies shall not be
obligated to provide programs or levels of service pursuant to new regulations, executive orders,
or administrative directives, described in this subparagraph, above the level for which funding
has been provided.

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

paragraph (2) of subdivision (a) of Section 6 of Article XIII 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 to
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 Revenue Fund.

(5)(A) For programs described in subparagraphs (C) to (E), inclusive, of paragraph (1) of
subdivision (a) and included in the 2011 Realignment Legislation, 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 are obtained, and have the overall effect
of increasing the costs incurred by a local agency, the State shall annually provide at least

50 percent of the nonfederal share of those costs as determined by the State.
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(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 (a) and included in the 2011 Realignment Legislation,
and there is a settlement or judicial or administrative order that imposes a cost in the form of a
monetary penalty or has the overall effect of increasing the costs already borne by a local agency
for programs or levels of service mandated by the 2011 Realignment Legislation, the State 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 if 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 state 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 Tax Account of the Local Revenue Fund.

(6) If the State or a local agency fails to perform a duty or obligation under this section or under
the 2011 Realignment Legislation, an 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 Safety
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 described in the 2011
Realignment 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 shares 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 first
priority for money to be set apart under Section 8 of Article XVI and the second priority to pay
voter-approved debts and liabilities described in Section 1 of Article XVI.

(e)(1) To ensure that public education is not harmed in the process of providing critical
protection to local Public Safety Services, the Education Protection Account is hereby created in




the General Fund to receive and disburse the revenues derived from the incremental increases in
taxes imposed by this section, as specified in subdivision (f).

(2)(A) Before June 30, 2013, and before June 30 of each 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 incremental 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 revenues,
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 each of the first three quarters of each fiscal year
from 2013-14 to 2648-192030-31, inclusive, the Controller 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 to 2026-242032-33, 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 2648-192030-31, inclusive, the Director
of Finance shall recalculate the estimate made for the fiscal year pursuant to subparagraph (A),
and shall subtract from this updated estimate the amounts previously transferred to the Education
Protection Account for that fiscal year.

(i1) In June 2015 and in every June from 2016 to 20242033, inclusive, the Director of Finance
shall make a final determination of the amount of additional revenues, 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 calculated in clause (i) 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 (C) is positive, the Controller shall transfer
an amount equal to that sum into the Education Protection Account within 10 days preceding the
end of the fiscal year. If that amount is negative, the Controller shall suspend or reduce
subsequent quarterly transfers, if any, to the Education Protection Account until the total
reduction equals the negative amount herein described. For purposes of any calculation made
pursuant to clause (i) of subparagraph (C), the amount of a quarterly transfer shall not be
modified to reflect any suspension or reduction made pursuant to this subparagraph.

(E) Before June 30, 2018, and before June 30 of each year from 2019 to 2030, inclusive, the
Director of Finance shall estimate the amount of the additional revenues, less refunds, to be
derived in the following fiscal year from the incremental increases in tax rates made in
subdivision (f), that, when combined with all other available General Fund revenues, will be
required to meet:

(1) the minimum funding guarantee of section 8 of article XVI for that following fiscal vear; and
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(ii) the workload budget for that following fiscal year, excluding any program expenditures
already accounted for through (i). For purposes of this section, “workload budget” has the
meaning set forth in Government Code section 13308.05, as that section read and was interpreted
by the Department of Finance on January 1, 2016, provided, however, that “currently authorized
services” shall mean only those services that would have been considered “currently authorized
services” under Government Code section 13308.05 as of January 1, 2016.

(F) In order to enhance the ability of all California school children and their families to receive
regular, quality healthcare and thereby minimize school absenteeism due to health-related
problems, whenever the Director of Finance estimates that the amount available for transfer into
the Education Protection Account during the following fiscal year exceeds the amount of
revenues required from that Account pursuant to subparagraph (E) for that following fiscal year,
the Director shall identify the remaining amount. Forty-five percent of that remainder, up to a
maximum of two billion dollars in any single fiscal year, 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 Welfare and Institutions Code. The funding
shall be used only for critical, emergency, acute and preventive healthcare services to children
and their families, provided by health care professionals and health facilities that are licensed
pursuant to Health and Safety Code Section 1250, and to health plans or others that manage the
provision of healthcare for Medi-Cal beneficiaries that are contracting with the California
Department of Health Care Services to provide health benefits pursuant to this section.

(G) The allocation provided for in subparagraph (F) may be suspended by statute during a fiscal
year in which a budget emergency has been declared, provided, however, that the allocation shall
not be reduced beyond the proportional reduction in overall General Fund expenditures for that
year. For purposes of this section, “budget emergency” has the same meaning as in paragraph
(2) of subdivision (b) of section 22 of article XVL

(H) The funding provided pursuant to subparagraph (F) shall not be used to supplant existing
state general funds for the nonfederal share of payments for those programs and, consistent with
federal law, shall be used to obtain 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 subparagraph (F) of

paragraph (2).

(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 general purpose funding to community college districts in
proportion to the amounts determined pursuant to Section 84750.5 of the Education Code, as that

code section read upen-veoterapproval-of this-seetion; on November 6. 2012. The allocations
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calculated pursuant to this subparagraph shall be offset by the amounts specified in
subdivisions (a), (c), and (d) of Section 84751 of the Education Code, as that section read upen
voter-approval-efthis-seetion on November 6, 2012, that are in excess of the amounts calculated
pursuant to Section 84750.5 of the Education Code, as that section read upen-veter-approval-of
this-seetion on November 6, 2012, provided that no community college district shall receive less
than one hundred dollars ($100) per full time equivalent student.

