
























































































































































agencies. Any federal grants or matching funds, or gifts, donations, bequests or grants. shall be
directed to the purposes of the Act and shall be deposited in the applicable account of the Act if
related to specific programs within the Act or in the fund if related generally to the purposes of
the Act.

(2) Funding from state. federal, or other public or private sources that would
otherwise be used in the absence of funding available under this Act shall not be reduced or
diverted in order to be supplanted by funding available under this Act.

(d) (1) _The monies deposited in the fund may be used to reimburse state agencies and
counties for the direct costs they actually incur in administering the Act pursuant to this
subdivision. The reimbursement under this subdivision shall be the exclusive means by which
any of the amounts in the fund may be used by state or local agencies, or counties for the
administration of the Act. The reimbursement set forth in this subdivision is intended to fund the
costs of any state mandates that may be associated with the Act. Any regulations adopted by any
state agency in furtherance of the Act shall not constitute a reimbursable mandate on the
counties.

(2) Within the Administrative Cost Reimbursement Account, there shall be created a
County Surcharge Administrative Cost Reimbursement Subaccount and a State Agency
Administrative Cost Reimbursement Subaccount. The monies in each of these two subaccounts
shall be used solely for the purposes and in the manner described in this subdivision.

(A)  The funds in the County Surcharge Administrative Cost Reimbursement
Subaccount shall be available for administrative costs incurred by counties to implement the Act,

such as the administrative costs associated with assessing and collecting the surcharge
established by section 5950. '

(B)  The funds in the State Agency Administrative Cost Reimbursement Subaccount
shall be available for administrative costs incurred by state agencies to implement the Act that
would not have been incurred but for the implementation of the Act, and shall not include, by
way of example, general overhead costs.

3) As of the date of the enactment of the Act, fifty million dollars ($50,000.000) of
the loan amounts described in subdivision (g) are appropriated from the General Fund to the

County Surcharge Administrative Cost Reimbursement Subaccount. On or before January 1,

2017, the fifty million dollars appropriated to the County Surcharge Administrative Cost
Reimbursement Subaccount by this paragraph shall be allocated and distributed to each county

as determined by the Board of Equalization based on a methodology that reflects each county’s
relative workload associated with the implementation of the Act through June 30, 2017, by
considering factors that may include the size of the property tax roll in each county, the number
of parcels on the roll in each county and the number of parcels subject to the surcharge.

(4)(A) For fiscal year 2017-18, the annual Budget Act may allocate an amount not to
exceed 0.6% of the projected revenues of the surcharge for fiscal year 2017-18 to the County
Surcharge Administrative Cost Reimbursement Subaccount. If the annual Budget Act allocates
monies to the County Surcharge Administrative Cost Reimbursement Subaccount, the annual
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Budget Act shall further allocate these monies to-each county based on a methodology that
reflects each county’s relative workload associated with the implementation of the Act through
June 30, 2018, by considering factors that may include the size of the property tax roll in each
county, the number of parcels on the roll in each county and the number of parcels subject to the

surcharge.

(B)  For fiscal year 2017-18, the annual Budget Act may allocate an amount not to
exceed 0.4% of the projected revenues of the surcharge for fiscal year 2017-18 to the State
Agency Administrative Cost Reimbursement Subaccount. If the annual Budget Act allocates
monies to the State Agency Administrative Cost Reimbursement Subaccount, the annual Budget
Act shall further allocate these monies to individual state agencies based on a methodology that
reflects each state agency’s relative workload associated with the implementation of the Act
through June 30, 2018.

(C)  Any loan amounts from the General Fund authorized by subdivision (g) that have
not been loaned to the Administrative Cost Reimbursement Account or any of its subaccounts
during fiscal year 2016-17 may be used to fund the allocations to the County Surcharge
Administrative Cost Reimbursement Subaccount and/or the State Agency Administrative Cost
Reimbursement Subaccount made in accordance with this paragraph.

(5)(A) For fiscal year 2018-19 through and including fiscal year 2036-37, inclusive, the
annual Budget Act may establish an appropriation not to exceed 0.6% of the revenues of the
surcharge during the prior fiscal year to the County Surcharge Administrative Cost
Reimbursement Subaccount. If the annual Budget Act allocates monies to the County Surcharge
Administrative Cost Reimbursement Subaccount, the annual Budget Act shall further allocate
these monies to each county based on a methodology that reflects each county’s relative
workload associated with the implementation of the Act during the applicable fiscal year, by
considering factors that may include the size of the property tax roll in each county, the number
of parcels on the roll in each county and the number of parcels subject to the surcharge.

