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(A) Unfunded prior fiscal year General Fund obligations pursuant
to Section §.

(B) Any repayment obligations created by the suspension of
subparagraph (4) of paragraph (1) of subdivision (a) of Section 25.5
of Article XIII.

(C) Any repayment obligations created by the suspension of
subdivision (a) of Section 1 of Article XIX B.

(D) Bonded indebtedness authorized pursuant to Section 1.3.

(4) Any unanticipated revenues remaining after any appropriations
and transfers described in paragraphs (1), (2), and (3) are made to
retire all outstanding budgetary obligations shall be used for one or
more of the following purposes:

(4) Transfer by statute to the Budget Stabilization Fund.

(B) Appropriation for one-time infrastructure or other capital
outlay purposes.

(C) Appropriation to retire, redeem, or defease outstanding general
obligation or other bonded indebtedness of the State.

(D) Return to taxpayers within the current or immediately following
fiscal year by a one-time revision of tax rates, or by rebates.

(E) Appropriation for unfunded liabilities for vested nonpension
benefits for state annuitants.

(d) For the 201011 fiscal year, and for each fiscal year thereafter,
the revenue forecast amount shall be determined as follows:

(1) The General Fund revenues for the current fiscal year shall be
forecast by extrapolating from the trend line derived by a linear
regression of General Fund revenues as a function of fiscal year for
the period of the 10 preceding fiscal years. For purposes of this
paragraph, General Fund revenues shall exclude both of the
following:

(A) The General Fund revenue effect of a change in state taxes that
affects General Fund revenues for less than the entire period of the 10
preceding fiscal years.

(B) Any proceeds of bonds authorized by subdivision (a) of Section
1.3.

(2) The amount forecast pursuant to paragraph (1) shall be
increased or decreased, as applicable, to reflect the net current fiscal
vear General Fund revenue effect of a change in state taxes for which
General Fundrevenue effects were excluded pursuant to subparagraph

(A) of paragraph (1).

PROPOSITION 1B

This amendment proposed by Assembly Constitutional Amendment 2
of the 2009-2010 Third Extraordinary Session (Resolution Chapter 2,
2009-2010 Third Extraordinary Session) expressly amends the California
Constitution by adding a section thereto; therefore, new provisions
proposed to be added are printed in ifalic type to indicate that they are
new.

PROPOSED LAW

PROPOSED AMENDMENT TO ARTICLE XVI
That Section 8.3 is added to Article X VI thereof, to read:

SEC. 8.3. (a) School districts and community college districts
shall receive supplemental education payments in the total amount of
nine billion three hundred million dollars ($9,300,000,000). These
payments shall be in lieu of the maintenance factor amounts, if any,
that otherwise would be determined pursuant to subdivision (d) of
Section 8 for the 2007-08 and 2008—09 fiscal years. These payments
are not subject to subdivision (e) of Section 8. These payments shall be
made only from the Supplemental Education Payment Account, subject
to the deposit into that account of the amounts necessary to make the
payments. The operation of this section is contingent upon the
establishment of the Supplemental Education Payment Account
pursuant to subdivision (a) of Section 20.
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(b) Commencing with the 2011-12 fiscal year, in addition to the
amounts required to be allocated pursuant to subdivisions (b) and (e)
of Section 8, the Legislature annually shall appropriate to school
districts and community college districts the amount transferred to the
Supplemental Education Payment Account pursuant to subdivision
(h) of Section 20 in satisfaction of the supplemental education
payments required by subdivision (a), until the full amount of the
supplemental education payments required by subdivision (a) has
been allocated pursuant to this section.

(c) (1) Of the appropriations made to school districts for the
2011-12 fiscal year pursuant to subdivision (b), an amount not
exceeding two hundred million dollars (3200,000,000) shall be
available only for the purposes set forth in Section 42238.49 of the
Education Code as that section read on March 28, 2009, as determined
pursuant to the funding formula set forth in that section.

