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Proposition 30: The Schools and Local Public Safety Protection Act of 

2012 

August 2012 

 

SDCTA opposes Proposition 30.  Proposition 30 would increase the state’s 

personal income tax and sales and use tax rates, making California the highest 

income taxed state in the country and increasing the sales tax rate that is 

already the highest in the nation.  Given the delicate nature of our state 

economy and the risk of migration following tax increases, compounding this 

problem with additional tax increases could have a negative effect on our 

attempt to attract and retain businesses and create jobs. Rather than focus on 

reform efforts, such as pension reform, tax increases have been offered as a 

means to provide funding to services such as education.   

 

 California’s projected budget deficit for Fiscal Year (FY) 2013 is estimated 

to be $15.7 billion.   

 The FY 2013 budget was originally anticipated to total $9.2 billion, but 

increased due to overly optimistic revenue projections included within the FY 

2012 budget. 

 The state’s personal income tax imposes rates ranging from 1.0% to 9.3% on 

the portions of a taxpayer’s income in several income brackets, with the 9.3% 

rate applying to income in excess of $48,029 for single filers and $96,058 for 

joint filers.   

 The state’s current sales and use tax rate (7.25%) is expected to generate 

nearly $21 billion in FY 2013. 

 If approved by voters, Proposition 32 would increase the personal income tax 

rate for those earning more than $250,000 a year for seven years and increase 

the sales tax rate by 0.25% for four years. 

 Revenue estimates state the measure would generate between $6.8 billion to 

$9.0 billion for FY 2013 and between $5.4 billion to $7.6 billion in the 

following five fiscal years.   

 Studies show that increases in the personal income tax rate affect the 

migration flows of taxpayers and income throughout the country. 

 In California, a large share of the state’s sales tax is derived from purchases 

by businesses, and an increase in the sales tax could increase the cost of 

doing business. 

 Under Proposition 30, the state could not impose new requirements to 2011 

realignment without providing sufficient funding.  As well, the measure 

makes permanent the revenue formulas within the SUT and VLF that are 

allocated to local governments to pay for the programs realigned in 2011. 
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Title: Local Schools and Early Education Investment and Bond Debt Reduction Act 

Election: November 2012 General Election 

Description:  Increases personal income tax rates until 2018 and sales tax by .025 percent until 2016. 

Revenues would be dedicated toward Proposition 98 funding.  Makes permanent funding allocation to local 

governments for realignment programs. 

Jurisdiction:  State 

Type: Initiative Constitutional Amendment 

Vote: Simple Majority 

Fiscal Impact: Tax increases would generate between $5.4 billion to $7.6 billion, on average, each year 

between fiscal year 2014 and fiscal year 2018.  

 Proposition 30: The Schools and Local Public Safety Protection Act of 
2012 

August 2012 
 
Board Action:        OPPOSE 
 

 
Rationale:  
 
The chronic state budget deficits have lead elected leaders to rely on tax increases to balance the 
state’s budget, as is the case with the Fiscal Year 2013 budget.  Rather than focus on reform 
efforts, such as pension reform, tax increases have been offered as a means to provide funding to 
services such as education.  Proposition 30 would increase the state’s personal income tax and 
sales and use tax rates, making California the highest income taxed state in the country and 
increasing the sales tax rate that is already the highest in the nation.  Given the delicate nature of 
our state economy and the risk of migration following tax increases, compounding this problem 
with additional tax increases could have a negative effect on our attempt to attract and retain 
businesses and create jobs.  Language within the measure protecting local jurisdictions from the 
state imposing additional unfunded mandates to take over state programs should be introduced 
and considered during the legislative session. 
 
Background: 
 
California’s Budget Deficit 
California’s projected budget deficit for Fiscal Year (FY) 2013 is estimated to be $15.7 
billion.  The FY 2013 budget was originally anticipated to total $9.2 billion, but increased due 
to overly optimistic revenue projections included within the FY 2012 budget.1  The FY 2012 
budget agreement included increasing revenue projections by an additional $4 billion.  The 
California Department of Finance recently estimated that not only will the additional $4 
billion in revenues not materialize, but revenues will fall an additional $1.2 billion short. 
Figure 1 outlines the past budget deficits that were purported to be addressed during budget 
negotiations between the governor and legislature. 
 

