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PROPOSITION 44

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

This initiative measure adds sections to the
Corporations Code, Government Code, and the
Health and Safety Code; therefore, new
provisions proposed to be added are printed in
italic type to indicate that they are new.
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" The 'Clinic_Funding Acoountability and Tra’nsparjency Ac,t (As Amended September 2025)

This. mtttatwe méasure is submttted to the people in accordance with the provrslons of Section 8 e
of. Arttele II of the Callforma Constltutton

. This mmattve measure adds secttons to the Health and Safety Code, Corporattons Coe, and

" . Governgent Code. . - _
g f'.ﬁsscmm 1. TITLE. ! ',:% ’ "?‘ /-f’—f
- 'ThlS rneasuret; all be known and may be erted as the “Clmtc Fundmg Accountabthty and

o ?Transparency

h . ‘ o . elan oM ¢
@INDINGS AND DECLARATIONSYA el ”Js and beel et

.The/t‘feople of the State ot‘ Calrfomra find and declare all of the following:

| (2) Federally Quallﬁed Health Centers (FQHCs) are d’ form of commumty clinic that are
’ fundamental to:the California health care safety net, as their mission is to provide primeary and
o preventwe care to low-mcome ancl underserved populatrons

. (b) Most FQHCS in the state are operated by nonproﬂt organizations governed by a board whose
responsibility is to ensure that the clinic meets its missions as a safety-net healthcare prowder
.and nonprof it publlc benefit corporatlon subject to state and federal tax’ exempttons ﬁt’f

_ _(c) Clini¢’ boards have srgmﬁcant respons1bthty and exercise a great deal of authority in
“decisionis on both orgamzatron desrgn and compensatton, meludmg that of the and other

_exeeutwes C h £ - 2 uwa

. .hou h exrstmg state law requrres nonprefit boards of directors to rmrov EO '5%5
andiC FO, compensatton to ‘ensure that it is just and reasonable, many clinics pay excessive shares

“of then- revenue towards executwe compensatton resultmg in undertnvestment in core patient
servtces « : :

(e) Smce 2018 all nonproﬁts mcludtng chntcs have been requ1red to report the dollar amount
-of thetr mtsswn-related i.e., “program,” expenses as well as “management and administrative”
_ '.expenses to the IRS annually Many clinics in California incur management and administrative

| expenses’ that are much higher.than. average-—sornettmes 30 to 40 percent of total revenue—
B whtle others spend less than 10 percent

| _ (fJ Many cltmcs are htghly proﬁtable, sometimcs reportmg annual surpluses of as much as 20

&
Y ¢y - -percent of total revenue, rather than spending the funds in a manner consistent with their
} ' charltable mission.

§ (g) Worker tramtng, recruttment and retention are problems for California clinics. Clinic

- workets report ‘chronic understafﬁng, hrgh workloads, and stafﬁng turnover, as well as long wait
' ‘tlmes for patlents ' ' ,
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( o (h) It is the intent. of thts initiative to create a reasonable minimum standard of mlsswn-dtrected

) spendmg asa proportron of fotal revenue to ensure clinic patient service delivery and workforce

Jt & C ) .,t_\ stabthty 1s prtontlzed over, management and overhead spending.
v L

o o

@ECTIONJS {REPORTING REQUIREMENT T fetx’

”‘"’ﬁ Re@uhrethﬁn‘l"

cec. ‘3 \- }t\Sechon 12586 3 is added toLrtxcle 7 of Chapter 6 of Part 2 of Dmswn 3 of Tltle 2 oflthe
Dg g Govemment Code to read , _ .