(2) The remaining amount of the appropriations made to school
districts for the 2011-12 fiscal year pursuant to subdivision (b), and
all of the appropriations made to school districts pursuant to
subdivision (b) for each subsequent fiscal year, shall be allocated as
an adjustment to revenue limit apportionments, as specified by statute,
in a manner that does not limit a recipient school district with regard
to the purposes of the district for which the moneys may be expended.

(d) All amounts appropriated in a fiscal year pursuant to this
section shall be deemed allocations to school districts and community
college districts from General Fund proceeds of taxes appropriated
pursuant to Article XIII B for that fiscal year, for purposes of
determining, in the following fiscal year, the amount required
pursuant to paragraph (2) or (3), as applicable, of subdivision (b) of
Section 8.

PROPOSITION 1C

This amendment proposed by Senate Constitutional Amendment 12
of the 2007-2008 Regular Session (Resolution Chapter 143, Statutes
of 2008) and Assembly Bill 1654 of the 2007-2008 Regular Session
(Chapter 764, Statutes of 2008) and Assembly Bill 12 of the
2009-2010 Third Extraordinary Session (Chapter 8, 2009—-2010 Third
Extraordinary Session) expressly amends the California Constitution
by amending a section thereof and amends, adds and repeals sections
of the Government Code and amends a section of the California State
Lottery Act of 1984; therefore, existing provisions proposed to be
deleted are printed in strikeouttype and new provisions proposed to
be added are printed in italic type to indicate that they are new.

PROPOSED LAW

PROPOSED AMENDMENT TO ARTICLE IV OF THE
CALIFORNIA CONSTITUTION

That Section 19 of Article IV thereof is amended to read:

SEC. 19. (a) The Legislature has no power to authorize lotteries,
and shall prohibit the sale of lottery tickets in the State.

(b) The Legislature may provide for the regulation of horse races
and horse race meetings and wagering on the results.

(c) Notwithstanding subdivision (a), the Legislature by statute may
authorize cities and counties to provide for bingo games, but only for
charitable purposes.

(d) (1) Notwithstanding subdivision (a), there is authorized the
establishment-of-a California State Lottery, a lottery to be conducted
by the State and operated for the purpose of increasing revenues to
provide funds for the support of public education and other public
purposes.

(2) Notwithstanding any other provision of law or this Constitution
to the contrary, the Legislature is hereby authorized to obtain moneys
for the purposes of the California State Lottery through the sale of
future revenues of the California State Lottery and rights to receive
those revenues to an entity authorized by the Legislature to issue debt
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obligations for the purpose of funding that purchase.

(e) The Legislature has no power to authorize, and shall prohibit,
casinos of the type currently operating in Nevada and New Jersey.

(f) Notwithstanding subdivisions (a) and (¢), and any other provision
of state law, the Governor is authorized to negotiate and conclude
compacts, subject to ratification by the Legislature, for the operation
of slot machines and for the conduct of lottery games and banking and
percentage card games by federally recognized Indian tribes on Indian
lands in California in accordance with federal law. Accordingly, slot
machines, lottery games, and banking and percentage card games are
hereby permitted to be conducted and operated on tribal lands subject
to those compacts.

t

(g) Notwithstanding subdivision (a), the Legislature may authorize
private, nonprofit, eligible organizations, as defined by the Legislature,
to conduct raffles as a funding mechanism to provide support for their
own or another private, nonprofit, eligible organization’s beneficial
and charitable works, provided that (1) at least 90 percent of the gross
receipts from the raffle go directly to beneficial or charitable purposes
in California, and (2) any person who receives compensation in
connection with the operation of a raffle is an employee of the private
nonprofit organization that is conducting the raffle. The Legislature,
two-thirds of the membership of each house concurring, may amend
the percentage of gross receipts required by this subdivision to be
dedicated to beneficial or charitable purposes by means of a statute
that is signed by the Governor.

PROPOSED STATUTORY PROVISIONS

SECTION 1. More than 20 years having passed since the inception
of the California State Lottery, the Lottery, as a state-owned asset,
should be authorized to modernize its operations in order to improve
its financial performance.