(B)  For fiscal year 2018-19 through and including fiscal year 2036-37, inclusive, the
annual Budget Act may establish an appropriation not to exceed 0.4% of the revenues of the
surcharge for during the prior fiscal year to the State Agency Administrative Cost
Reimbursement Subaccount. If the annual Budget Act allocates monies to the State Agency
Administrative Cost Reimbursement Subaccount, the annual Budget Act shall further allocate
these monies to individual state agencies based on a methodology that reflects each state
agency’s relative workload associated with the implementation of the Act during the applicable

fiscal year.

(6)(A) For fiscal year 2037-38. the annual Budget Act may establish an appropriation not
to exceed 0.6% of the total amount projected to remain in the fund on July 1, 2037, to the County
Surcharge Administrative Cost Reimbursement Subaccount. If the annual Budget Act allocates
monies to the County Surcharge Administrative Cost Reimbursement Subaccount, the annual
Budget Act shall further allocate these monies to each county based on a methodology that
reflects each county’s relative workload associated with the implementation of the Act during
fiscal year 2037-38, by considering factors that may include the size of the property tax roll in
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each county, the number of parcels on the roll in each county and the number of parcels subject
to the surcharge.

(B) _ For fiscal year 2037-38, the annual Budget Act may establish an appropriation not
to exceed 0.4% of the total amount projected to remain in the fund on July 1, 2037, to the State
Agency Administrative Cost Reimbursement Subaccount. If the annual Budget Act allocates
monies to the State Agency Administrative Cost Reimbursement Subaccount, the annual Budget
Act shall further allocate these monies to individual state agencies based on a methodology that
reflects each state agency’s relative workload associated with the implementation of the Act
during fiscal year 2037-38.

(e) Monies deposited in the fund during a fiscal year shall be deposited and allocated,
in the following order of priority. Once a priority has been met in full for a fiscal year, no more
payments shall be deposited or allocated to that priority during that fiscal year.

(1) An amount equal to any outstanding monies borrowed from the General Fund
pursuant to subdivision (g) plus any interest thereon shall be returned to the General Fund as
soon as possible after the surcharge revenues are deposited in the fund.

(2)(A) During fiscal year 2017-18, monies shall be deposited into the Administrative
Cost Reimbursement Account equal to any allocation made for any of the subaccounts therein
for fiscal years 2016-17 and 2017-18 in accordance with subdivision (d) that were not funded by
loans from the General Fund pursuant to subdivision (g). An additional amount equal to 1% of
the projected surcharge revenues for 2017-18 shall be deposited in the Administrative Cost
Reimbursement Account. Any amounts deposited in the Administrative Cost Reimbursement
Account as of July 1, 2018, in excess of the allocation made to the Administrative Cost
Reimbursement Account for fiscal year 2018-19 in accordance with subdivision (d) shall be
returned to the fund and distributed as monies deposited in the fund during fiscal year 2018-19.

(B)  During fiscal years 2018-19 through 2036-37. inclusive, an amount equal to 1%
of the projected surcharge revenues for the applicable fiscal year shall be deposited in the
Administrative Cost Reimbursement Account. Any amounts deposited in the Administrative
Cost Reimbursement Account as of July 1 of the following fiscal year in excess of the allocation
made to the Administrative Cost Reimbursement Account for the following fiscal year in
accordance with subdivision (d) shall be returned to the fund and distributed as monies deposited
in the fund during the following fiscal year.

(3)__ An amount equal to any reduction in taxes received by the State of California as a
result of deductions taken on income tax returns for the surcharges paid pursuant to Section
5950, as determined by the Franchise Tax Board, that have not been reimbursed from the fund to
the General Fund shall be deposited in the General Fund.

(4) An amount equal to the product of the number of newly designated California
Promise Zones for the applicable fiscal year described in the report to the Legislature mandated
by subdivision (f) of Section 11003 of the Education Code for which grants are available under
subdivision (g) of Section 11003 of the Education Code and $500,000 shall be deposited into the
California Promise Zone Account.
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(5) Any remaining monies after the priorities described in paragraphs (1) through-(4).
inclusive, have been met shall be deposited and allocated, based on the following percentages:

(A) 15.0% shall be deposited in the Home Visiting Account for the purpose of
implementing the Prenatal and Early Childheod Services Program established pursuant to
Division 121 (commencing with Section 152000) of the Health and Safety Code).