                                                 
1
 “Optimistic projections led to dramatic surge in California budget deficit”. By Kevin Yamamura. 

Sacramento Bee. June 15, 2012. 
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Figure 1: Past California Budget Deficits2 

 
 
Education Spending 
Proposition 98 (Prop 98), the “School Funding for Instructional Improvement and 
Accountability Initiative” establishes a minimum level of funding for public schools and 
community colleges (K-14).  Funding is provided mainly through local property taxes and 
the General Fund.  This funding level changes each year with the economy and changes in 
school attendance.3 
 
For FY 2013, Prop 98 funding is projected to increase by 10 percent, from $47 billion in FY 
2012 to $52 billion in FY 2013.  Figure 2 outlines Prop 98 funding between FY 2009 and the 
Governor’s proposed FY 2013 budget.  Total Prop 98 funding has decreased between FY 
2009 ($49 billion) and FY 2012 ($47 billion), but is projected to increase again in FY 2013 
($52 billion). 
 
Figure 2: Proposition 98 Funding 

 
 
California Personal Income Tax 
The state’s personal income tax imposes rates ranging from 1.0 percent to 9.3 percent on the 
portions of a taxpayer’s income in several income brackets, with the 9.3 percent rate 
applying to income in excess of $48,029 for single filers and $96,058 for joint filers.  An 

                                                 
2
 California Legislative Analyst’s Office Budget Overview Reports. Fiscal Year 2009-2013. 

3
 Proposition 98 - the “School Funding for Instructional Improvement and Accountability Initiative”. 

SDCTA Backgrounder. 
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additional 1.0 percent tax applies to income over $1 million, with associated revenues 
dedicated to mental health services.4 
 
Total personal income tax revenue has increased by 24 percent, from $44 billion in FY 2009 
to a projected $55 billion in FY 2013.  Figure 3 outlines personal income tax revenue each 
year between FY 2009 and FY 2013. 
 
Figure 3: California Personal Income Tax Revenue5 

 
 
California Sales and Use Tax 
California’s sales and use tax (SUT) is levied on the final purchase price of tangible consumer 
goods, except for food and certain other items.  The SUT rate consists of both a statewide 
rate (currently 7.25 percent) and a local rate.  Figure 4 outlines SUT revenue each year 
between FY 2009 and FY 2013. 
 
Figure 4: California SUT Revenue6 

 
 
Local cities and counties also have the ability to adopt voter-approved increases in the SUT 
rate.  San Diego County voters have approved a 0.5 percent increase in the SUT rate 
dedicated toward transportation projects.  Other local jurisdictions have approved additional 
increases for public safety specific or general purposes: Vista (0.5 percent), National City (1.0 
percent), La Mesa (0.75 percent) and El Cajon (1 percent). 

                                                 
4
 Legislative Analyst’s Office Review of Initiative File No. 11-0088, Amendment #1S. 

5
 FY 2009 – 2011 California Single Audit Reports and FY 2013 May Revised Budget. 

6
 Ibid. 



 
707 Broadway, Suite 905, San Diego, CA  92101 

P: (619) 234-6423 • F: (619) 234-7403 • www.sdcta.org 

 

Page 5 of 11 

Realignment 
As part of the FY 2012 state budget, the Legislature adopted shifts in state program 
responsibilities and revenues directed to local governments, also known as “realignment”.  
The program responsibilities shifted to local governments (primarily counties) include court 
security, adult offenders and parolees, public safety grants, mental health services, substance 
abuse treatment, child welfare programs, and adult protective services.7 
 
The state budget dedicates $6.3 billion in revenues from three sources to local governments 
to cover these costs.  The funding sources include: 
 

 $5.1 billion from 1.0625 percent of the statewide SUT rate to counties 

 $462 million from vehicle license fee (VLF) rate 

 $763 million on a one-time basis from the mental health services fund 
 
Past SDCTA Positions 
The San Diego County Taxpayers Association (SDCTA) has consistently opposed proposals 
to increase the personal income tax rate in California.  In 2009, SDCTA opposed 
Proposition 1A, which in part would have increased the tax rate for each bracket by a 0.25 
percentage point.  In 2006, SDCTA opposed Proposition 82 which would have increased tax 
rates by another 1.7 percentage points on those earning more than $400,000 a year, with 
revenues dedicated to preschool education.  In addition, SDCTA has a standing position of 
opposing sales tax increase measures, which has included Proposition D in the City of San 
Diego (2010) and Propositions A (Chula Vista) and 1A (state) in 2009.  
 