SEC. 2. Section 8880.1 of the Government Code is amended to
read:

8880+—Purposcandintent

Fhe

8880.1.  The People of the State of California declare that the

purpose of this Act is support for preservation of the rights, liberties
and welfare of the people by providing additional menies moneys to
benefit education either directly or indirectly by providing funds to
pay General Fund and infrastructure bond obligations without the
imposition of additional or increased taxes.

The People of the State of California further declare that it is their
intent that the net revenues of the California State Lottery that are
allocated for public education shall not be used as substitute funds but
rather shall supplement the total amount of money allocated for public
education in California.

It is further the intent of the People of California to permanently
secure the contribution that the California State Lottery has made to
funding public education by increasing the minimum guarantee set
forth in Section 8 of Article XVI of the California Constitution.

SEC. 3. Section 8880.4 of the Government Code is amended to
read:

8880.4. Revenues For fiscal years prior to the 2009-10 fiscal
vear, total revenues of the state lottery, as defined in Section 8880.65,
shall be allocated as follows:

(a) Not less than 84 percent of the total annual revenues from the
sale of state lottery tickets or shares shall be returned to the public in
the form of prizes and net revenues to benefit public education.

(1) Fifty percent of the total annual revenues shall be returned to the
public in the form of prizes as described in this chapter.

(2) At least 34 percent of the total annual revenues shall be allocated
to the benefit of public education, as specified in Section 8880.5.
However, for the 1998-99 fiscal year and each fiscal year thereafter,
50 percent of any increase in the amount calculated pursuant to this
paragraph from the amount calculated in the 1997-98 fiscal year shall

be allocated to school districts and community college districts for the
purchase of instructional materials, on the basis of an equal amount
per unit of average daily attendance, as defined by law, and through a
fair and equitable distribution system across grade levels.

(3) All unclaimed prize money shall revert to the benefit of public
education, as provided for in subdivision (e) of Section 888632
8880.321.

(4) All of the interest earned upon funds held in the State Lottery
Fund shall be allocated to the benefit of public education, as specified
in Section 8880.5. This interest is in addition to, and shall not be
considered as any part of, the 34 percent of the total annual revenues
that is required to be allocated for the benefit of public education as
specified in paragraph (2).

(5) No more than 16 percent of the total annual revenues shall be
allocated for payment of expenses of the lottery as described in this
chapter. To the extent that expenses of the lottery are less than 16
percent of the total annual revenues, any surplus funds also shall be
allocated to the benefit of public education, as specified in this section
or in Section 8880.5.

(b) Funds allocated for the benefit of public education pursuant to
subdivision (a) are in addition to other funds appropriated or required
under existing constitutional reservations for educational purposes.
No program shall have the amount appropriated to support that
program reduced as a result of funds allocated pursuant to subdivision
(a). Funds allocated for the benefit of public education pursuant to
subdivision (a) shall not supplant funds committed for child
development programs.

(c) None of the following shall be considered revenues for the
purposes of this section:

(1) Revenues recorded as a result of a nonmonetary exchange.
“Nonmonetary exchange” means a reciprocal transfer, in compliance
with generally accepted accounting principles, between the lottery
and another entity that results in the lottery acquiring assets or services
and the lottery providing assets or services.

(2) Reimbursements received by the lottery for the cost of goods or
services provided by the lottery that are less than or equal to the cost
of the same goods or services provided by the lottery.

(d) Reimbursements received in excess of the cost of the same goods
and services provided by the lottery, as specified in paragraph (2) of
subdivision (c), are not a part of the 34 percent of total annual revenues
required to be allocated for the benefit of public education, as specified
in paragraph (2) of subdivision (a). However, this amount shall be
allocated for the benefit of public education as specified in Section
8880.5.

SEC. 4. Section 8880.4.5 is added to the Government Code, to
read:

8880.4.5. Commencing with the 2009-10 fiscal year, total
revenues of the lottery, as defined in Section 8880.65, for each fiscal
year shall be allocated as follows:

(a) Not less than 87 percent of the total revenues shall be returned
to the public as follows:

(1) The commission shall determine the percentage of total revenues
that shall be returned to the public in the form of prizes as set forth in
this chapter, provided that the percentage shall not be less than 50
percent of the total revenues.

