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PROPOSITION 40

This initiative measure is submitted to the
people in accordance with the provisions
of Section 8 of Article 1l of the California
Constitution.

This initiative measure adds a section to the
California Constitution and amends and adds.
sections to the Government Code and
Revenue and Taxation Code; therefore,

new provisions proposed to be added

are printed in ftafic type to indicate that they
are new.

PROPOSED LAW
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(- The 2026 Billiondire Tax Act [Contered]

—| THE 2026 BILLIONAIRE TAX ACT:|

o Th%op]eof Calif'omip dé} enéct"éis’ follows: - ;

() .The'/_F(e'Ople recogriize that access to adequate health care, quality public
- education, and nourishing food is essential to human dignity and to the
prosperity and resilience of the entire state. The cascading impacts of looming
federal funding cuts for health care, education, and food programs now threaten
‘these foundations and place the welfare of all Californians at risk.

{b) "California’s health care safety net is under extraordinary threat, as Medi-Cal—
* the backbone of coverage for nearly 15 million low-income Californians,
including more than half of the state’s children, 2.2 million seniors and people
with disabilities, and one in five of all working adults—faces billions in federal
- funding ¢uts which will only exacerbate existing challenges.

- -2+ {e). Medi-Cal is projectéd to lose up to $19 billion in annual federal funding due to
:. . the implementation of the most recent federal budget legislation and
. administrative action, shifting costs to the state General Fund and local
. .. govémmients or forcing reductions.in needed services. Over the next ten years,
. . federal cuts to Medi-Cal alone are projested to total approximately $190
billion: - o |

‘(dyThe loss of billions in federal funding firther stresses California’s already
* underfurided health care safety net. The 2025526 state budget included several
© " new restrictions, ‘including cuts to providers and significant reductions in

- benefits and services for Médi-Cal-enrollecs, State cuts to Medi-Cal are

en das h
_ . estimated toreach $7. billion in 2027528, risinig to $8.6 billion each year from
en dash .. 20289 onward. endash '
- (o) ‘Even béfore. tliés‘e federal and state cuts, Medi-Cal funding was too low for
- ‘many health care providers to maintain current leveéls of service because Medi-
Cal typically reimburses hospitals and clinics at rates significantly below the

" actual cost of providing care.

~(f) -Hospitals and primary care clinics, particularly in rural areas, have faced
- extreme financial pressure, operating losses, and staffing cutbacks as a result of
+ these chronic underpayments, Medi-Cal'is the source of health coverage for
* half of all births statewide. Recent years have seen closures of vital maternity
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: _.crushmg medical debt, and strengthens communities. When coverage is lost or

' wards and: emergency departments, all attnbuted in large part to low Medi-Cal

. relmbursement rates

3 (g)

“_Investment in Medn-Cal is.an investment in every famlly 8 health security. It
. keeps primary care clinics and community health centers open across towns

", and cities, allowing people to manage chronic conditions, prevent costly
U :comphcatlons, and live longer, healthier lives. Every dollar cut from these
|7 ‘programs reverberates clinics close, families lose doctors, and patients suffer
C :needlessly from condttlons that could have been prevented or managed.

Aceess to affordable, hlgh-quahty cate saves lwes, shields families from

~ - ‘diluted, hospitals and clinics-are forced to make impossible choices—cutting

- back on staff‘ restrlctmg services, or elosmg entire units—Ieaving whole

- populatlons W|thout a safety net and undermmmg the health of all Californians,

O

_ As Medi-Cal fundlng is threatened by reduced t‘ederal funding and state

approprlatlons, Californians also face soaring private health insurance

- premiums, These twin pressures only increase the number of uninsured and

- underinsured, as employers scale back benefits and disrupt dependent coverage,

and as’ 1nd1,v1duals drop unaffordable health coverage.

0

5 _@

: ;Bvery chdd in Cahfomla deserves access to hlgh qual1ty education. Today
‘California public schools face unprecedented uncertainty cansed in part by cuts
L - fo Med1-Cal and the Supplemental Nutrition Assxstance Program (SNAP).

: '_(1;)' ) In addltlon current federal budget proposals for 2026 would impose deep cuts

. "on overall funding to:public schools; particularly for high-necd students, rural
- __j‘schools, and dlsadvantaged commumhes K

[fﬂr\l&r’

]

These federal dlsruptlons artive as Callfomla s schools are stlll reelmg from
recent state budget shortfalls and looming payment deferrals. On top of this,
declmlng énrollment and enrollment-related funding, rising costs, and

- intreasing student needs are putting school dlstncts under mountmg budgetary
- :pressure o

'-.-More than 5 mllhon Callt'omlans—among themn, chlldren famllles, seniors, and
,people with dlsabllltles—depend on the lifeline of CalFresh, California’s

B i-'Supplemental Nutrition Assistance Program (SNAP), to put food on the table in
- a state where one in five expenence hunger due to food msecunty

(n)

The hnstonc federal cuts to SNAP in recent federal budget leglslatlon will strip
away. billions of dollars in vital food assistance from our most vulnerable

| B .ne1ghbors translating into the loss of millions of meals and deepening hunger

~across commumtles already strugglmg to make ends meet.
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(0)

Robust evxdcnoc shows that SNAP and CalFresh not only alleviate hunger, but
also dramatically improve health and éducational outcomes for California’s

o . -chlldrcn, break cycles of poverty, and build stronger futures for entire families,

8 7: ;'(;'32)?

Thesc cuts will ﬁmher pressure already strained state efforts and the limited

: ;.‘,resourccs of food banks and local agercies such as CalFood and the California

- .-Food Assmtance Program

@

- impoge. compounding risks for low- and moderate-income Californians seeking

Collectlvely, these reduct:ons in federal ﬁmdmg and state appropriations

: '_ “access fo essential healthcare, education and nutrition, They also threaten
... . -California’s ablllty to plan for its future, which requires continued investments
o -r'1n-1ts‘ orttncal state programs . :

-Cahfom1a has around 200 b1llnona1res who collectwely possess an astonishing
* - $2 trillion in Wcalth Thiese billionaires pay less than 1.5% of their total wealth
-in annual taxes, mcludmg federal, state, and. local taxes, according to leading

e economrc cstlmates-a small fractxon of what ordmary Cahformans pay.

@

Therc are more than 19 mllllon taxpayers in California who are not billionaires.

" They:include working-class individuals such as nurses, teachers and
- firefighters, as well as wealthier taxpayers like highly compensated

" professionals, entrepreneurs, and tech industry workers. All of these

Californians pay tax on a much larger portion of their true economic income

© . than the Staté’s billionaires do, According to economic analysis and mcludmg
© 7, all taxes at all levels of government, billionaires pay 24% of their income in
. taxes while the average taxpayer pays 30%. ‘This means that the average
o ;'taxpaycr pays a 25% larger share of their economic income, taking into account

~ll state and federal taxes, than. the: -average billionaire. See Akcan Balkir,

;m'manucl Saez, Danny Yagan, and Gabriel Zucman, How Much Tax Do US

. ;Bllllonalres Pay? Eyidence from Administrative Data, National Bureau, of

- "-Bconorrilc Rcscarch Workmg Papcr No 34170 (2025)

o (t)-ﬁ‘ -.

- progressive Wealth taxes are already paid by wealthy and low-income

A wealth tax is not a ncw concept undcr Cahforrua law, narrower and less

B "C_Cahformans alike, These taxes include the annual Vehicle License Fee, a tax
e “based on 0.65% of the value’ ‘of a vehicle, and the annual property tax on
R housmg of about l% on the assessed value of a house.

O
R ‘toimost. Whereas nurses, teachers, firefighters, and tech workers alike pay
“taxes on nearly all of thelr earned income, billionaires can shield enormous

The 1mmense and growmg fortunes of billionaires bring privileges inaccessible

sums from taxation. Their primary assets—stocks, businesses, real estate—

- grow in value year after year, but because this growth is taxed only at sale and
bllhonalres often need not sell, they pay no tax on their rising fortunes.
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- Morebver, when thése types of assets are passed to heirs, current laws enable
 billions of dollars in untaxed wealth to be inherited without ever triggering an
~ income tax bill. Many also employ. complex financial strategies to relocate
. wealth *on paper” while, in reality, continuiing to benefit from California’s
- economiy and infrastructure, - :

.. (v} :Scholars have shown that closing thesé billionaire loopholes is possible,
© - -piactical and fair. They demonstrate that carefully crafted policy can preserve
" entrepreneutial success while safeguarding the state economy and avoiding
-, » undue burden on administrators or the broader taxpayer base, See Brian Galle,
" David Gamage, and Darien Shanske, Money Moves: Taxing the Wealthy at the
. State Level, 113 California Law Review 635 (2025), - :

.. (W) Since the 1980s, the wealth of billionaires has grown by an average 7% each
e Yrear, vastly, outpacing the growth in wages and savings for ordinary

alifomians, The colléctive wealtl of California billionaires has surged from

$300 billion'in 2011 to $700'billion in 2019 to over $2 trillion in 2025, The

7 wealth tix imiposed by this ACt would only modestly slow this explosive

" growth, collecting less thafl the billionaires typically gain in just a single year.
California.billionaires, even after paying the tax, will continue to amass ever-
rising fortunes. L '

x) .Accbrding to leading: econornists, billionaire wealth is more concentrated in
- California than in the United States overall. As a result, the/B(tate is uniquely
- positioned to-address both the well-documented crisis of wealth inequality in
. fhie United States and the eierging and interrelated crises the state faces with
-7 respect to healthcare, education and hunger-relief programs.

- (¥) Billionaires have built their extraordinary fortunes with the help of California
.+ respurees and were the largest beneficiaries of the federal legislation that
... contributed to the current state budget crisis, It therefore is both necessary and
o.# equitable to ask those who have benefitted most from California’s resources to
;-contribute proportionately to support health care, education, and nutrition in

o -~ California thirough a one-time 5% tax ori billionaire wealth. -

. {z) Inlight of the emergency funding situation, to ensure that revenues collected
~ - can be spent without unnecessary delay, and to remove uncertainty created
. frem any legal challenges; the /P?a,o'ple have provided for expedited judicial
'faivi_eW?ofthisjﬁfzt'. S : '

603, iI"'?t‘:i;]‘a_ose and [ﬁtht;

'(8) The pﬁrpre;ofthe 2026 Billionaire Tax Act, referred to herein as the “AGt,” is
- toprotect access to high quality, equitable health care, and to support funding
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. ; 'for krndorgarten through grade fourteen public education and food assrstanoe
SR programs, by rarsmg revenue from'a ong-time tax on billionaire wealth,

e

(c)

Sites

M-sv
C (a)

.'Revenues f'rom the ,Aﬁ:t are 1ntended to respond to urgent, existing health care,

education, and nutrition needs that are ‘being worsened by reductions in federal

' and state ﬁ.mdmg and by broader fiscal uncertainty facing the state.