(B) 57.0% shall be deposited in the Early Childhood Education Account for the
purpose of implementing the Education for California Children Program established pursuant to
Part 9.7 (commencing with Section 14800) of Division 1 of Title 1 of the Education Code and
Section 8203.1 of the Education Code).

[(®)) 10.0% shall be deposited in the Job Training Account for the purpose of
implementing the Sector Specific Job Training and Tax Credit Program established pursuant to
Division 6 (commencing with Section 9200) of the Labor Code, and Sections 17060 and 23696.

(D) 8.0% shall be deposited in the CalWORKS Account for the purposes of
increasing the maximum aid payment level and funding other increased CalWORKS costs
resulting from the increased aid payments pursuant to Section 11450.026 of the Welfare and
Institutions Code; and

(E) 10.0% shall be deposited in the Farned Income Tax Credit Account for the
purposes of the portion of the California Earned Income Tax Credit established by subdivision
(c) of Section 17052, as amended by the Act.

@ The Controller may use the monies in the fund for cashflow loans to the General
Fund as provided in Sections 16310 and 16381 of the Government Code, except that
notwithstanding any other provision of law, interest shall be paid on all money transferred from
the fund pursuant to this subdivision. Interest payable under this section shall be computed at a
rate determined by the Pooled Money Investment Board to be the current earning rate of the
fund.

(2) To enable the funding of the Administrative Cost Reimbursement Account until
the full collection of the surcharge in fiscal year 2017-18. there is hereby authorized a temporary
start-up loan from the General Fund to the Administrative Cost Reimbursement Account to fund
the implementation of this Act in an amount not to exceed one hundred million dollars
($100.000,000) in the aggregate for fiscal years 2016-17 and 2017-18. This subdivision shall not
be construed to authorize any transfer that interferes with the carrying out of essential
governmental functions funded by the General Fund. All loans pursuant to this appropriation
shall be repaid to the General Fund with interest by June 30, 2018, from the first proceeds of the
surcharge collected under Section 5950. Interest payable under this section shall be computed at
a rate determined by the Pooled Money Investment Board to be the current earning rate of the
General Fund. Such repayment shall be deducted from the accounts or subaccounts where the
proceeds of the loan were deposited.

(h) For fiscal years 2017-18 and thereafter, the following shall apply:
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(1) On or before the beginning of the applicable fiscal year, the Department of
Finance shall estimate for the applicable fiscal year:

(A)  the sum of the amount that the following monies transferred from the fund
reimburse the General Fund for reductions in revenue resulting from the Act for the applicable

fiscal year:

(1) the monies transferred from the fund pursuant to paragraph (3) of subdivision (e);

(ii) the monies transferred from the Job Training Account pursuant to subdivision (h)
of Section 17060;

(iii) _ the monies transferred from the Job Training Account pursuant to subdivision (h)
of Section 23696: and

(iv)  the monies transferred from the Earned Income Tax Credit Account pursuant to
paragraph (1) of subdivision (c¢) of Section 17052.

(B) The amount described in subparagraph (A) for the prior fiscal year.

(C) _ The amount that would be required to be provided to school districts and
community colleges if the amounts calculated in (1) for the applicable fiscal year were
considered General Fund proceeds of taxes under the minimum funding guarantee pursuant to
Section 8 of Article X VI of the California Constitution.

(2) For the applicable fiscal year, the annual Budget Act shall allocate the estimated
amount described in subparagraph (C) of paragraph (1) derived from the funds transferred to the
General Fund listed in subparagraph (A) of paragraph (1) to school districts or community
colleges in addition to the funds required to be appropriated to school districts or community
colleges pursuant to Section 8 of Article XVI of the California Constitution.

(3) If the Department of Finance changes its estimate of the amount described in
subparagraph (B) of paragraph (1) for the applicable fiscal year, the annual Budget Act for the
fiscal year following the date on which the Department of Finance changes its estimate shall
adjust the funds allocated to school districts or community colleges equal to the increase or
decrease of the amount of the change by the Department of Finance of its estimate of the amount
described in subparagraph (B) of paragraph (1) for the applicable fiscal year.

(4) Nothing in this subdivision shall be interpreted to make any revenues of the
surcharge subject to section 8 of Article XVI of the California Constitution.