Proposal: 
 
Proposition 30, the Schools and Local Public Safety Protection Act of 2012, is an initiative 
that received at least 504,760 valid signatures to appear on the November 2012 ballot.  If 
approved by voters, Proposition 30 would amend the California Constitution to include the 
following: 
 

 Makes permanent allocation of SUT and VLF revenues allocated to local 
governments to pay for realigned programs. 

 Constrains state’s ability to adopt additional realignment programs after September 
2012 unless additional funding provided. 

 Limits local government’s ability to seek additional reimbursements for realignment 
programs. 

 Increase personal income taxes for five years starting in the 2012 tax year. 

 Increase SUT rate for four years. 

 Revenues from tax increases dedicated to K-12 (89 percent) and community college 
(11 percent) funding. 

 
Figure 5 outlines the current (as of 2011 tax year) and proposed personal income tax 
marginal rates and brackets should voters adopt Proposition 30.  The tax rates would be in 
effect for seven years – starting in the 2012 tax year and ending at the conclusion of the 2018 
tax year. 

                                                 
7
 Legislative Analyst’s Office Review of Initiative File No. 12-0001. 
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Figure 5: Current Personal Income Tax Marginal Rates8 

Single or Married/RDP 
Filing Separately 

Married or RDP Filing 
Jointly 

Head of Household 
Current 

Marginal 
Tax Rate 

Proposed Bracket 
(Individual; head of 

household; joint 
filers) 

Proposed 
Additional 

Marginal Tax 
Rate 

$0-$7,316 $0-$14,632 $0-$14,642 1.0% 
  

$7,316-$17,346 $14,632-$34,692 $14,642-$34,692 2.0% 
  

$17,346-$27,377 $34,692-$54,754 $34,692-$44,721 4.0% 
  

$27,377-$38,004 $54,754-$76,008 $44,721-$55,348 6.0% 
  

$38,004-$48,029 $76,008-$96,058 $55,348-$65,376 8.0% 
  

$48,029-$100,000 $96,058-$200,000 $65,376-$136,118 9.3% 
  

$100,000-$250,000 $200,000-$500,000 $136,118-$340,294 9.3% 
$250,000-$300,000; 
$340,000-$408,000; 
$500,000-$600,000 

1.0% 

$250,000-$500,000 $500,000-$1,000,000 $340,294-$680,589 9.3% 
$300,000-$500,000; 
$408,000-$680,000; 
$600,000-$1 million 

2.0% 

$500,000-$1,000,000 $1,000,000-$2,000,000 $680,589-$1,361,178 9.3% $500,000+;                   
$680,000+;                         
$1 million+ 

3.0% 

$1,000,000-$2,500,000 $2,000,000-$5,000,000 $1,361,178-$3,402,944 9.3% 

Over $2,500,000 Over $5,000,000 Over $3,402,944 9.3% 

 
Proposition 30 would also temporarily increase the state SUT rate by 0.25 percent for a 
period of four years – from January 1, 2013 through the end of 2016.   
 
Revenue from these tax increases would be transferred to a newly created Education 
Protection Account (EPA), and would be dedicated strictly to K-12 and community college 
education funding.  The funding would also count toward the Proposition 98 minimum 
funding guarantee. 
 
Fiscal Impact: 
 
If voters approve Proposition 30, the Legislative Analyst’s Office (LAO) estimates the 
measure would generate an average annual increase of $5.4 billion between FY 2014 and FY 
2018.  The California Department of Finance (DOF) estimates the increases would generate 
$7.6 billion.  For FY 2013, the LAO estimates revenues at $6.8 billion while the DOF 
estimates $9 billion (Figure 6).  For FY 2019, the personal income tax increase would only be 
in effect for only six months of the fiscal year before expiring, thus generating lesser 
amounts of state revenues. 
 
For FY 2013, revenues would reflect six months of SUT receipts and 18 months of personal 

                                                 
8
 Ibid. The additional 1 percent rate for mental health services would still apply to income in excess of $1 

million. 
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income tax receipts, while for FY 2017, six months of SUT and personal income tax receipts 
would be generated. 
 