By de51gnat1ng billionaire wealth the source of this critical revenue, the/é(ct

* confronts the furidamental unfaimess that arises because a large percentage of
" billionaire wealth is never taxed by the State due to billionaires’ unique ability
_ "to control the tlmmg, locatron, and antount of income tax that they pay.

The}fct ralses fundrng for health care, educatwn, and food assistance by
mposing a narrowly applicable, one-time tax that is administratively feasible

Lo ;.‘an'd efﬁclent to enforce agamst all brlhonarres in the /S{ate

BROE The"z,' ot is 1ntended to treat s1mllarly srtuated taxpayers and assets similarly,

‘exoept to the extent that sound tax pohcy requrres otherwrse

, 4 Sectron 37 is added to Artlcle XIII of ’rhe Cahforma Conshtutlon, to read:

Thls ,B”eotlon authorlzes and enables a one-tlme tax on the accumulated wealth

‘of California bxlhona:res 1mposed on those individuals who are California
_ residents within the meaning of Sectiohs 17014 and 17015.5 of the Revenue
and Taxation Code as of the tax obilgatron date as deﬁned in the 2026

: _ 'Bllhonalre Tax. Act

The fo!lt)ng defimtrons apply to: thrs/ﬁectlon

B :_ ﬁ--(t) “Aot” refers to the 2026 Bllhonalre Tax Act

_ K (2)' “Reserve Fund” refers to the 2026 Bnlllonalre Tax Reserve Fund, created

S C)

by this /A(ct

-Notw1th9tandmg any other provrsron of the Constitution, the f{ct provides for
-~ taxation on all forms of personal property and wealth, whether tangible or

- intangible, and allows for the classification of personal property and wealth for
o ,dlfferentral taxation or for exemption, for the purpose of imposing the one-time
. taxonthe wealth of California billionaires. Personal property and wealth that is
- so taxed includes; but is not limited to, shares of capital stock, bonds or other

: .‘evrdences of lndebtedness, and any legal or equrtable interest therein,

@) - The 2026 Bllhonarre Tax Reserve Fund is hereby created in the State Treasury.

-,:,'_%All revenues from the ct moludrng taxes, mterest and penalties, and less
: p

— talic
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: ,shaII be deposxted in the State Treasury by thetState}Controller to the

provxded by law, the Controller shall allocaté and transfer the remaining

~ moneys in the Reserve Fund to the: following sub/accounts, which are hereby
- ereated: 90% to the Billionaire Tax Health Account and 10% to the Billionaire

(e)

- Tax Education aiid Food Assistance Account, The moneys in the Billionaire

‘Tax Health Account and the Billionaire Tax Education and Food Assistance
Account shall be allocated as provided by law.

Notmthstandmg any other Iaw, the Reservc Fund is a special fund,
- permanently separate and apart from the General Fund or any other State:fund

- ot account, The taxcs and the moneys resulting from tht;A?:t shall not be -

. considered to be part of the General Fund, as that term is used in Chapter 1
(commencmg with Section 16300) of Part 2 of Division 4 of Title 2 of the

- “Govefnment Code; and shall not be considered “General Fund revenues,” “state

L revenues;” “moneys,” or “proceeds of taxes” under Section 8 of Article{3XTTIE)

e RAGR-G-0f F oS

conce between

VY O

Romen pumers| omd

.

o i . for the:purposes of any section of Artlcld\mIIB& orSections\8 or 8.5 of Article

o XVI. Any revenie raised through the ¢t shall also not be considered “personal
‘income taxes pald on het capital gains” for purposes of Section 20 of Article

XYL The taxes levned by this,&ct are.not “ad valorem taxes on real property”
“for

urposes of Section 1 of Article/XIIIA), To the extent any provision of.

T - "Aﬂcle(@lllé) would- Otherw:se be ¢ construed to limit, restrict, or apply to the

c . rate, base, valuation, or :mposxtion of the tax authorized by thls,S’ectxon, that

prowsmn shall not apply to, and is superseded by, this Section.
"_,""':.Notwuhstandmg Sectlon 16305.7 of the Government Code, any interest or

7 dividends ¢arried on moneys in the Reserve Fund shall be retained in the
- "Reserve Fund and used: solely for the specific purposes set forth in this -

)

subdmsxon and as provided by the /A(ct

“Approprlatlons sublect to llmltatlon” of cach entlty of government and the

- state under Artlclcﬁ(lllﬁ’ﬁshall not include appropriations of revenue from the

A Section

- !
1 Space b hurn
aumcral ®he

™

e
3 7
B

h

Reserve Furid. No adjustment in the appropriations Timit of any entity of

o -govemment shall be requlred pursuant to Section 3 of Aﬂtcleﬂﬂ as a result
_ .of' revenue. bemg depos:ted in or appropnated from the Reserve Fund.

: @

T
7‘? S

| Bxcept as prov1ded in Sectxons 16310 and 16381 of the Govemment Code as
. thosé sections’ read on-J aruary 1, 2025, and except as otherwise provided in this
/Kct moneys in the Reserve Fund shall niot be borrowed, loaned, or otherwise

-+ transferred to the General Fund or any other state or local fund or account,
i Moneys deposrted into the Reserve Funi shall only be used for the specific

_purposes provided by law. Action shall not be taken that permanently or
L ‘temporanly changes the status of the Reserve Fund or borrows, diverts, or
- ‘appropriates the § moncys in the Reserve Fund in a manner mconsmtent with this

: "'--_;_‘subdmslon i
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. § . . o
h_"\_ ' LS 5 l""‘wm (h) Notw1thstand1ng Sectwn 32 or any. other provision of law, a factal challenge to
_‘“ V¢ 0 m“& - the 2026 Billionaire Tax_Act is authorized to bé adjudicated through a
D0 & ‘w‘ta . - yalidation action under{Chapter 6 of Part 27 of the Revenue and Taxatlcﬁ’g"
- ‘Code, Section 503 13without requiring the payment of the tax claimed to be

- r--‘;faclally invalid, This subdivision is adopted without implication as to current | HZZ he
. authority or the - development of law other than thlS/A/ct Nothing in this -
- .. subdivision limits any. taxpayer 8. rlght to pay a‘tax imposed under thtsgﬁ(ct and
W .. seekarefimd orjudicial review, or to bring any other action that is otherwise

O INENC A
. - S
Sectiorne (o

& o .authonzed by law and not mconsnstent with thts subdivision..
o Smi‘ A"t'clewMS added to Chapter 2 of Part2 of Dmsnon 4 of Title 2 of the
TE Government Code, to reads.
: / ~{pArJ1 1, 2026 Bllllonalre Tax Reserve Func):gﬂ [ Centere “”éj
W 16355 L
3 :
'%': - (a) Sectlon 37 of Artlcle XIII of the Callfomla Constitution prov1des for the _ ““‘;;
v ‘,i:creatlen of the 2026 Billionaire Tax Reserve Fund, into which all revenues <
IR ffrom the 2026 Blllionalre Tax Act shall be deposned hl%f
“( B R ) Aﬂer accountmg for admmlstratlve experises as prov1ded in subdivision (e), the o i
: SRR Controller shall: allocate and transfer the remammg moneys m the Reserve . ¥
| Ty
e Fund as follows : Lo l@ *:l{
) - Tie 2 ¢
DT N 1) Nmety percent shall be allocated to the Blllmnalre Tax Health Account for RS
i‘PL@" o=t - health-care ﬁmdmg,(whxch miay include)éxpenditures to restore or address S

.+ " any’reductions in federal funding or state appropriations; investments to
. ':;?-_protect or enhance Medi-Cal and other health coverage programs for low-
' - and modérate-income individuals; support for safety net health care
. prowders serving valnerable populatnons preventing or mitigating facility
closures or reductions i in service levels; and other investments to support
health care access, coverage, benefits, f"undmg, services, and payments to
prov1ders _

© . (2) Ten percent shall be allocated to the Billionaire Tax Education and Food
. =+ Assistance Account for education-related and food assistance

-'expendmlres,iwhlch may mcludel«-- el vdin 19 both ofthe ’f"’ ! m"‘“}’“\j

e --@-f(A) Educat:on-related expendxtures to restore or address any reductions in
'  federal fundmg or state appropriations, or to make investments to

n . protect or enhance the kmdergarten through grade ffourieen|public
T educatton system ' ‘
| [
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' : (B) Food assxstance expend1tures to restore or address any reductlons in <7
co ! federal funding or state appropriations, or further investments in Ly
o {programs such as|CalFresh (CaIFAP‘}CalFood\or California’s )
- -‘% o )vaersal)eﬂealsgbrogram}for school meals, ' N
Q- j ?"’ogr“&wm.,,e_
o (c) The Leg;slature shall have the authorny to appropnate up tof$22.5 billioteach
_ ; Dail ﬁscal year from the Billionaire Tax Health Account and up to$2.5 billior each ]
- S . year from the. Billionaire Tax Education and Food Assistance Account, The % N
_ }-\’* _ 3 Leglslature may appropnate lower amounts if it determines that retaining funds b S <.
o “in reserve 13 needed to ﬂ.lrther the purpOSes of the measure. 3 %" % s,, &
o S il
N (d) " The approprlatlon of 1 moneys from the Reserve Fund shall not be used as - ° o\ Q_(:
b justification for reducing, eliminating, or failing to increase other state 0 t:‘f/ % !
.\f approprlatrons for health care, education, or food assistance programs. The o MC:} B '%:“
, _appropriation of funds from this measure shall not be used to supplant existing %" R
' : ‘state funds for health:care, educatlon or-food assistance programs. %S «.g P g-
o MR T A
(o) - -,The D:rector of Fmance shall transfer to the Franchlse Tax Board, as a start-up '\‘,‘\ E"i % a 5:3
~ A . " loan from the Reserve Fund or General Fund, up to{350 mnlhoh\for the first NG N 5 0
44 -, . oyear following passage of thrs}(ct for actual and necessary costs in 4\75}..3.“. = >
w00 7. adniinistering it duties under thxs/ﬁ(ct and for évaluating their efficacy. Any < g “‘%’ ~}_\?
v - By Joari made pursuant to thrs(""g‘r@fﬂshall be repaid with taxes collected \g‘ .,%m Ly
€y . .o0°C o pursuant:to the 2026 Billionaire Tax Act and prior to making any expenditures & o ©
2 = }gj © ‘or appropriations from the Reserve Fund. In.subsequent years, the Franchise \‘Q‘ b
e = g [ Tax Board shall be annually reimbursed from the Reserve Fund for actual and &
& 0 &' 7 necessary costs in administering its dutics under thxs,@(ct and for evaluating &
N g - their efficacy, Any interagency agreements ésitered into by the@_oa_fjorm %
e = administration of this /A(ct shall be covered by the amounts provided in this \ 8,
@' . Iparagraph ‘ ,
= ' Lg P me‘ubcinh%‘avmwu 7 F ot chise
lf; o Upon enactment of the 2026 Billionaire Tax Act and each fiscal year thereafter = T&%
T * " that the.Reserve Fund is in existence, the Department of Finance, in 2 Bosed
-consultation with relévant state agencres shall provrde to the Legislature all the = v

followmg 1nformat10n*

- O} ‘The current halance in the Reserve Fund as of the reportmg datrfj[:N

o (2) The estlmated revenue to be generated for the Reserve Fund for the

L ‘as. defined in subdlwsnon (f;}f)