Section 5952 For purposes of this division, the following definitions shall apply.

(a) The “Act” shall mean the Lifting Children and Families out of Poverty Act.

(b) “First surcharge threshold” means $3.000.000. adjusted upward each year by the
percentage increase, if any. in the California consumer price index, in a manner prescribed by the
Board of Equalization.
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(c) “Fund” means the Lifting Children and Families out of Poverty Fund.

(d) “Maximum per unit rental value” means $2.000.000, adjusted upward each year
by the percentage increase, if any, in the California consumer price index. in a manner prescribed
by the Board of Equalization.

(e) “Second surcharge threshold” means $5.000.000. adjusted upward each year by
the percentage increase, if any. in the California consumer price index. in a manner prescribed-by
the Board of Equalization.

(H “State agency” means any office. department, division, bureau., board.
commission or agency of the state.

(2) “Surcharge” means the surcharge enacted by section 5950 of the Revenue and
Taxation Code.

(h) “Third surcharge threshold” means $10.000.000. adjusted upward each vear by
the percentage increase, if any, in the California consumer price index. in a manner prescribed by
the Board of Equalization.

6 Unless the context otherwise requires, division 1 of chapter 1 of part 1 of division
1 shall govern the construction of this division.

SECTION XV. Part 3.8 of the Government Code is added to read:
Part 3.8. Information on Expenditures from the Lifting Children and Families out
of Poverty Fund.

Section 13899 (a) Commencing in 2019 and annually thereafter, on or before January
1. the following reports shall be submitted to the Legislature:

(D The Board of Equalization shall report on the status of implementation of Section
X1V of the Act, including, without limitation, the amounts of the surcharge established by
Section 5950 of the Revenue and Taxation Code collected and other information as may be
determined by the Legislature.

(2) The Department of Public Health shall report on the status of implementation of
Section III of the Act, including, without limitation, the information described in subdivision (c)
of Section 152009 of the Health and Safety Code and other information as may be determined by
the Legislature.

3) The Department of Education shall report on the status of implementation of

Sections IV, V and IX of the Act, including, without limitation, the information described in
Section 14805 of the Education Code and information as may be determined by the Legislature.

(4) The Governor’s Office of Business and Economic Development shall report on
the status of implementation of Section VI of the Act, including. without limitation, information
as may be determined by the Legislature.
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(5 The Franchise Tax Board shall report on the status of implementation of Sections
VIIL, VIII and XTI of the Act, including, without limitation, the information described in
subdivision (h) of Section 17052 of the Revenue and Taxation Code and other information as
may be determined by the Legislature.

(6) The Department of Social Services shall report on the status of implementation of
Section X of the Act, including, without limitation, information as may be determined by the

Legislature.

(b) For purposes of this section, the “Act” shall mean the Lifting Children and
Families out of Poverty Act.

SECTION XVL

This Act shall become inoperative on January 1, 2040. No surcharge pursuant to section
XIII shall be required to paid after that date unless the surcharge was owed during the period in
which the Act was operative. Any funds remaining in the Lifting Children and Families out of
Poverty Fund as of that date shall be transferred to the General Fund.

SECTION XVIL

This Act is repealed on January 1 of the year following the date on which the Act
becomes inoperative.

SECTION XVIIL

If any provision of this Act is held to be unconstitutional or invalid for any reason, such
unconstitutionality or invalidity shall not affect the validity of any other provision.

SECTION XIX.

This Act shall become inoperative upon a final judicial determination by the California
Supreme Court or any California Court of Appeal that the revenues collected pursuant to the Act
that are deposited in the Lifting Children and Families out of Poverty Fund are any of the
following: General Fund proceeds of taxes, General Fund revenues, or allocated local proceeds
of taxes, each as used in section 8 of Article X V1 of the California Constitution.

SECTION XX.

Notwithstanding any other provision of law to the contrary, the provisions of this Act
shall be implemented immediately upon its effective date, except as otherwise set forth in this
Act.

SECTION XXI.

This Act shall be broadly construed to accomplish its purposes.
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SECTION XXII.

Except for the enactment of an increase in state taxation which shall be governed by the
vote requirements of other provisions of the California Constitution, or where otherwise
specified in the Act, any of the statutory provisions of this Act may be amended by a majority
vote of each house of the Legislature to make the programs in Sections I through X of this Act
more effective, so long as such amendments are consistent with and further the intent of this Act.
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