Figure 6: Proposition 30 Revenue Estimates9 

 
 
Because the new tax revenue would be used in the Proposition 98 minimum guarantee, 
additional general fund revenues typically used to provide this funding would be available for 
other potential uses, or to balance the state budget.  Due to the temporary nature of the tax 
increases, beginning in FY 2017 there could be additional budget constraints due to the loss 
of revenue and need for general fund revenues to pay for education funding. 
 
Policy Discussion: 
 
Impact of Higher Personal Income Tax Rates 
A recent literature review conducted by the Center on Budget and Policy Priorities states, 
“…there is no compelling evidence to date of real responses to upper income taxpayers to 
changes in the tax rates...if the alternative to raising taxes is larger deficits, then modest tax 
increases on high-income households would likely be more beneficial for the economy over 
the long run.”10  Furthermore, the review states, “An important study by tax economists Joel 
Slemrod and Alan Auerbach found that such reductions in reported income largely reflect 
timing and other tax avoidance strategies that taxpayers adopt to minimize their taxable income, not 
changes in real work, savings, and investment behavior.”11  The argument for the decline in 
reported taxable income is that high-income earners change the timing of when they derive 
income as well as the utilization of other types of tax avoidance and evasion. 
 
Following an increase in the “millionaire’s tax” in New Jersey in 2004, the New Jersey 
Department of the Treasury completed a study reviewing how income taxes and other 
economic factors affect the migration flows of taxpayers and income throughout the 
country.  The study concluded, “[A]verage marginal tax rates had a small but significant 
effect on migration decisions in the U.S. and in New Jersey.  We estimate that higher New 
Jersey income taxes after 2003 was associated with a reduction of more than 20,000 

                                                 
9
 Ibid. 

10
 “Recent Studies Find Raising Taxes on High-Income Households Would Not Harm the Economy.” By 

Chye-Ching Huang. Center on Budget and Policy Priorities. April 24, 2012. 
11

 Ibid. 
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taxpayers and a loss of annual income of at least $2.5 billion.”12  The study goes on to further 
state that tax-induced migration would not come close to eclipsing immediate revenue gain 
from a tax increase, but losses would cumulate over time.  The study used annual Internal 
Revenue Service data from 1992 to 2008. 
 
Tax Rates Across the US 
California currently has the second highest income tax rates among US states, with only 
Hawaii surpassing California with the highest rate at 11 percent.  Most small businesses are S 
Corporations, partnerships or sole proprietorships, and pay their business taxes at the rates 
for individuals.  Passage of Proposition 30 would move California to having the highest tax 
rate in the county at 11.5 percent. 
 
California Income Tax Data 
An evaluation of data from the California Franchise Tax Board shows that in the 2009 tax 
year (latest available), the number of tax returns for the income class above $100,000 has 
account for approximately 15 percent of total returns (See Figure 7).   
 
Figure 7: 2009 Tax Year Returns by Income Class13 

 
 
For the 2009 tax year, the total tax liability for all income classes amounted to approximately 
$38.8 billion. Figure 8 outlines the make-up of this total liability by income class.  In 2009, 
nearly 80 percent of the total tax liability came from those making over $100,000 in adjusted 
gross income, despite more than five times as many returns being filed by those making less 
than $100,000. 
 
 
Figure 8: Percent of Total Tax Liability – 2009 Tax Year14 

                                                 
12

 “The Effects of Marginal Tax Rates on Interstate Migration in the U.S.”. Roger Cohen, Andrew Lai, and 

Charles Steindel. New Jersey Department of the Treasury. October 2011. 
13

 State of California Franchise Tax Board 2010 Annual Report. Table B-2. 
14

 Ibid. 
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If the theory holds true that an increase on marginal tax rates for high income earners will 
cause these individuals to migrate, California could experience a significant loss in tax 
revenue due to the over-reliance on those earning more than $100,000 a year. 
 