,- (a) For purposes of thls sectlon the followmg deﬁmtlons apply

(1) “Chmc” means any cllmc corporatmn as deﬂned at paragraph (3) of SllblelSlOl’l (b) of

S

{red

'gym ;

&rzwettj

.@} Section 1200 of the ‘Health dnd Safety Code, that is afederally-qualifisdhealth center (FQHC) as
- 5% ~that tefm is defi ned-in Section 1396d of Title 42 of the United States Code. For purposes of this

LA

t‘t

- -paragraph, FQHCs include ofganizations that do not receive an FQHC award, but are designated
by the federal. Health Resources and Services Administration as ‘mgeting FQHC program
réquirements, as set forth in Sections 1395x(aa)(4)(B) and 1396dﬂ2)(}3) of Title 42 of the

*

- United-States Code;, also known as “FQHC/L/ooky(hkes »* “Clinic™ shall not include fcderaliy
*_recognized Indian tribes, tribal organizations, or urban Indian organizations, as defined in
* Section 1603 of Title 25 of the United States Code or any outpatlent setting conducted,

: mamtamed or operated by such an entlty ' .

g @) “M‘ISSIOH Spend Ratio” is the tofal. amount spent on act1v1t1es that accomplish each clinic’s
l%‘lltnf"’“ . exempt purpose divided by that clinic’s total revenue, as those figures are described in paragraph
© U (I)yof subdivision: (b) When calculating Mission Spend Ratlo, the Attorney General shall
“exchude from both the total amount spent on activities and total revenue an amount equal to any

|z Health o1 retmbursements recelvcd pursuant to Seottcn 1234 1jof t?eélg& a%d Safety Code,
Qﬁ (3) “Related party” feans a related orgamzatton or-an organization that is under common
_’ ownershlp or ¢ontrol,:as defined in Section 413.17(b) of Title 42 of the Code of Federal
- Regulations. A related party may include a _management orgamzatton, owners of real estate,
-entities that provide staffing, any parent companies holding companies, subsidiaries, sister
orgamzatlons and others : : :
i\l‘

"zf@% o

(b) (l) Each chmc shall annually ﬁIe w1th the Reglstry of Chartttes and Fundraisers data
- sufficient for the Attorney General to calculate a “Mission Spend Ratio,” as definied herein. This
data shall mclude tWo components ,

f rx—&;‘éef M"’t

(A) Total sums spent ona cllmc 8 exempt purpose ThlS amount will be based on the data
W reported in the “total program service expenses” figure from line 4e of Part III of each clinic’s
AFormm 990 as of calendar year 2024 or the tax year beginning in 2024 orsuccessor portion of
clinics’ tax reportmg, but shall be adJusted based on gulc[ance issued by the Attorney General
: under paragraph (2) o

(B) Total revenue for the orgamzatlon ‘This amount may wil| be based on 1 the data reported in the
'. total revenue figure from line 12 of Part I of each clinic’ s,qForm 990 as of calendar year 2024 or

e

—
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the tax year begmmng in 2024 or{suchlsuecessor portion of clrmcs tax reportmg, but shall be

: adjusted based on gmdance issued by the. Attomey General under paragraph (2)

@ The Attorney General is authorrzed to issue bmdmg gu1dance on how to report these two
ﬁgures Yhe :

(A) Among ether th:nes,EuC 1dance may addreSS‘ :

(1) Addltmnal reportmg standards for related party transactlons that address the extent the
mantier in whnehgﬁﬂ:@data is- reported to the Internal Revenue Service has the potential to

" artificially increase total sums spent on a clinic’s exempt purpose,lsueh af\by permitting ___in cludy N
- transactions to.a related party 10 be attrtbuted to amounts spent on a clinic’s exempt purpose even

lf the related party’s resulting’ expendltures would not be deemed attnbutable to that exempt

- purpgse,-or: artrficxally decrease total revenue,'suc as by perimitting revenue to be attributed to a
related party ' -

m., y\aluelz‘tnﬁ

(n) How penaltres pald under Sect:onl 4 llof the I-Iealth and Safety Code, as well as

I;lél“

o

“réeimbursements‘and expenditures miade pursuant to a plan agreed upon with theyDepartment of Sdate
‘Public Health under Section 1234.1/of the Health and Safety Code, shall be repoxted inorderto =#

A o 7100t i B LT A4l e A o

B exclude them from the MlSSlOl‘l Spend Ratlo calculatlon .