- ., ~-curfent fiscal year, and for the period for which the 2026 Billionaire Tax
e 'Act is antnclpated to generate revenues for the Reserve Fun 'g;;

"The esnmated and, where reasonably deterrmnable, actual amounts
réquired to réstore.reductions in federal fundmg and state appropriations,
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(4) Proposed expendttures from the Reserve Fund for the coming fiscal year
. ..intended to restore reductions.in federal fundmg and state approprtatlons
s deﬁned in. subdmston (}D

e (5) . 'Past expendttures, if any, from the Reserve Fund, and thetr alloeatxonsg %

o : ":('6) : The arnount if any, recommended to be held in reserve for subsequent
C [fiscal years | based on anttctpated ﬁtture reductions in federal funding and

' ‘f ‘('7)" A certtﬁeatxon that moneys from the Reserve Fund are not being used to
o 'supplant or replace state fundmg that would otherwise be appropriated.

o (g'). ' Upon a deterrmnatton by the Dtrector of the Department of Finance that all
" revenues from the 2026 Billionaire Tax Act have been collected and spent the
I :Legtslature shall have the authonty to ahohsh the Reserve Fund,

(h) . For purposes of thlS sectto fae

S (1) "‘Reductlons in federal funding” and other references to reductions or cuts
-, in'federal fundmg mean any decrease in federal financial participation,
o _"Igrants, payrents, retmbursements, or other federal funding provided to
- Californja for health care, education, or food assistance programs, when
f’n a{ m;;m +. compared to state fiscal. year 2024525 levels, adjusted for inflation and )
., _population growth, including,but not limited to; 1ons in_._ s £
' "',’»‘- Medicaid’s Federal Medical }(smstance}r"’ercentages E‘hanges N
. ‘infederal eligibility rules that reduce covered populattons, (i) Reductions z
. in federal discretionary appropriations @E’aps or limitations on federal
provider taxes or directed payments,ﬁyt‘ork requtrements or other (F
- - :administrative conditions that reduce enrollment; (vi)\Reductions in =

* - réfroactive coverage pertods {(vii) Implementation efr H R. I, 119th Cong. }

Qg) _
”'ts;‘}

et
T

{(2025), Pub, L. No. 119-21, 139 Stat, 72 (2025);Jor {viiL}@ther reductions ()
R in federal funding that threaten or cause reductions in Medi-Cal or other =
Wy T health care coverage, access, benefits, funding, programs, services and
- %-».. 3 ‘ _payments to providers that affect low- and moderate-income individuals, ?
e T2 : ;_to statewide education or food: ass:stance funding, or to the health care
o g . safety: net more generally. Lo
W g g '

L t2) “Reduettons in state approprtatlons” or other references to reductions or
‘cuts in state appropriations mean a decrease in appropriations for any and
; all statewnde health care, education, or food assistance programs below

i .

-%éf [ e
S

o o state fiscal year 202445 levels that result in reductions to Medi-Cal or
3 -5 other health care coverage, access, benefits, funding, programs, services,
LV g,, -and payments to providers that affect low- and moderate-income
(OIS T ;;a _;‘mdmduals, unless these reducttons are caused by documented caseload,
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B o -‘ﬁreductlons, or reductions in State appropriations for public kindergarten

- .- :E- (3) : :“Reserve Fund“ refers to the 2026 Bt[llonalre Tax Reserve Fund.
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NS :.;; 'enrollment or populatmﬂ declmes that are independent of federal funding

= through grade{fouﬁé}ﬂeducatmn programs or food assistance programs.

o
fg—“?’;t Part 2’{&13 added to Dlvision 2, of the Revenue and Taxahon Code, to read:

; -
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- ['Part 27 2026 Bllltonalre Tax Ac@}m{ A t c‘.«:u,f.s’ amt Cﬁm"‘t@t"cffd J

. Chapter 1 Il]‘lpOSltion of Tax on Personai Wenlih 1 in- ‘Excess of $1 Billion in Net}
Worth b :Cw@@@ mm'tett Sm,att g__,fa,,g«rf C@m.;,@wwj

C’I‘hls part shall be known, and may be clted as the 2026 Billionaire Tax Act.

50301’4\

C..(a) An excise tax is 1mposed for tax year 2026 on the activity of sustaining

excessive acemulations of wealth by applicable individuals with net worth of

ONne—-(§7 billion dollars (§1,000,000,000) or more, and on applicable trusts. For
purposes of thls}"art ‘whether an'individual or trust is an applicable individual

" orapplicable trust is determmed as of the tax obligation date, and the amount of
net worth subject o tax is measured as of the valuation date. For purposes of
.-this ,S’esctlonZand for subdivision (c) of Section 5030 )respecting the ﬁlmg of

s

%‘

)ﬁ,

ol O

o
=AY

h)
£,

(b) For 1nd1v1duals and trusts on whom tax is 1mposed under subdivision (a), the
- tax nnposed is 5 percent of the net worth of such individual or trust, In the case
- of ad[individual (other than a trust)|having et worth less thanfS1.1 billiony

i S

s wmw-; *

returns, a married couple shal] be cord as one mlwdual | N

‘ C commencl'

] f i
one hundred

doliawms

\

oo

one &l

Wy

e

-:($1;100,000,000), the tax imposed by this /S(ectlon shall be reduced by 0.1

i
Py

, L
3 \f\!, QA)‘;‘V& v

Ot her Lhoun &"‘%W‘féﬁ

- ‘ereentage point (butnot below zerﬂfor each($2 milliom($2,000,000) by Fase i Hion
2 'HA f?d" wﬂ:chgg—— uch)person’s net worth falls betow(§1:1 billion}{$1,100,000,000). In the

dolla vy

_...case of anfiindividual other than a trust ho opts to mltlate ah ©ptional
,!géferral Account/(® (pursiant to ectlon@wj;@assets attached to the
‘ ODA are not subject to' tax under thls/S’ectlon until specified by Sectlon 50304,

(c) Except as provnded in subdw:swn (b), any additional tax payable as a result of
© . this Section or Section 50304 for any tax year shall be reported with, and is due
af the same time as, the annual income ‘taxes of a taxpaycr under Part 10
- {commencing with Section 17001), A taxpayer owing any additional tax
- imposed under thls/S(ectlon shall have the option either to (1) pay any tax due
- under thf&/lfart along with any income tax owed for the 2026 tax year; or (2)
i pay annually in ﬁve equal mstallments commcncmg in the year the tax is due,

(oph), W,mw—
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SEC. 6. Section 17220 of the Revenue and Taxation Code is amended to read:

17220, (a) Section 164(a)(3) of the Internal Revenue Code, relating to the deductibility of state,
local, and foreign income, war profits, and excess profits taxes, shall not apply.

(b) Section 164(b)(5) of the Internal Revenue Code, relating to general sales taxes, shall not
apply.

(c) Section 164(b)(6) of the Internal Revenue Code, relating to the limitation on individual
deductions for taxable years 2018 to 2025, shall not apply.

(d) In addition to the provisions of Section 164(c) of the Intetnal Revenue Code, relating to
deduction denied in case of certain taxes, no deduction shall be allowed for any tax imposed
under Chapter 10.5 (commencing with Section 17935), Chapter 10.6 (commencing with Section
17941), or Chapter 10.7 (commencing with Section 17948) of this part or under Part 11
(commencing with Section 23001).

(¢) No deduction shall be allowed for any tax imposed by the state on net worth, including the
2026 Billionaire Tax Act (Part 27 (commencing with Section 50300)) notwithstanding any other
provision of law, including Section 164(a)(2) of the Internal Revenue Code, relating to the
deductibility of taxes on personal properiy.
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o w1th each subsequent annual mstallment payment also being subject to an
© -annual nondeduetlble deferral charge of 7.5 percent of the remaining unpaid
S _balance : . .

C o (d) _At the time a return is filed pursuant to Sectlon‘ 18501 (reIatmg\ to.the ﬁlmg of

- an income tax\ngm@for the- 2026 tax year, every California resident individual
. ‘:.‘requll’ed fo filemg‘ha ] Aw e -}«&«,W g{;»-ﬁ\{z £ e ,’\ﬂ -

¢ e-%-,m}(%l ‘

._ H":blllfaﬁ)($l 000 000 009) as of the valuatlonw Joke.

S ) 'Submst a declaratlon of the amount of any additional tax that is owed
"o under. thls;P'art fogether with any forms created by the/Ffa CATSE Tak,

' 7"13) Declare that the mdmdual’s net assets were worth less than or equal to. 7

' /B(oard for calculating any additional tax owed under thlS/E‘art along with
.+ any required appraisals or other evidence of fair market value, In the case
. ofan applicable individual who is not required to make a return under
‘Il/h‘ﬂ(ﬂ . Section 18501, fuch)individual shall submit, at the time and in the manner
LT iorfiling otherwise required for the making of an income tax return, the
S -_deelaratmn, forms appraxsals, or ev:dence descnbed in this paragraph

‘_(e) ﬂFran&mZ € T"z(}Board audlt re3p0n31bll|ty

(1) Theﬁ/oard shall examine all returns submitted in accordance with this art
' and shall determine the correét amount of the tax under this Part. The

~;/Board shall:also-examine all certifications or returns of taxpayers when the
R ,_pard reasonably belicves the taxpayers should have paid the tax 1mposed
i :-'by this ’,F’Zu't Without limiting-any other powers of the Board, in examining

'+ the returns made by taxpayers and examinin whether returns should have

;0 been'made by taXpayers but were not the)Bﬁard has all powers prov1ded‘

i Sectlon 19504 _ ' _

S @ 5Notvsrlthstandmg the prewous paragraph theﬁéard retains the authorlty to
+0, ‘use'its sound discretion as to the length and nature of the examination that
s appropr:ate under the cnreumstances ‘

Lhapter 2 Computation 0f Net Worth}’” [ .ﬁmﬁw% & and Srnail caps, Contere. ]

50302, FENE o
C‘. Genume debts and other habllmes owed by the taxpayer shall be taken into account for

purposes of determmmg the taxpayer $ net worth, In addition, debts and liabilities shall
be taken into account subject to the following limitations:

SUBJECT TO COURT
ORDERED CHANGES




[‘F;,,hl,%/ f’@)ﬁ% &ﬁ f‘h’{h Q&MJW U/ﬁ ég“?lﬁ'a(v E |

R /'Pheett%eanhmmiwﬂ‘ﬂameth—*- AN _ —Papeldof33--

(a) Recourse debts for whrch the taxpayer is fu]ly personally liable, without any
limitations other than those ansmg from bankruptcy law, shall be fully taken
“into account, '

by -In the case of debts other than recourse debts described in subdivision (a), for
.« . each{Such\debt or liability, the amount that may be taken into account shall not
~- - exceed the amounts includéd in the taxpayer’s net worth on account of the
- :‘iassets servmg as, coIIateral for the debt or habthty

ey lDebts and other llabllltles of a taxpayer $ sole proprtetorshtp shall reduce net
0 worthas if they were débts or other liabilities of the taxpayer. The taxpayer’s
- ... net worth shall not be reduced by the amount of debts or othier liabilities of a

e V.V_jtlpartnershtp, limited liability company, or other business ntity (Gthen than a ety

soiefﬁroprretorshrp) which)are allocated to the taxpayer for purposes of O e </

p o PY“!‘Q 't""ditf\\fy 5 7 computing taX, except to the extent that the taxpayer is personally liable for s

‘Hw:t’ - :u@debt or other habthty

_ _-,('d)' A taxpayer s net: worth shall not be redueed by the taxpayer S guarantee of
= another s debts or other habrltttes S :

R (e ’No debt or habtltty, mcludtrtg recourse debts descrtbed in subdwrsron (a), shall -

{ : . “‘reduce-net. woith if the debt or ltabxltty is owed to a related person or persons;
o @ﬁ' the existerice or amount of the liability i contingent on fiture events that
“are substantially uncertain to’ oeeur or that are substantially uncertain to-occur

“within the subsequent five years; or if the debt or liability was not negotiated

o for at arm’s length. Additionally, no amounts shall be taken into account for

T 3 arty[such?debt or- habtltty unless market rates of i mterest are being charged to

T - the taxpayer. Lo

e (D) ?--,A pledge to make a subsequent eontrtbutton to a charitable or philanthropic '
.. 7 “organization shall not rediice net worth unjesstichipledge is legally Haat
"« ¢énforceablé by the organization to which suchcontribution is pledged, and in |
L ‘any evert no Mpledge may reduce net worth iff5 uelq pledge is entered mto ) \
e Lo after Oetober 15,2025. ‘

o Ag) Any debts or’ Itabtltttes of a taxpayer in exehange for which the taxpayer is
© % eititled to receive future benefits or futire ownership rights, Such aba
. “contractual obltgatron to coniribute to an entity ata future date, shall only
L .reduce net worth to the extent that.

i nehad !‘t\tj

- (1) o ‘The value of those future benefrts or ownershrps rights is included in the
SRR taxpayer 8 netgassets, or ) a£5es, :

- (2) V,The taxpayer can demonstrate, through clear and convineing evidence,
. that the:amount owed under the debt or Irabtlrty is in excess of any future

'SUBJECT TO COURT
ORDERED CHANGES
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. -,beneﬂts ar ownershlp rlghts that are not ;neluded in the taxpayer’s net
‘ ‘assets ‘ :

| '(3_)":. In the case of a legally enforceable pledge to make a subsequent

contribution to & charitable ot philanthropic organization, the value of any
future benefits received:in exchange shall be zero, except to the extent that

-Hq o g 2 ___‘beneﬁts would constitute a substantial benefit for purposes of

determm:ng the oontnbutor ] chantable contrlbutlon deduction,

. nless otherw1se speelﬁed by the ,B'oard and except as otherwxse speclﬁed in

e thls/%ctmn, the fair market value of each asset owned by a taxpayer is the

- price at which the asset would change hands between a willing buyer and a
“willing: seller, neither: being under any cotnpulsion to buy or to sell, and both

- having reasonable knowledge of relevant facts, The location of an asset shall be
. taken into account wherever appropriate. For an asset that is generally obtained
" by the public in the'retail market, the fair market value of the asset is the price

-t which the item or a comparable item would be sold at retail. The fair market

o flvalue ofan as.set shall not. b.p, 2i- mw ol tm F@t!omﬂ\nf}

AR

| (1) The prlce that a foreed sale of the property wouldfproduoe, o}}vm vo drace -

T

oY (2) The sales pnce ina market other than that in which the property is most

®

R commonly sold to-the public, if the price inguchjmarket would result in a i
© - "lower fair market value, except in the case of property subject fo Section

423, relating to the valuation of réstricted open-space land,
Treedvelan

' Any feature of an asset ,such T@a shareholger rights plan, shall not be taken
- into account in determining‘the asset’s value where a significant purpose and

effect of addmg the feature is fo reduce the appraised value of the asset. No

. valuation or other discount shall be taken into account ifgucBidiscount would v %mﬁ.

“have the effect of reducing the value of a partial interest in an asset below the

R taxpayer s pro rata pOl‘thﬂ of the value of the entire asset.

The follewmg valuatlon methods exelusxons, and reporting requirements shall

g apply to the followmg speclﬁc asset types

B 7_ (1) For all pubhcly traded assets the fair market value of the asset shall be

presumed 1o be the asset’s market trading value on the valhation date, as
‘ deﬁned in subdmsmn (o) of Seotlon 50308.

B _ (2) _"E;For all sole propnetorshlps, all assets owned by or held through a sole

S propnetorshlp shall be reported and valued as though they were directly
- owned and held by the taxpayer and not through a sole proprietorship.

SUBJECT TO COURT
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(3) Except assets and entmes governed by paragraphs (1) and (2), for all

interests:in any buginess entities, including all equity and ownership

‘ | . _mterests, all debt interests, and all other contractual or noncontractual
o fmterests, valuatmn shall be conducted as follows:

N (A)
| ﬁled pursuant to this ﬁ;’hapter

The taxpayer shall report the followmg at the time when forms are

s (1) The percentage of the busmoss entlty owned by the taxpaye&)?

o @
(u) The bool{ value of the busmess entity as of the end of the tax _

© yéar, determined according to generally accepted accounting
prmo:ple@

1

T (ux) The book profits of the busmess entity in the tax year aocordmg

©

. to generally accepted accounting pnncnples For purposes of this
. paragraph, “the tax year” of the business entity means the latest

- tax:year of the business entity endmg within or with the tax year

- ‘of the taxpayer

- If the: reportlng required under subparagraph (A) is impossible

- because the taxpayer lacks mformatlon on the book value or the book

: profits of the busiriess ent:ty and also lacks the right to obtain that
- " information, the taxpayer must submit a cort:ﬁed appralsal of all of

S Athe taxpayer s interests m the busmess entity.

©

'For any interests that confer voting or other direct control rights, the
: percéntage of the business entity owned by the taxpayer shall be

. presumed to be not less than the taxpayer’s percentage of the overall
- votmg or other dlrect oontrol rlghts

- For any proﬁts mterests ina: busmess entlty, the percentage of the
' entity ownéd by the taxpayer shall be presumed to be not less than the
‘ maxlmumisuoﬁlpercentage interest of the entity’s profits the taxpayer

B T

‘may earq, without respect to whether §uch profits interest is subject to

—-Page-14-0f 32—

that

a eondltlon precedent that has not yet been met.

- (E) __Except for assets and en’utles govemed by paragraphs ¢y and (2), for

= alls other intefests in any business entltxes,__ncludmg all equity and

AN

. +other ownership intérests, all debt interests, and all other contractual
oo noncontractual mterests, the fair market value of those interests at

L the: ‘end of any tax year shall be presumed to be the sum of the book

value of the business entity according to generally accepted

: -accounting principles as of the end of the tax year plus a present-

.- 'value:multiplier of 7.5 tiinesthe annual book profits of the business

SUBJEGT TO COURT
ORDERED CHANGES
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hs averaged over the current tax year and the preceding two

L a\;a,)%wg_ﬁ — tax years, if@@vailable—according to generally accepted accounting

principles, with this entire sum then multiplied by the percentage of
. - the business entity owned by the taxpayer as of the end of the tax

ol year. In the case of a private equity entity, this valus shall not be less

' than the sum of the/value (addetermined under this §ubdivision)jof Cldivisieng
- each entity owned by the private equity entity, over fhe liabilitiegs -

o O‘H" - “’“’:ﬁ“ﬁ“l'i'otheélthanpro'ﬁ'ts interests)lof the private equity entity, For purposes

dollars . T

. of this subparagraph, if the average book profits over the relevant Interests,
~ period are less than zero, they shall be treated as zero. The Board may
 permit’a takpayer to compute book value and book profits using an
accounting method other than generally accepted accounting
- principles if the business to-be valued consistently maintains its
books and records and reports income and expenses using Eucm other st
. method. - - : ‘

P ® I the taxpayer or the  Board.can demonstrate with clear and IJ

. convincing evidence that the presumed value under subparagrap
~(C); (D), or (B) would substantially overstate or understate the actual
" oovalueof the business entity owned by the tax ayer or the percentage
-, owned by the taxpayer, the taxpayer or the ,B’Eard may instead submit
- certified appraisal of the percentage of the business entity owned by
the taxpayer and then use the certified appraisal value in place of the

. presumed percentage method.

All mterests in ﬁﬁy real __propeﬁy held directly by a taxpayer or held via a
-+ - revocable trust shall not be included ii1 net worth. To the extent valuation

. of redl property is required, the value used for calculating the property
" -factor of the Corporate Income Tax, under Section 25129, is to be used.

©) .
- located outside California forat lcast 270 days during 2026, except that an

o of that indiyidualf)f”

L e el T (B) For purposes of.determiﬁing whether an individual’s net worth is in
Cone-biflon

- “purpose of avoiding tax.
©

S (A): An in'd;i\‘fi.dual?s-nét worth in'pl.udes the net woith of any grantor trust

Tangible personal propeity located outside California is excluded if

asset shall riot be so excluded if relocated temporarily with a substantial

For 4ll interests intrusts, net worth shall be determined as follows:

hundred mitliona
&
S

J;

One willisn one

~_excess of $Tbillion ($1,000,000,000) or$T.1 billion\

Goiiae

- ($1,100,000,000) under subdivision (a) of Section 50301, net worth
- shall'include the value of preperty held by any frust (othar than a

i L grantor trust-or tax-exenipt(frasf))to which the individual transfers or o, odher

iy
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e i has transferred property To the extent consistent w1th the Umted
© . States and Callfomla Constitutions, net ‘worth shall for all purposes

o . iriclude the value of property held by any ffist (othenthan a grantor . S‘%") oVhe v

“trust or tax-exempt Yrust)to which the individual transfers property in

o . 72026,and gevenfy'-f‘w &ypercent of the'value of §Uch, property _ ’}“hﬁn”"r

transferrod in 2025. If more than one individual has transferred
'; property to any such trust, the contributing individual’s net worth, for

L ©

., resident in California, the beneficiary shall be deemed the owner of

y Jreof g"“ﬂd

| (B)

’}% ml 1\‘.‘»\f\0?0‘ ks

- whatever purpose considered, shall be increased by a proportlon of

o . the walue of the trust property, where that proportion is equal to the
.- share of the value of all property transferred to the trust that was

: transferred by that mdrvrdual
I the case of the bcnefiorary of' a trust, whether or not the trust is

- the trust’s assets to the extent that the assets are distributable to the
"beneﬁclary, whether distributed or not. However, a trust beneﬁclary

. ghall not be deemcd the owner of any trust asset if the. trust is an

o _appllcable trust.