(B) Eighty-nine percent of the moneys appropriated for education pursuant to this paragraph
shall be allocated quarterly by the Superintendent of Public Instruction to provide general
purpose funding to school districts, county offices of education, and state general-purpose
funding to charter schools in proportion to the revenue limits calculated pursuant to

Sections 2558 and 42238 of the Education Code and the amounts calculated pursuant to
Section 47633 of the Education Code for county offices of education, school districts, and
charter schools, respectively, as those sections read upen-—voterapproval-of this-seetion-on
November 6, 2012. The amounts so calculated shall be offset by the amounts specified in
subdivision (c) of Section 2558 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, respectlvely, as those sections read upon-voterapprovalof
thisseetion-on November 6, 2012, that are in excess of the amounts calculated pursuant to
Sections 2558, 42238, and 47633 of the Education Code for county offices of education, school
districts, and charter schools, respectively, as those sections read spen-veterapproval-efthis
seetiorr on November 6, 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 Education Protection 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 IV, by invocation of paragraph (h) of Section 8 of Article X VI,
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 the moneys received from the Education Protection
Account are spent in the school or schools within its jurisdiction, provided, however, that the
appropriate governing board or body shall make these spending determinations in open session
of a public meeting 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 education, school
district, and charter school shall annually publish on its Internet Web site an accounting of how




much money was received from the Education 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 expended as required by this section.
Expenses incurred by those entities to comply with the additional audit requirement of this
section may be paid with funding from the Education Protection Account and shall not be
considered administrative costs for purposes of this section.

(8)(1) 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 taxes,” and “moneys to be applied by the State for the support of school
districts and community college districts” for purposes of Section 8 of Article XVI.

(i1) Notwithstanding any other provision of law, revenues, less refunds, derived pursuant to
subdivision (f) on and after January 1, 2019 for deposit in the Education Protection Account shall
not be deemed “General Fund revenues,” or “General Fund proceeds of taxes that may be
appropriated pursuant to Article XIII B” for purposes of the estimates and calculations made
pursuant to_Sections 20 and 21 of Article XVI; provided, however, that with regard to revenues,
less refunds, derived pursuant to subdivision (f) on or before December 31, 2018, any
calculation, estimate, updated calculation or estimate of those revenues required by Sections 20
and 21 of Article XVI that is made after January 1, 2019 shall continue to include those
revenues, and the calculations made with regard to fiscal year 2018-19 shall include the revenues
derived pursuant to subdivision (f) through December 31, 2018 and shall exclude the revenues
derived pursuant to subdivision (f) on and after January 1, 2019.

(H(1)(A) In addition to the taxes imposed by Part 1 (commencing with Section 6001) of
Division 2 of the Revenue and Taxation Code, for the privilege of selling tangible personal
property at retail, a tax is hereby 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 State on
and after January 1, 2013, and before January 1, 2017.

(B) In addition to 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 consumption in this state
at the rate of 1/4 percent of the sales price of the property.

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

(D) This paragraph shall become inoperative on January 1, 2017.
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(2) For any taxable year beginning on or after January 1, 2012, and before January 1, 26492031,
with respect 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 (a) of
Section 17041 of the Revenue and Taxation Code shall be modified by each of the following:

(A)(1) 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 tax rate is 10.3 percent of
the excess over two hundred fifty thousand dollars ($250,000).

(ii) For that portion of taxable income that is over three hundred thousand dollars ($300,000) but
not over five hundred thousand dollars ($500,000), the tax rate is 11.3 percent of the excess over
three hundred thousand dollars ($300,000).

(iii) For that portion of taxable income that is over five hundred thousand dollars ($500,000), the
tax rate is 12.3 percent of the excess over five hundred thousand dollars ($500,000).

(B) The income tax brackets specified in clauses (i), (ii), and (iii) 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.

(C)(1) 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-itbecomes-effeetive November 6
2012.

(i1) 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, 26492031.

(3) For any taxable year beginning on or after January 1, 2012, and before January 1, 20492031,
with respect 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 each of the following:

(A)(i) For that portion of taxable income that is over three hundred forty thousand dollars
($340,000) but not over four hundred eight thousand dollars ($§408,000), the tax rate is
10.3 percent of the excess over three hundred forty thousand dollars ($340,000).

(i1) 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 excess over four hundred eight thousand dollars ($408,000).
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(i11) For that portion of taxable income that is over six hundred eighty thousand dollars
($680,000), the tax rate is 12.3 percent of the excess over six hundred eighty thousand dollars
($680,000).

(B) The income tax brackets specified in clauses (i), (ii), and (iii) 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.

(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-itbecomes-effeetiveNovember 6, 2012.
(i1) 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, 20492031.

(g)(1) The Controller, pursuant to his 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 Attorney General or local district attorney shall expeditiously investigate, and may seek
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 event that this measure and another measure that affects the tax rates for personal income
shall appear on the same statewide ballot, the provisions of the other 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 measure 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
unconstitutional, 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
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other government employer, the proponent, or in his or her absence, any citizen of this State shall
have the authority to intervene in any court 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 Supreme 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.

SECTION 8. Effective Date.

This measure shall take effect immediately upon passage.
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