(m) Consrstent wrth subparagraph (B), addztlonal reporting reqmrements for expenditures that do

not qualify as program service expenses on the/Form 990 but.that the Attorney General jr\—]«)@y nal .
~ determines to nevertheless be spent on the clinic’s exempt purpose or expenditures that do ¥ Repenye
~qualify as program service expenses on e Form 990 but that the Attorney General determines * * fervice
to nevertheless not be spent on the clmxc 8 exempt purpose‘ -

(B) Any gulclance shall be clesngned to further the obJect1ves of the Chmc Funding
Ac'countaburty and Transparency Act by creating a. reasonable minimum standard of mission-
direeted spending as a proportion of fotal revenue to ensure clinic patient service delivery and

'_ workforee stablhty is pl‘lOl‘ll.‘lZed over management and overhead spending.

(C) The Attorney General shall 1ssue ﬁndlngs statmg the reasons for its determination at the time

' of lssumg guldance

(D) Notwtthstandmg Chapter 3 5 (commencmg with Section 1 1340) of Part 1 of Division 3 of -
~ Title 2 of the Government Code, the Attorney General may implement this paragraph by means

" of bulleting, notices, or other similar instructions, without taking further regulatory action,

~ Section 1229.1 of the Health and Safety Code shall not appiy to vmlatrons based on standards
acloptecl under thrs paragraph '

(3). Nothmg in. this section shall be- construed as governmg how a clinic reports data to the
- Internal Revenue Servwe ' :

(4) The Attorney General shall make thls data pubhcly avarlable on its website within 90 days of
recelpt _
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( i " (5) Each clinic shall file this data no la;\t:erithan when they file reports with the Registry of
“Charities and Fundraisers under Section 12586, - .

' (c) Bach clinic shall sibmit an additiorial annual registration foe, which shall be used to fund the
activities set forth'in thissection and Section (1234, 1] of the'Health and Safety Code,

- - notwithstanding any other law. The Attorney General shall adopt a schedule of fees sufficient to
cover the reasonable costs of administering these provisions in consultation with the,Department
of Public Health, Fees shall be adjusted annually to reflect the actual costs incurred and shall not

-exceed the amiount necessary to fulfill the reasonable regulatory costs of administering these

- oprovisions.

.; + alre— (d) The Attorney. General shall impose sanctions for the failure to comply with the reporting
| provisions of this section, in the form of an administrative fine of five thousand dollars ($5,000)
o - for a first violation and ten thousand dollars ($10,000) for each subsequent month that a clinic
. fails to submit the annual reports reiquired by this section. The Attorney General may

.. periodically update the penalty to account for inflation,

3 % (e) No'later than 90 days after receipt of each clinic’s submission, the Attorriey General shall
M;J calculate the,ly{_is_s’ign__spend Ratio for efaph clinic, t;ansmit'the calculation to the clinic and the
_— MDEpgrtrne;it of Public Health, and make its calculations publicly available on its website.
" (©) The Attornéy General may conduct an audit of the clinits subject to this section, in a manner
“and form prescribed by the Attorfiey Genetal, to ensure the aceuracy of the information reported
" and compliance with the requirements of this section. These audits- may also include any audits

'(' . - | . of contractors or related parties.

: :_(g):.Section'923_0 ;of the Corporations Code and Section 12583 of the Government Code shall not
. -apply to this section. : . '

S EECTIONMEENALTY) 4 Ay

P EC M [ ﬂSectlon@M is added to(Arficle 3 of Chapter [ of Division 2 oﬂthe Health and Safety Code, to

= me o edazds

IRBY, 5
Siute

g

-

):e%i-a#}s'f"ﬂ%iﬂ;j‘ e o ,,c/}?@ﬂ*?J'. -

[ el (a)(l)’l‘here ‘is'-héféby(éontinuédli;i the‘ESpeciai Deposit Fund, established pursuant to Section
7 - 16370 of the Government Code, thie Mission Spend Ratio Penalty Account, The account shall
_contain afl 'moneys ;deposited_-pursuant to subdivision (b},
(ZI)I'MQII_G-.){S held in thé SpeCialgDefi‘osit Fuhd shall Ia:e:held in escrow for a period of five years,
- after-which they shall be subject to appropriation by the Legislature on initiatives funding

. clinical worker training, recruitment, and retention.