(7) The foIlowmg categones of assets shall be exempt fmm all taxation under

thrs part and also from the reportmg requlrements of this /S’cctron

(A) Except as descrlbod in subparagraph (B), qualified pensions and

individual retirement arrangements, including those described by

- Section 219(g)(5) «of the Internal Revenue Code, or foreign pension
- arrdngements similar il nature to those described in that Section and

; excmpted f'romutaxatron by a treaty obhgatron of the United

T ‘State

_Amounts held in Roth IRA or other Roth-type retirement

- arrangémérits or: any substantlally similar accounts, except to the
-~ extent that the aggregate value in all Suchiaccounts in which the ob-+hose
" taxpayer holds a beneficial 1nterest gither directly or indirectly,.

€ excoeds $10 rmlll ($10 000 000) in present value@—ﬂ’

CD*’"\F@MMW\ orner”

(®)] Non walitied doferredé g nsggggigt_llg,)thana contmgent profits

Mand any other promises of future payments specified by the

Ththeve 51

: /B'oard except that any pension, deferred compensation amount, or

. other payment for goods or services, not described in subparagraphs
(A) and (B), shall be treated asa taxable asset of the taxpayer if:

(1) Under the ‘terms of a componsatron anangement plan, contract,

: or.other arrangement providing for@n—fjfhe taxpayer has & € oo™ erily
- legally binding right as of the end o the tax year to@ .
payment{)»fﬁ-* L : _ it

K o

SUBJECT 70O COURT
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o = . The compensation has not been actually or constructively

- Avaded, pit _ Tothel
i e ay exclude up to{$5 milliok ($5,000,000) of total asset value of those

- received on or before the end of the yeafg’

o :(iii) Piirsuant to the cq1ﬁpensati0n arrangement, the payment is

payable to, or on behalf of; the taxpayer on or after the end of
the year. - - S - :

-' (D) ﬁE_xéépf as'séts‘exempted or excluded, a taxpayer must treat assets

. described in this paragraph as though they were held directly, and not

e in'a tax-favored account,

B (B) “In the case of a defined bensfit plan not otherwise exempt under this

®

section, an amount equal to the present value of the taxpayer’s
accrued benefit on the last day of the tax year is treated as included
by the taxpayer in the taxpayer’s net worth,

'lfhe;_@_quard. shall,adopt regulations regarding the taxability of receivables .

and similar assets under this Part, Subject to the requirements of this

- subdivision, the Board may exemipt cértain reccivables and similar assets

from all taxation under this Part and from the ;;porting requirements of

_ ithisPS'ectior{. In adoptingSuchiregulations, the Board shall consider ”H“ e,
- Whether a taxpayer is reasonably likely to receive payment from a -
‘particular type of receivable. All receivables shall be included in net worth

- ~under thisPart until the ﬁqard has adopted regulations,
~ - other than those that are publiclyitraded, intellectual property rights, debts
. -and other liabilities. owed to the faxpayer (other\than those that are

For.ali ottier assets, including art'and gollectibles; financial instruments

, : —Toylpaneys Obngy
publiclyftraded),\and vehicles and other personal propetty, the taxpayer as 3} i

five miviiea,

e QID t ‘_"!“_‘j’, 5 ot requirements of:this /S’éétion. With the exception of assets so excluded, a
' : ' . taxpayer must report the fair market value of those assets, and for each
:."agset or group of substantially interchangeable(aEgets (such/as derivative
- contracts relating to the same.underlying §&ctrity) worth in excess of §

| one mwith F‘.Vi, .

combined assets, regardless of type, from net worth and from the reporting

g.ssets, ’mc:!u&?nog '

o

Aolbars .

| . .

\Q}'illién]('$1§0'00,000)', the taxpaye_,rishall submit a certified appraisal. Securitt b

(10) Inno case.shall the value of an asset be determined to be less than the

amoiint- for which Such)asset is insured, In the case of a business entity, in

no case shall the value of/Such) entity be less than the valuation reflected in

any funding round or other sale of equity occurring within two years of the

* - valuation date, unless the taxpayer can show by clear and convineing

L

_-evidence thaftjﬁ’ﬁ?mvaluation-would significantly overstate the value of the

" entity,

"' SUBJEGT TO COURT
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. . -(11y Net:worth shall include. the value of any property the individual '
' '7" AI“MJ‘QF@VV@@/ o Jransfesred (other)than property transferted to a trust described-abgye)for QL’DV@)
U oHer i less than fair market value after October; 15, 2025, if/§Gigh property either b
... . - considered alone or together with other substantially interchangeable !

.+ v iransferred items has a fair market value'in excess of 1 million ) One milion
o (81,000,000). An gsset included In the net worth of the transferor as 4 cbo ) isr@V:S“_

-+ result of this subparagraphishall not be included in the net worth of the

O trangferee, | '_[f__ﬁiwaﬁwaﬁk ¥

S L (12)Any ass'été' bf a bégsbh who cs{ui 'b‘,e Ev:,_I'z:t_inif':_l:l as a'deﬁendent' that are in
T . -excess.of fifty thousarid dollars (§50,000)in aggregate shall be deemed to

be assets of the taxpayer who-can claim them as a dependent.

. Chapter3 éﬁiional-jje_fér}al.ﬁécOﬁnfs for Qualifying Liii'uidiity Constrain'e"t'!ﬁ}
+ \Taxpayers, w{ ‘3 [,t,,mw ﬁze nd Snall Cap sy Mﬂ'ﬁ’"&?«w@fg
((;)‘_ The )36.ard_shall develop an optional deferral account contract and related forms
_foran optional deferral account, also referred to herein as an “ODA,” in order
- to'create a'binding contractial agreement between a taxpayer and the State, A
+ - -qualifying taxpayer may opt to sign the contract to initiate an ODA under this
_ - Part. Tobe a qualifying taxpayer, an individual must file a declaration thiat the
- amount of additional tax that would be owed as a result of this{Part (withoul the

would exceed the sum of the combined value of all of the Fﬂri% ot
.- ' tax¥payers’ assets which are subject to the valuation rules of paragraph (1) of Wirhe
- subdivision (c) of Section 50303; that is, only individuals who would owe
.- additiorial tax as a result of this./f{art in excess of the combined total value of all
o o of the individual’s publicly traded asséts shall be qualifying taxpayers. As part
o of this contract, the qualifying taxpayer opting to initiate'an ODA shall agree
o S (1) File all _annilz}l ihformét-ional fetu'njﬁ and forms as described and specified
B ' _ii'n_thi's/S’ection; S :

(2) _'f Rcéonciie and ﬁay all tax'rliabjlitie:-s that niay arise as a result of the ODA@%;_

" {3) ‘Be subject to pérsonal jurisdiction in this/B_{ate for purposes of the

. collection of:any tax imposed by this Part and of satisfying any reporting
: . requirements imposed by this s Part, together with any related interest or
" penalties imposed on the taxpayer by this,/?fate,' with respect to the ODA,

o (b) :'I‘-he‘:_c_:ontjfact shall be:legallyr binding _cjﬁ the taxpayer, and also on the
- S L tgx_payer;’s estate and _as’signs‘, until]sucﬁ time asjeither the taxpayer or the

CD :
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taxpayer s estate or asmgns reconcxles and appropnately closes the ODA by
fully liquidating the accumulated tax clalms and then paymg all tax due on the
l:quldated tax clalms : :

(e) A taxpayer may mainfain only one ODA A taxpayer may only attach assets or
~“groups of assets to an ODA to the extent that the amount of additional tax that
‘would: be owed as'a result of Sectxon[SOBOI (withoutythe use of an@m)would

®age19.0£32-2..

5 0% O ( W iHﬂ ad + - exceed the sum of the combined value of all of the taxpayers’ assets subject to

( “}Bﬁ@wﬁﬁ

“the valiwation rules of paragraph (1) of subdivision (c) of Section 50303, In
- order to attach any assets or roups of assets to an ODA, a taxpayer shall

[_reggft:} re@::r ;};av"%’i"\ —jeh.e.»:»;uﬂawﬁ’w, =
(I) The year m whlch the ODA Was mxtiate@——— ;n S ade ﬁz

(2) A hst of all assets or groups of assets to whlch the ODA is to be attached
L for the current year -

(d) If a taxpayer has matlated an. ODA untll that ODA has beenreconciled and
- closed, the taxpayer shall annually report any material distribution transactions
made w1th regard to the ODA, and shall complete and file any forms provided

by the Board for that purpose. The taxpayershall continue to annually. make
(Suchireports until the taxpayer has reconciled the ODA(s0 as to fully hqmdaﬂ

o
7

“the accumulated tax claims and\_t_q)then/ﬁéﬂall tax owed onSuchiliquidated tax

dOC»\:j\m}

“t"ho.f‘e; -7

- elaims; As-a component of the legal contract signed by the taxpayer upon
tmttatmg an. ODA. @L@repomng reqmrements shall continue even if and after
- the taxpayer is no longer a resident of Cahfomla, within the meaning of
.-Sections 17014 and 17015.5, and shall then be enforced as a legally binding

- contract with the,State Fallure to make annual reports and file any required
forms shall be treated as a breach of contract and shall also be subject to the
- same penalties a5 a fanlure to-file income tax forms for California residents who
are reqiired to file income tax forms. Upon. the death of any taxpayer who has
mmated an ODA that has not been fully reconciled and closed, that taxpayer’s
estate and -assigns shall be required to reconcile the OD A(So agjto Tully
hquldate the dccumulated. tax claims and to then pay all tax Gwed on Suchy,
 liquidated tax claims; treating these clalms as an unpaid tax lzabtllty of the
taxpayer owed to the /Sfate :

(e) The taxpa er’s accumulated unllqu:dated tax w;thholdmg percentage shall be
qual to(fiv percent

(f) The followmg w:thdrawals and transactlons shall be deemed to be material

dlstrlbutlon transacnons that the taxpayer must report annuatly:

o A thhdrawal of honey, prOperty, or other value from any assets to which

L the ODA is. attacﬁ%_o)fi,ml
IR }aata&
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N T(Zj ' A_-tfaﬁ_sabtion with the taxp‘ay@r, dr:a,rela'ted person to the taxpayer, that
. . . hasthe effect of transferring any assets or value of assets to which an
~ ‘ODA is attached without also transferring the ODA obligations.