Increase in Sales Tax 
California, despite a 1 percentage point reduction in its sales tax rate that took effect July 1, 
2011, still has the highest state-level rate at 7.25 percent.  Five states tie for the second-
highest statewide rate with 7 percent each: Indiana, Mississippi, New Jersey, Rhode Island, 
and Tennessee.  Following the expiration of tax increases in FY 2012 due to the failure of 
past attempts to extend temporary taxes in a special 2009 election, it was expected a family 
of four would save more than $1,000 a year.15   
 
The sales tax is considered a “regressive tax”, by which the impact is greatest on low-income 
earners rather than higher-income earners.  In addition to the increase in the state’s income 
tax, the addition of an increase in the state’s sales tax could negatively impact businesses.  As 
the cost of doing business increases, so does the potential of an increase in prices which 
could place a greater burden on consumers.  In California, a large share of the state’s sales 
tax is derived from purchases by businesses.16 
 
Because the state’s budget heavily relies upon both income tax revenue and sales tax 
revenue, an increase in both rates and subsequent loss of economic activity could hamper 
growth in state revenues.  Furthermore, both tax increases are temporary, and depending on 
future budget decisions and the state of the economy, the loss of these additional tax 
revenues could create additional budget pressure when the proposed tax increases expire.17 
 
 
Realignment Funding 
Should voters approve Proposition 30, the state could not impose new requirements to 2011 
realignment resulting in increased costs without providing sufficient funding.  As well, the 
measure makes permanent the revenue formulas within the SUT and VLF that are allocated 
to local governments to pay for the programs realigned in 2011.  If these sources are reduced 
or eliminated, the state is required to provide alternative funding that is at least equal to the 

                                                 
15

 “California's sales and vehicle taxes head down”. By Shane Goldmacher and Esmeralda Bermudez. Los 

Angeles Times. July 1, 2011. 
16

 Consumption Tax Options for California. Public Policy Institute of California. June 2011. 
17

 Legislative Analyst’s Office Review of Initiative File No. 12-0001. 
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amount that would have been generated.  Therefore, the measure would reduce the financial 
uncertainty and risk for local governments under realignment. 
 
List of Proponents: 

 

 Governor Jerry Brown 

 California Teachers Association 

 American Federation of State and Municipal Employees 

 California Building and Construction Trades Council 

 California Federation of Teachers  

 California School Employees Association  

 Service Employees International Union  
 
Proponent Arguments: 
 

 The initiative prevents additional school and public safety cuts by asking California’s 
highest earners to pay a little bit more - just three percent over seven years. Only 
families making more than $500,000 a year are subject to this tax. 

 It temporarily increases the sales tax by one quarter of one percent.  Even with this 
slight increase, sales taxes will be lower – that’s right, lower -- than they were less 
than a year ago. 

 This initiative will raise $8.5 billion for next year’s budget.  This new revenue will be 
put into a special fund for public schools and will prevent deeper cuts to education. 

 It is the only initiative being proposed that works within the framework of the state 
finance system and, therefore, will actually help balance the budget deficit. 

 The initiative also establishes a constitutional guarantee for public safety funding at 
the local level--which will save the state billions in prison costs over the long term. 

 The plan is a balanced approach to eliminating our deficit - for every $1 of revenue 
raised, there are $3 of cuts. 

 The money raised by this initiative is subject to an independent audit every year to 
ensure it is being spent only for education.  The funds will be placed in a special 
account that the Legislature can’t touch.  Also, none of the money can be used for 
state bureaucracy or administrative costs. 

 
List of Opponents: 

 

 Californians for Reforms and Jobs, Not Taxes 

 Howard Jarvis Taxpayers Association 

 Lew Uhler, National Tax Limitation Committee 

 National Federation of Independent Business 

 Small Business Action Committee 
 
Opponent Arguments: 
 

 The governor has put tax hikes ahead of job creation. Californians have consistently 
voted down tax-only proposals. 
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 Only raises taxes on already struggling small-business owners without a shred of 
reform or a shred of assurance that jobs are going to be created to get California 
back on track again. 

 The measure is a tax on all Californians. Sales taxes for all Californians will increase 
over the current rate by more than 3% to a statewide average of 8.4%, the highest in 
the country. Income taxes for individuals and small businesses will increase by up to 
32%. 

 The politicians and special interests behind the tax increase refuse to pass meaningful 
reforms that would cut waste, reform out of control pensions or eliminate needless 
bureaucracy and spending programs. 

 Much of the massive income tax increase will fall on small businesses because many 
of them pay individual taxes on their earnings, not corporate taxes. 