 (3) While held in escrow, monéys shall be feimbursed to the clinics, as defined in paragraph (1)

"“’" /7‘7’1/;'6;

T of subdivision (a) of Section 12586.3 of the Government Code, that paid them, provided that:
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(" o (A) The clinic: cames into comp[tance w;th the apphcable 90 percent Mission Spend Ratio
: Lrequtremenl, and} trf» %V it“e,m@wrl“, 5‘ bar l’@

"(B) The chmc reaches agreement with the\’l)/epartment of Public Healthon a plan to spend all of
' -jthe moneys relmbursed on mlssmn~dzrected ‘expenses, S o “, o

' (4) Notvvlthstandmg the precedmg paragraph the Department of Public Health may use moneys
. in the Special Deposit Fund to. fund the activities set forth in this section, includinggbut not ... A
llmtteq_tgjmatntalnlng the Specta[ Deposit Fund and conducting the reviews required for a clinic
"> "o be ehglble for reimbursement pursuant to paragraph (3). Moneys £9 spent may be subtracted
from any amounts rmmbursed to CllmOS pursuant to paragraph (3). 2 '

_ (S) __S\Department Qf Publlc Health shall have authenty to audxt cllmcs for- comphance with
S l““* N any plans agreed to pursuant to. subparagraph (B} of paragraph (3) and recoup any
E rennbursement to:the extent a clini¢ does not comply. [Suchrecoupment shall be subject to the The.
same procedures set forth in paragraphs (2) and 3) of subdmston (b) _ -

() (l) The: ) epartment of Publtc Health shall annually assess on each clinic sub|ect to Section _
12586.3 of the Government Code that hag a Mission Spend Ratio belowlninety percent (Q_Q_@Sﬁm 40
admtmstratlve penalty equal to.the difference between the amount the clinic spent on mission- . tﬁjﬁtr‘cﬁt‘iawfl‘“' '
dlrected expenses and 90 percent of the clinic’s total revenue @shall issue a notice of penalty to

_any-clinies found to be in v1olatlon w1th1n 30 days of recetpt of the Attomey General’s Mission
Spend Ratto caleulatlon S :

Lal

>
Yl

(2) Ir the cltmc does nat dispute the le:ssnon Spand Ratlo calculatton or assessment, the penalties

\S ,mi(g ~..Shall be paid in full to the,pepartment of Public Health within 30 days of receipt of a notice of WR we,

= penalty and deposued into the Mission Spend Ratio Penalty Account, g (%f“
R T

(3) If the clinic disputes the Mlsswn Spend Ratio calculation made pursuant to subdivision (e) of A

Section 12586.3 of the Government Code or assessment made pursuant to this subdivision, the T o

clinic shall, within 30.days of | the clinic’s receipt of the notice of penalty, simultaneously submit @ o

__arequest for appeal to both'the Attorney General and theyDepartment of Public Health, A request e f_%

N for an appeal may be' made bya facility based upon a determination that does not result in an ¥ N

' assessmetit. ‘The request shall include & detailed statement déscribing the reason for appeal and =

. include all suppomng docuinents the clinic will present at the hearing. Upon timiely service by f??

: accordance thh Aticle 1 (commencmg with Sectxon 131071)) of Chapter 2 of Part 1 of Division

‘the clinic-of the request, a hearmg shall be set and the p]roceedmgs shall be conducted in
" 1 12

Sﬁatt’ S 121050

. (c) (1) A cluuc may apply 1o the Department of Public Health for a waiver providing a temporary
-~ pause of'the'90 percent, requirement or for an- altematwe mission spend ratio requirement, on the
basis of unexpected of excepttonal circumstances or-the clinic’s economic condition, The
- issuance’and terms of the waiver pursuant to this subdivision shall be solely and exclusively
&[ﬁ e-\.\ Within the authiority of theDepartment of Public Health, A waiver issued pursuant to this
w -._subdlwsmn shall be for a term of one year from the date of issuance.