" L @® NéﬁWitHStandingf s_libdivis-ion:(f),zé7m'ate:1"ial‘dist:ibuti0n transaction shall not

~« include ordinary and necessary transactions for maintaining or increasing the
-+ .. value of assets to which an ODA is attached and that would not have the effect
- of distributing ariy profits, dividends, or other payments to owners for the use

.. -ofcapital, of similar transfers.

Board shall provide guidance for specifying what sorts of transactions are

‘4o be treated as material distibution transactions and for specifying that

. transfers:made in. the ordinary cotirse of a trade or business and exchanges of

*-non-réadily tradable asséts shall not be treated as material distribution
transactions. For any(Suchmaterial distribution transactions, the taxpayer shall

- report the fair market value withdrawri from the assets to which the ODA is
. attached or otherwise transferred or used for the benefit of the taxpayer or of a
. related person. . - e L :

: Q, | :.‘..

(1) The taxpayer shall multiply the taxpayer’s accumulated unliquidated tax
- -withholding percentage by the fair market value, as determined under Section
- 50303, of all material distribution transactions for the tax year. There shall be a
‘tax imposed on the taxpayer in the:amount of the, resulting product. Any
~additional tax payable as a result of this;}%c'tion for any tax year shall be
- payable-along with any income tax owed for that tax year. '

h (_]) Any taxpayer maihtaining an ODA who has, had any material distribution

o tfa;qsactighs'ei_thet in the current year or in any prior year shall annually report
- all@—uo{‘ ;Ewhe;d"‘.{c;\fmw“\;mg: R
(1) The.year in which the ODA was initiatetgﬂ;@ |
oL N (2) ‘A_l'i;s:t: of all assets or groups of asséts to which the ODA is currently
., attached or fo which-thie ODA has ever been fattachei."mi
R A R : Q
* . (3} The taxpayer’s running total of the aggregate fair market value of all
. ¢ -material distribution transactions.made with respect to the ODA.
. (k) If, jiri any :y'aér,‘.‘aEtgi)f{p}gyerwzlﬁid has prEViéu_sly irx‘itfate_d an ODA sells, disposes
.« - of, or otherwise terminates all of the taxpayer’s interests in the ODA and in all
~assets to which the ODA is attached, then after paying any tax owed as a result

s

of Ty suchytransactions that are material distribution transactions, as specified
- In'subdivision (f), the ODA is fully liquidated. At the end of any tax year, a
. taxpayer who has previously initiated an ODA may elect to close that ODA by

SUBJEGT TO COURT
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o ﬁhng a form bfovid‘ed- by the /B/oar‘d. 'Ifh'e taxpayer shall then reconcilé the ODA
L f‘purSI_Jan't;t_o_,sgbdi\'(ision.(l)'.- S - -

(). Prior to closing an ODA, a taxpayer shall withdraw any assets to which the
- ODA is attached and treat those withdrawals as material distribution
- -transactions pursuant to this 8ection. Section 50303 shall govern the
. -determination of the fair market value of any assets withdrawn from an ODA.
. As used jn this Section, the tefm “taxpayer” shall also include any estate or
. -assigns of a taxpayer made liable under this provision for satisfaction of the
- taxpdyer’s ODA. = - . : o '

—

C LChaPtel' 4, Certiﬂed Appralsalj)"[:b“*ﬂﬁ» (Mm:iz J'“ P {‘a,f?'f} Comt oo j

Any appraiser making a certified appraisal for the purposes of this Part shall

.. senda ¢opy of that certified appraisal to thegB’()ard, along with information
. sufficient for'identifying the taxpayer for whom the certified appraisal was

" prepared, and shall follow any applicable rulgs or other relevant instructions

. adopted by the Board.

L b) '_The/:EGar_d shall adopt regiilations, or publish guidance, further detailing the
. Tequirements-for Certified appraisals and for appraisers qualified to make
~eertified appraisals-for purposes of this €hapter. Rules and guidance shall be
. ‘based on the qualified-appraisal and qualified appraiser rules of Section
1.170A-17 of Title 26 of the Code of Federal Regulations.

(¢} Inthe case of any underpayment of tax attributable to a substantial or gross
~ overstatement or understaternent of valuation in a certified appraisal, the Board
‘may at its discretion impose:a penalty on the appraiser, as ifﬁ:h appraiser _Hq -
were “the taxpayer” for purposes of Section 50312, but no such penalty shall aj
. exceed 2 percent of the understatement of§ax (inlthe case of substantial te, T
.-overstatement ot understateément ofvaiation\or 4 percent of the '
. ,uhdefgfatémem]éf ax (in)the case of gross overstatement or understatement of \\}m ation ,

o (Chapfers Appaif-tionment and-Credi@,_j fiﬁ Aomine, Dond Pl _c@g ﬁ#/i’?“f"zﬂrﬁdj

- "f?Sfé'ndaljﬁ_apport_ioh_ment. As for apportionment of the tax imposed by this}”’art
. between multiple jurisdictions, the rules of this 8&ction shall apply. The rules in
“this Zhapter supersede other rules, including the rules concemning the division
- .of income for pirposes of part-year residence. One hundred percent of any tax
- imposed under Sections 50301 and 50304 is apportioned to California for all

'. SUBJECT TO COURT
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.~ applicable individuals and applicable trusts, without reduction or multiplier

- based on residency history, including whether dn individual was a California
-+ résident before the tax obligation date described in subdivision (n) of Section
50308, For purposes.of this Section, residency is determined under Sections

()

17014 and' 17015.5 as of the.tax obligation date,
_Altéma'tifze appoftidnm'ent. , -

Q) _:S_fa;idard method. The standard apportionment method under this Séction

 is the method specified in subdivision (a).

@) When alterriativé apportionment may be used. If the standard

© apportionment method does not fairly represent the extent to which the
taxpayer’s excessive wealth was accumulated in, or substantially sustained

. by, Califomia, the taxpayer may petition for or the Béard may require in a

. notice of proposed asséssment, vise of an alternative apportionment
. - method for all-or any part of the taxpayer’s wealth, Any alternative -

""" “mithod adopted under this subdivision shall be applied before the

i caloilation of any credit under Section 50307,

':(3) gﬁ etmﬁﬂhowing réquired; A 'p'etitioﬁ fs]:lall be granted only if the .

o dajﬁﬂp as

. petitioning party. proves by eclear and convincing evidence that both of the
following are trie: - 0 - _

A é eX}:ésSive \@(e;{;lth did not gubs;éntial_ly accumulate in Califérnizdv @

. {B) The excessive wealth was not éubStantially sustained in California for
- at least 365 days in the aggregate during the 48 month period ending
__on the valuation(date (as)defined infSection [}308(5)7.\

(9 Constitutional alternative. Altematively, a petitioning party may prevail by

- ‘establishing that the United States Constitution, the California
- Constitution, or federal law prohibits application of the standard mettiod to

- all ora portion of the taxpayer’s wealth.

R (S)Burdcnandproposed method, The petitioning party'bear's the burden to

- show the standard methiod is unfair or invalid and to propose a more fair

. “and reasonable method that is practicable to administer, When th_e,Bf)ard

+ .requires.an alternative method in a notice of proposed assessment, the

_ }6?ird Is the moving paity before the Office of Tax Appeals and bears this
- burden with respect to the alternative method, and the notice shall sfate

o _ with specificity the reasons the standard method is unfair and describe the

 proposed alternative method. -
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... (6. Minimum percentage; constitutional safety valve. Relief under this
- e L i subdivision shall not reduce the apportionment percentage below 25
_ Awém'\?_m, - Elpefdeﬁt, ug‘lgss the Office of Tax}ma court ongf“é?i&'ﬂ\ﬁnds on__ yevieu,
o 277 ... therecord that a lower percentage is required to avoid grossly :
5. . . . -disproportionate tagation in violation of the United States or California
' .- Constitutions or governing federal Iaw. In determining whether a tax is
grossly disproportionate, the Office of Tax Appealggand the courts shall

)
- considet whether the taxpayer’s net worth has a meaningful connection to
© -t .7 California, and shall reduce the apportionment percentage, including
25 __below(tWenity-fivepercent and, where appropriate, to zero, to the extent
: - . . necessary to avoid taxation that is arbitrary or out of all appropriate

o _proportion to the taxpayer’s contacts with-this State.

L o) ."'Reguilértrinﬁs';.-.-'.l‘.he - Board may adopt re'gﬁlfati_ons providing nonexclusive
e ;ex"hmp,les’of_accep_tabl_e.altemati‘ve methods and evidentiary showings,
o ﬂ‘cdnsijstqntwithrps_a’ragraph‘(Z).' L : o

7 {B) - To theextent that any provision or application of this,S/ec':ti‘on that
1. determines apportionment by reference to residency is held invalid,
.- unconstituional, or othérwise unenforceable, residency shall then be
" determined with respect to such provision or application pursuant to the
~ 7 tules governing the personal incoms tax in Part 10 (commencing with
T 1 Section’17001), including Sections 17014 and 17015.5.

a)  There shall be allowed as a credit against the tax imposed by this Part an
~amount equal to the taxpayer’s pro rata sharé of any taxes paid on a tax on net
~ -~wealth that is'also taxed under this, Part, where the pro rata share shall be the
- ‘ratio in which the numerator shall be the total number of days the taxpayer
- tesided within the other taxing state or jurisdiction during the 2026 tax year and
- the denominator shall be 365. For removal of doubt, because directly-held real
" - propertyis not taxed under this Part, no credits are allowed under this
- '_fsu];diviSion fpr_‘fta‘x_es on rﬁirectly-helat\rea] p;Qperty. A Vgcg_%j hedd

() Adctedit shall additionalty be allowed against taxes paid fn other jurisdictions to
-+ the extent required by the United States Constitution, '

R Eﬁﬁai’tﬁ.ﬁﬁ&l}&m“’ro"“w s and D@ﬁniﬁ0n§wf.fim'gﬂ,- and Sroall cags Certee® ‘:ﬂ

s

- C,For ;urposes ﬁf fhisfart,- the foliowing definitions shall applyay

¢
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S e L (8! ~Applicable individual? means, for the 2026 tax year, any individual who is a
s o resident of this Sfate, within the meaning of Sections 17014 and 17015.5, as of

" the fax obligation date specified in -sub‘div_isi—?h ).
S T hug e trther
L by “Applicable trust” means gny(trust_(oth‘é?ﬁhan a%rgntor trust or tax-exempt Hhat