--(2) To obtam a'waiver based on unexpected or excepttonal circumstances, a clinic shall detail the
, '-followmg c1rcumstances experlenced by the clinic:
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B (A) When the clmre ﬁrst learned of the unexpected or. exceptronal circumstances.
.(B) Why the clmrc could not have antlc1pated those ctrcumstances ansmg
o (C) Actrons that the ehmc toolc to adclress those crrcumstances

o (D) Expenses mcurrecl as a result of addressrng those ctrcumstances

o 1 (E) When the clmle expects those mrcumstances to be resolved.

) Preventrve steps that the clmlc is takmg to ensure that those circumstances do not
-_unexpeetedly arise: m the ﬁature

B (3) To obtam a waiver based on égonomic condttxon a clinic shall demonstrate that compliance

- with the 90 percent Mlsswn Spend Ratio requlrement would raise doubts about the clinic’s

- ability:to continue as a going concern under generally accepted accounting principles, The
- evidence shall include documentation of the clinic’s financial condition, the financial condition
" of-any parent or affiliated entity, and evidence of the actual or potentral direct financial impact of

o eomphance ‘with the’ 90 :percen‘t Mlssmn Spend Ratlo

. (4) Consr _ eratlcn of a clmlc s ablhty to contmue as a gomg concern shall mclude the following

. L factors regardmg the chmc or any afﬁlnated entrty

- (A) Actual or ltkely closure of any facllltles operated by the ¢linic or any ¢ afﬁhated ent1ty

. - j'- _(B) Actual or llkely closure of pattent serv1ces or programs

L (C) Actual or l1kely IOSS OfJObS '

bused -

(D) Whether the facxhtles operated by the cl1mc are small rural or frontier, or serve a rural
catchment area, . ‘ .

(E) Whether closure of any. facllltles operated by the chmc would significantly impact access to

services in the reglon or service area,

. By Whether the chmc isin ﬁnan01al distress that resulls or is hkely to result in the closure of any
~ facilities it operates or dny - affiliated entity, closure of patient services or programs, or loss of

jObS Fagtors to.consider iti determmmg financial distress include, but are not limited to, the

-¢linic’s prior and projected performance,on ﬁnane1al metrics, inctuding the amount of cash on

hand and whether the cltmo has, or 1s pro;ected to expenenee negatwe operating margins,

o (5) Requests for a waiver- pursuant to thIS subdmsron shall be submltted in writing to the

‘S‘ |@+@ﬂ_ﬂDepartment cf Pubhc Health

.. wmw

6) The” epartment of Publlc Health shall notlfy the clmlc of the clecls1on on the waiver request

o _ln wrltlng

L '(7) A chmc may apply to renew 4 waiver issued pursuant to this subdivision at any timeffio fe fewer}
- ",than 180 days before the explratron of the existing waiver. N
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BREK‘CH OF CHARITABLE TRUST CLAIM}

.

SE(JMW B . %Y‘ﬂea.&\m (“*(» C,lr\z:w\%e&lml Irug"»}ﬂ O{glmm _
2 ﬁsmc’rlws. o
i oy Fa

[: {) c. L»A Secuon 5142.1 is added to(.f&mcle 4 of Chapter 1 of Part 2 of Dmsmn 2of T1tle 1 oﬂthe
- Corporatlons Code, to read T ‘

n\{./;;

<) L.L’? 1. A(a) Notwuhstandlng Sectlon 5 142 m the event that a clxmc sub_]ect to Section 12586.3 of the
E ol ¢l Gévernment Code éither falls to report data as requlred pursuant to subdivision (b) of Section
125863 of the Government Code, orf{both fizisja Mission Spend Ratio, as defined in paragraph (2)