"%ru st fifust),whether or no_t@?ﬁ\trust is 2 California resident, if an applicable
B T ndividual still living with net worth off$1 billion($1,000,000,000) orfiore (o
LT " any entity that would constitute 4 related erson with respect to(ﬁéh o M(DY'&) or
et ndivi -aﬁua,fj ./ individual)has transfetred property to/Sichtrust. If more than one individual - H,

_ 7" has transferred propetty to§HER\trust, a portion of the trust shall be treated as an ¢
... applicable trust; where the portion so treated shall be the same as the proportion '
- the .. :of the value of assets transferred to the trust by/uch applicablefindividual (or\ indrviduad, o
.. any entity that would constitute a related person with respect to : '

- [ndividual}holds to the total value of assets transferred to the trusf. In addition,
o any trust may elect to be an‘applicable trust by notifying the Board ofgtichy +hat”
oy oot celection by any method the,Board may designate, An individual with net worth
One. i‘)i 1 _i,_l' Bre - of L billion}($1,000,000,000) or more who has transferred property to an
deffavs “’H’f .~ ..applicable trust may elect to treat/SUCR\trust as part of the net worth of §uchy
At ;@ " individual by nofifyinp.the Board ofgichielection by any method the Board

- may designate, In the case of§uch ag election, the trust shall not be separately
-+ -subjeet to'tax under Section 50301, Haaet

ne _-b?_l!;

O

I}

| R “Board” means the Franchise Tax Board. -
- (d) -, “Deperident” shall have the same meaﬁi;hg'zifséthat term is defined in Section

ol oL
. Xe) - “Grantor trust” meas any trust whichjwould be a grantor trust for purposes of
.t . . the'ingome tax, and also any trust the assets of which would be incltided in the
R e*s‘taté__Qf the '_gralit_q_r"-fo;' purposes of federal transfer tax, - :

B “Net worth™ means the total valuc of all assets and property interests taken into
"+ account for thé taxpayer and their spouse worldwide under Section 50303 and
R other applicable provisions of this Zait as of the valuation date specified in
' 7% aF ~ -subdivision (0), wherever/Such)spouse is resident, reduced by the total value of
- all'debts and other Liabilities, to the extentSuch reductions are permitted under +he.
. Section 50302, For the avoidance of doubt; asscts faken into account under
 Section 50303 as of the valuation date.are included in net worth even if
. ~acquired after the tax obligation date, and interests disposed of before the
- valuation date are excluded from net worth, except to the extent this Part,
including,but not limited to, Sections 5 0303 and 50312, requires transferred,
A%+ recharacterized, or trust-held assets or other property interests to be included in

~ . the taxpayer's networth. -

SUBJECT TO COURT
ED CHANGES
ORDERED CH | o1




L

-

[frinke i 11 Ferk on 4hir paga in Halic,]

| Fhe2036BilionatreFaxAct~ - —Pago25-0f 32"~

e “Optional deferralzaocpunt”:br “ODA” means an unliquidated tax reserve
- . account governed by Section 50304, - |

o (11:)'?"}“'1’:@;'56_'1‘-_1".’ shall have the sam'e'meaning as t_haf} term is'defined in Section 17007,

Q) “Private equity entity” means a business entity, other than a publicly traded
- entity, mutual fund, or exchange-traded fund, that engages primarily in the
. business of investing in other businiesses. o o

() -“Publicly traded asset” means an asset that is traded on an exchange; traded on
. asecondary market in which sales prices foruch)asset are frequently updated; ok
-+ available on an online or electronic platform that regularly matches buyers and Hha
.. sellers; or any other asset that the Board determines has 2 value that is readily
- -ascertainable through similar means,

: ' (k) ‘?Rélétedé p'é,rsoh'” fné_ari_é any peﬁson that is related to the taxpayer under
Seckion ' - (Sectiony267 or 318 of the Internal Revenue Code as of January 1, 2026, as
= - . well as any other person so specified by regulations adopted by the Board,

- ?‘S:ubstantial benefit” has the meaning given'to that term by the United States
- Supreme Court in the case of United States v. American Bar (Eni?owment, 4771

- (US.105 I@jg&j.}-;@a:wmmf( 1996) L33 V.S 105,

ey
=

- =

o (m)“Taxuexempt trust” l_ﬁeans-a trust that is exempt from federal income tax under
fﬁ"f“’;\jSéc,tipr‘i 501 of the Internal Revenue Code. | C ‘
(n) :“T?aﬁ ;obl;i Egat_ipli date” means January l",-2026.j N

(o) -“Valuation date” means December 31, 2026.

(3 The ccfll_éqﬁdh;inid adrhinistration of the tax.described in this Fart shall be
_ ~governed by Part 10.2-(commencing with Section 18401) unless expressly

superseded by this Part. Moy

"(rb)' | The,%ai'dféhall have the authority toyadopt regulations to implement, interpret,
make specific, or otherwise.carry out any provision of this  Part.

L. - | Suchreg lationé may include, bui are ﬁot:iimited to:
ET A Identifying abusive transactions whose aim is to change the nature of
- - ¢ " anasset from public.to nonpublic or vice versa,

- (B): -Identifjfing}abusivé trahSact{Ons whose aim is to artificially reduce

the assessed value of a taxpayer’s assets.
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(2) : Unt11 January 1,2028, the rﬁlem_aking provisions of _the Administrative

+ Procedure Act.(Chapter 3.5 (cominencing with Section 11340) of Part 1 of
- ‘Diyision 3 of Title 2 of the Government Code) shall not apply to any
- regulation, standard, criterion, procedure, détermination, rule, notice,

B guideline, or any other guidance éstablished or issued by the}'oard :

pursuant to _thi__%rt.“ .

. Notwnthstanding Section 19057 b_‘r any other law, every notice of a
‘proposed deficiency assessment under this part in regards to taxable years

o - beginning oh or aftet January 1, 2026, and before January 1, 2027, shall be

L mailed to the-taxpayer withinfen]yéars after the return was filed.

W;thm s1x rﬁ&nths_ after passage, the /anrd- shall p’rbmulgate" the forms required

- for taxpayers to pay the tax imposed by this s Part, Those forms may provide for

= taxpayer attachments:demonstrating compliance. The Board shall amend the -
- Personal. Income Tax'Forms, and amend or create other forms as necessary, for
. the'reporting of asséts or other information useful for the implementation of

@

“To the c-::;te:nfnmi in’c_o'nsigtf_ent with. this ,@hapfer, the pfovisions forthe
~administration, assessment, collection, enforcement, and appeals of the income

© [ tax shall apply to the taxation of nét worth imposed by this art,
50310, Legislative Authorityy”

R TheLegls : ture may aménd 'thé‘.zzogfﬁ'_B'illionaire Tax Adt, by statute passed in each house
- +of the Legislature by rollcall vote entered in the Joutnal, two-thirds of the membership

. ‘coneiril

g, if the statute is consistent with and furthers the purposes of the 2026

“ Billjonaire Tax Aet. .+

©S0311, Severabllityr”

e

(5

“afeseverable, While the ACt has been carefully designed to comply with
existing law, if aniy provision of the &¢t or its application is held-invalid,

' unconstitutional, or otherwise unenforceable, that finding shall not affect the
~ enforceability of other provisions or applications.

The prQ\iriéiQns' of the 2026 Billionaire Tax Acf, also referred to as “the Mt,”

In applyinglt"hef Act, a court shall, to fhe maximum extent consistent with the
United States and California Constitutions, preserve the imposition of the tax

. authorized, including by reforming dates or periods specified, using the most
. limited adjustment possible to cure any-constitutional or other legal defect,

S . while allowitig the remaining provisions to operate. If a court determines that
o imposing; liability under thi%ct,by reference to the tax obligation date
. ;":s_"pecffie_clfi_r_: s’ubdi_visiqn (n) of Section 503 08 or the valuation date specified in

SUBJECT TO COURT
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5
oy

' ‘,sﬁbdivis‘ion (0) of Section 50308, in whole or in part, is contrary to the United

States Constitution, the California Constitution, or other governing federal law,

. then, to the extent of that determination, all references in the Act and in Section
3T of Atticle X1llito'the “tax obligation date” and *valuation date” shall instead

’ +."be onstrued to refer to the earliest date or dates subsequent to the tax
1+ Obligation date or valuation date, as applicable, on which liability may be
- imposed;cansistently with{siich\Jaw. In reforming any dates or periods specified

. .~inthe Act, a court shall, to the maximum extent permitted by law, preserve the
" . impositién of the tax for the 2026 tax year, or if that is not permissible then for

2027 or the earliest permissible subsequent yesr, while otherwise preserving

: : the ovl?tall_stfuqtftlre'aﬁd purposes of this s ACt,
50312, Enforcement and Penilfiego*

e

A taXpayer Subjth to the tax imposéd under this Part with a substantial or gross
. understatepient of tax for any taxable year shall be subject to the penalty

- -imposed under this Séction. An understatement is substantial if that
-understatement exceeds the.greater of the following:

(1) One million doflars ($1,000,000). *

~.{2) ‘Twenty percent of the tax shown on an original return or shown on an

OE

‘An ;uiqde:rsidtéméut‘ is & gross understatement if that understatement exceeds the
. greater of the following: o '

- amended return filed on'or before the driginal or extended due date of the
.- teturn for the taxable year. .

(1) Ten million dollars ($10,000,000).

o @) Fortypercentof ithé tax shown on an original return or shown on an
o amended return filed on or before the original or extended due date of the

Y

-+ retun for the taxable yéar, - -

The penalties are as follows:

oy The penalty ff'o‘r"ééul_js‘fant.ial understatement under this Séction shall be an

.+ amount equal to 20 percent of any understatement of tax; For purposes of

B ’ .-_thié'/s’c.qtiqn,.“uhder'statement of tax” means the amount by which the tax
...+ .imposed by this. part exceeds the ‘amount of tax shown on an original

 teturmor shown on an amended return filed on or before the original or
~ extended duc date of the return for the taxable year,

(2 The penalty under this,8ection for a gross understatemerit of tax shall be

an amount equal to 40 percent of any understatement of tax,
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(ﬁ) Thé ‘péi:)a'lt:y'. impqséd‘by this,{Séctiori shall-be in addition to any other j:enalty
. imposed under Part 10,2 (commencing with Section 18401), or any other law.
R (&) - -A refund or credit for any ‘ambun_ts; paid 10 satisfy a penalty imposed under this

~Bection may be allowed only on the grounds that the amount of the penalty is
.- not properly computed byithiaiFranch_ise Tax Board}~ bo i ol

L (f) + No penaltyshallbe .irrrij;os_e_dfunder, thig Section on any undesstatement to the
“.v 7 extent that the undetstatement 15 attribptable to any of the following:

(1) A chaige in law that is enacted, adopted, issued, or becomes final afier the
- earlier of either of the following dates:

,‘ ":Q g A): _The date the taxpayer files t'lie"retlflr‘n‘fof the taxable year for which
" .. thechange is operative. - n |

®) The “é_;’x:te-n ded due date for the return of the taxpayer for the taxable

—-';',_f'fyéaf_._f_dr'Whigh the éhang'e;is;oper;itivs.

.- {2) “For;purposes of this subdivision, a “change of law” means-a statutory
.-, - change or an interprétation of law or rule of law by regulation or legal
- ruling of connsel, within the meaning of subdivision (b) of Section
.+ 11340.9 of the Government Code, or a published federal or California
" courtdecision. © o .

- _ ':'(.3.)' '-;Thé)B/oard :éhalljimplen';;ent this sub_divisién in a reasonable manner,

. (&) No penalty shall be imposed under. this 8ection to the extent that a taxpayer’s
. understatement is attributable to the taxpayer’s reasonable reliance on written
. . advice of the Board, but only if the written advice was a legal ruling by the
. - chief counsel, within the meaning of paragraph (1) of subdivision (a) of Section
21012, 0 | | ‘
~ .~ (h) The-amount of the understatement under subdivision (a) shall be reduced by
<= - that portion of thé understatement E\zhfc":"g} is attributable 0. +o cither oF the-
S e s T R -C»O\\ow\‘hﬁ:
. ".(1): The tax treatment of any item by the taxpayer if there is or was substantial
0. authority forgguch tréatment, 7} — 1)\ o3 +reatment. |

(2) . Any i.te_hi s “H‘\& :JE\'O ﬁé& W:‘AV‘,‘S mff’{:} v

o -e-(A)_f The relevant facts af‘fecting the item’s tax treatment are adequately
.. disclosed-in the return or in a statement attached to thegfetur, ang--redura,

B) There is a reasonable basis for the tax treatment of @?item by the
taxpayer,
o | —Haat
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~ () Notwithstanding subdivision (a) of Section 18567, the Board shall grant
o cxtensiong to-file tax for six months for tax year 2026 only, Notwithstanding
- subdivision (b) of Section: 18567, the penalties imposed by this Section shall
- not'apply to cstimated payments required to be made by April 2027, The
penalties imposed under this Séction do apply to final payments for the 2026
. tax year made in October 2027, Section 18567 applies to the tax imposed-by
this Act for all years subsequent to 2027, ‘ '

g&d@;

Con (_|) 'th“_ri'thst;anding: any other provisions of law, the,B/pard{ is authofized {3 hire

vernment &

_ and pay reasonable fees to any outside experts or outside counsel as appropriate may
. to help fully administer and collect the tax authorized by this part. While@ich) i sCe.
.= - fees may be covered by the amount provided for in subdivision (e) of
.7 {Goveriment Code Section 16355, )the ﬁpafd{is’ authorized 1§ seek additional :

.. funding for reimbursement if necessary, - DR ’ _ W‘a‘j

Gl}
e

=
=
o

Sechion (6355 of the

: - (k) Generalantx-avmdancerule _

. {1). If the Board determines that 4 transaction or series of transactions lack
- economic sibstance, or that a substantial purpose for any transaction or

<. - 'seties of transactions; was to obtain a tax benefit with respect to this Part

* " thdt isot intended by the voters of the Legislature, the Board may

- determine thé tax consequences to-any person in a manner that is

. . reasonable in light of all the facts and ¢ircumstances in order to denyguch}~ -1t
© o benefit.- - - ‘ S

42) For purposes of this subdivision, a transaction or series of transactions
- shall be treated as lacking economic substance if the person does not have
. avalid and substantial nontax business purpose for entering into the
*. transaction or series of transactions, taking into account the overall
-~ economic effect of the transaction or series of transactions apart from state

. and federal tax effects,
: . _; 0y :'Cdntfﬁll?d grquﬁ allocations; substance ove:f;fonn.'

2l () Insany case of two or more organizations, trades, businesses, entities, or
ERAE - arrangemerits owned or controlled, directly or indirectly, by the same
i+ interests, the Board may distribute, apportion, or allocate assets, liabilities,
.- orany gther items relevant to: the determination of net worth under this
PRI ,_-ﬁar,t‘l:ietjween:_orfémrjngfé"ﬁﬁ}_persms if the Board determines that such Lhose.
o distribution; apportionment, or allocation is necessary in order to prevent :
.~ avoidance of the tax imposed by this Part.or clearly to reflect the
economic ownership and enjoyment ofggich\tax items. Hrose.

(2) In-exercising its authority under paragraph (1), the : JBoard may disregard
i .. anyentity, arrangement, or transaction that lacks economic substance,
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L jfﬁeé't“_felated trafisactionss as a single transaction under the step transaction
- * - doctrine; or otherwise give effect to the substance rather than the form of
-~ [ .the fransaction,” . . . . ‘ '

T aw Useof inicome tax dootrines; no implied exemptions,

(1) . In.applying this,Part, th‘e%a'rd may rely on, and courts may draw upon,
. legal printiples developed with respect to interpretation and application of
" state and-federal income taxes, including, without limitation, doctrines
‘relating to economic substance, business purpose, sham transactions, step
© .. . transactions, and substanceé over form. . © :

" (3) : Thers shall bé no exemptions, excluéio_ns, or deductions from the tax

- imposed by this/Part except thosé expressly authorized in this Pért or in
- Section 37 of Atticle XIII of the California Constifution,  ©

)+ Power of the,B’oardWxthout ‘implication as to the powers of the Board in

..+ relation toany other tax, if the Board disagrees with a decision of the Office of

- -2+ Tax Appeals, the Board miay bring an action in superior court for a trial de
novo, S ‘ S -

80313, Comstructiong®” _
| o The prowsmnsofthls,]’;lrt ‘shall 'bé‘ljibérall.y .coﬁstrued to effectuate its purposes.
L 50314, Expedited Reviewsy” | | |
o ‘:_'('a:‘)j' The fﬁh'tehfifin of5thfé sc,:ctiOn'i_s to prd\;ide for:expédiféd,' conclusive resolution
~ ofthie facial validity of this Act through a validation action.
. {b). An abtio’n_bf proceeding to deternfine whether the tax imposed by this Act, or
- all proceedings in relation thereto, are constitutional or otherwise facially
- ' invalid;’and filed solely to determine the validity of this A%t or any portion of

" f:,’; it;shall be comimenced pursuant to Chapter. 9 (commencing with Section 860)
- of Title 10 of Part 2 of the Code of Civil Procedure.

ey @mwlidation;acﬁm shall not be filed more than 60 days after the approval
-~ of the',&(ét. by the voters. If no action is filed within that period, the tax and al]

" proceedings in refation thereto, including the adoption and approval of the : Act,
... shall be held to be facially valid and in every respect legal and incontestable.

] Hi} h .-.‘:'- .‘ o

" “(d) Chiapter 9. (conmencing with Section 860) of Title 10 of Part 2 of the Code of
. -.Civil Procedure shall govern all validation actions under this section, provided,

'« hiowever, that, notwithstanding any other law:
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- The sole vehue for atiy(SuchValidation action shall bg:Sacramento County
P __.Sppenor ,Com“r, where ‘all(such‘}ac:ti‘ons shall be consolidated at loast for g
< .trial, or o the extent determined by the Court;}—c oud.

Co 2). Any appeal from a_'n:afd\frerse determination in the Sacratmento County
' Made ~__. Superior Court'shallzbg*\directly to the California Sypreme Court, without
DTN - _mtgrmedxatg appellate ncyxgv@% ; : :

(3) -Ifthe Supreme Court grants a petition for review, it shall hear any appeal
_ _ . <. orwrit involving the validity of this s Acton an expedited basi@%
i falic— _ (@) Subjectto adjustment as necessary. by the applicable court to

. _ - - accommodate expedited, sound judicial decision aking, the Sacramento

.=~ Superior Court shall make every effort to resolve any validation action by

*- . April 1, 2027, and the California Supreme Court shall make every effort to
-7 resolve ‘any review proceeding by November 1, 2027, or as soon as
0 possible thereafter, Briefing and hearing schedules shall be scheduled as

 necessary t0 meet these:dates. I

= (5) Sect10n868 of theCode of Civil Pfocedhre shall not apply to actions
.. . ‘brought under thisSection. . . - ! :
S (e) The/ﬁate,governmem égéxlic::y,_ any 6fﬂitfs ofﬁ;:igls,. any other government
o . employer, the proponent, or in the absénce of a proponent, any citizen of this
"L o Blate’is an “interested person” under Section 863 of the Code of Civil

.o Procedure,

- | Sec.7. Subdivision () is added to Section 17220 of Article 6 of Chapter 3 of Part 10
|- of Division 2 of the Revenue and Taxation Code. = -
b o (1:3;)‘5 ; No deductlon shall :bé'é,l,ld»”*}ed‘ for fany' tax ir‘npbsed by the State on net worth,
- including the 2026 Billionaire Tax Act (Part 27 of this Code) notwithstanding
“any other provision of law, including Section 164(a)(2) of the Internal Revenue

o . [ Code,relating to the deductibility of taxes on personal property.
 SEC. L. [Se0y8.Confliets. |
T This Kot -p.r_oyi"dé_"s‘ for a tax on-net worth, not income, of billionaires. In the event that this

. measure and andther. measure that levies a tax or dffocts the tax rates on net@a—ft‘ﬁ—(ncﬁ}n Wovth, not
_{income)lof billiondires, or that provides for use of funds from a tax on billionaire net ‘
 “‘worth, shall appear on the same statewide ballot, the provisions of the other measuré or

. ‘nicagures shall be deemed 10 be in conflict with this measure. In the event that this
- . meagure eceives a greater humber of affirmative votcs than a measure deemed to be in-
.7 conflict with it, the provisions of this measure shall prevail in their entirety, and any

" contlicting provisions of the.other reasure or measures shall be null and void.
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)9 Proponert Standihg.

.+ 'The purpose of this section is to ensure the full and complete defense of this ,%t, to
.~ protect the people’s right of initiative and the people’s right to choose who will defend
= th_i'__s}(qt; in court, Notwithstanding any other provision of law, the 8fate, government
e ‘of its. officials, any other government employer, the proponent, or in the
.. - absenic ponent, any-citizen of this Bfate may defend the legality of this £ct, as
. provided therein through 4 validation action or as may otherwise be available, and is
-~ “authorizéd to sue directly or intervené for the purpose‘of defending this s Act, in trial court
.. “on appedl, on'review by the Supieme Court of California or in its exercise of original
- Jurisdiction, or before.the Suprenie Court of the United:States, The reasonable fees and
.. costs of deféndingithe Aot and advocating For its validity, if the Attorney General does
.. not'defend the Act; shall be a charge on funds appropriated to the Attorney General,
- which shall bé satisfied promptly, : : '

4
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