. subject to a waiver pursuant to subdivision (c) of Sectmnﬂ?’ﬁ_ lof the Health and Safety Code,

of subdmsmn (a) of Section 12586.3 of the Government Code, of mdermnd is not

any- patlent of that FQHC may bring an action to enjoin, correct, or otherwise remedy a breach of

- a charitable trust pursiant to the same procedures apphcable to a claim brought pursuant to
Section 5 142, . _

Hed s "{,-;—-

(b) Not'mthstandmg Sectlon 5231, good faith shalf not be a defense to-any action brought
-pursuant to this-section, nor shdll any form of the business iudgment rule apply in any aspect to
-challenged breaches except as prowded under Section 5239,

" ‘(c) Th:s sectlon shall also be subject to enforcement pursuant to Sectlon 17204 .of the Business
and Professxons Code

}{M:_ - | tali

M‘Iﬁﬁ‘ﬁ&m"fﬁ C i) Fiem( hes

SEL b \, Sectmn 6814 i 1s _added toLapter 18 of Part 2 of D1v1s1on 2 of Tltle l\ﬂjl:e Corporatlons
=7 ' RRE

Code to read

A= } 1 A Every chrector, ofﬁcer or agent of any chmc subJect to Sectxon 12586.3 of the Government Code
e ‘who either knowmgly misreports expend1tures or revenues.under Section 12586.3 of the
[ } ‘1’?\ L C;\ " Governmerit Code or knowmgly participates in a scheme to route expenditures or revenues
through related parties as defined in Section 12586.3 of the Government Code, mcludmgﬁ_but not 4 .

lirnited tq related foundations, with intent to artnﬂc:ally increase their Mission Spend Ratio, is  °

A pumshable by nnprxsonment pursuant to. subdivision (h) of Section 1170 of the Penal Code, or by
imprisonment in a Gounty jail for riot more than one year.

- gl

g ’“‘ISECTIONS’? @EVEMBILITY}W Sew,mia 'y,

The provas:ons of this act are severable If‘ any prowsmn of this act or its apphcat:on is held

invalid; that mval|d1ty shall not affect other prov1s10ns or apphcatlons that can be given effect
W1thout the mvahd provnsnon or appllcatlon

S-F,{; A‘“’“LECTI'G@S jEFFECTIVE DAﬁ"”” I: FF@ m Ve Dad' 20

- -.Consmtent wnth the purposes of‘ thlS ,A(ct the requlrements on Mission Spend Ratio provided by

~ this /A(ct shall apply to each clinic’s first. full ﬁscal year begmnmg at least 6 months after passage
of thlS ;’{ct ‘

%‘\_;

S¢

u,..‘i#?-»«'
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\LSECTION 9.(X’M’ENDMENT“7" A men Jmfm »{«
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Pursuant to subdmston (c) of Secuon 10 of Artlole i of the Cahforma Consututlon, this /Kct

~ may be: anmended etther bya subsequent measure submitted to a vote of the people at a statewide
“election; or by statute vahdly passed by. the Legtslature and. sngned by the Governor, but only to
ﬁlrther the purposes of thxs f(ot

,_ )
Sfec. "'“‘*LSEC 10N510 IQOMPETING MEASURES"%“’ Cf” mpeting [Measvres

B . Inthe eveht thlS measure anc! another measure that goverus Mlsswn Spend Ratio at some or all
' 'covered chmcs appear on the same statew:de ballot, the ] prov1sr,ons of the other measure or
. measures shall be deemed to be in. conflict with this measure. Another measure shall not be

_ _‘deemed to be i conﬂtct w1th this- mieasure solely because it adds or amends one or more of the

sections of the Government Code, Health and Safety Code,- or Corporations Code added or

- amended. by this measure. In the event this measure regeives a greater number of affirmative
- votes than a measure deemed to be in conflict with it, the provisions of this measure shall prevail
"~ in thelr enttrety, and the other measure or. measutes- shall be null and void.
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