(2) One million dollars ($1,000,000) shall be allocated to the Office
of Problem and Pathological Gambling within the State Department
of Alcohol and Drug Programs for problem gambling awareness and
treatment programs. No later than April 1 of each year, the Director
of the Office of Problem and Pathological Gambling shall report to
the commission on the effectiveness of problem gambling awareness
and treatment efforts. The funding provided pursuant to this paragraph
shall not replace or limit any other problem gambling awareness or
treatment activity determined by the director to further the purposes
of this chapter.

(3) The amount of net revenues designated by the Director of
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Finance as lottery revenue assets subject to sale pursuant to Article
6.7 (commencing with Section 63048.91) of Chapter 2 of Division 1 of
Title 6.7 shall be transferred to the Lottery Assets Fund, which is
hereby established in the State Treasury, and, notwithstanding Section
13340, is continuously appropriated for the purposes of that article.

(4) Net revenues remaining after the allocations made pursuant to
paragraphs (1) through (3) shall be transferred to the Debt Retirement
Fund, which is hereby established in the State Treasury. The Debt
Retirement Fund may be appropriated by the Legislature for the
purpose of repaying General Fund budgetary obligations,
infrastructure bond debts, and the Economic Recovery Bonds,
including reimbursement to the General Fund for the costs of these
debts.

(b) No more than 13 percent of the total revenues shall be allocated
for payment of expenses of the lottery as described in this chapter. To
the extent that expenses of the lottery are less than 13 percent of the
total revenues, surplus funds may be carried over from year to year
upon a determination by the commission that the carryover furthers
the purposes of this chapter, except that the total revenues allocated
for payment, plus carried over revenue, shall not exceed 16 percent of
the total revenues for the year in which carried over revenue is
available. Excess carried over revenue shall be allocated pursuant to
subdivision (a).

(c) None of the following shall be considered revenues for the
purposes of this section:

(1) Revenues recorded as a result of a nonmonetary exchange.
“Nonmonetary exchange” means a reciprocal transfer, in compliance
with generally accepted accounting principles, between the lottery
and another entity that results in the lottery acquiring assets or
services and the lottery providing assets or services.

(2) Reimbursements received by the lottery for the cost of goods or
services provided by the lottery that are less than or equal to the cost
of the same goods or services provided by the lottery.

SEC. 5. Section 8880.5 of the Government Code is amended to
read:
The

8880.5. The California State Lottery Education Fund is created
within the State Treasury, and is continuously appropriated for
carrying out the purposes of this chapter. The For fiscal years prior to
the 2009—-10 fiscal year, the Controller shall draw warrants on this
fund and distribute them quarterly in the following manner, provided
that the payments specified in subdivisions (a) to (g), inclusive, shall
be equal per capita amounts.

(a) Payments shall be made directly to public school districts,
including county superintendents of schools, serving kindergarten
and grades 1 to 12, inclusive, or any part thereof, on the basis of an
equal amount for each unit of average daily attendance, as defined by
law and adjusted pursuant to subdivision (/).

(b) Payments shall also be made directly to public school districts
serving community colleges, on the basis of an equal amount for each
unit of average daily attendance, as defined by law.

(c) Payments shall also be made directly to the Board of Trustees of
the California State University on the basis of an amount for each unit
of equivalent full-time enrollment. Funds received by the trustees
shall be deposited in and expended from the California State University
Lottery Education Fund, which is hereby created or, at the discretion
of the trustees, deposited in local trust accounts in accordance with
subdivision (j) of Section 89721 of the Education Code.

(d) Payments shall also be made directly to the Regents of the
University of California on the basis of an amount for each unit of
equivalent full-time enrollment.

(e) Payments shall also be made directly to the Board of Directors
of the Hastings College of the Law on the basis of an amount for each
unit of equivalent full-time enrollment.

(f) Payments shall also be made directly to the Department of the
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Youth Authority for educational programs serving kindergarten and
grades 1 to 12, inclusive, or any part thereof, on the basis of an equal
amount for each unit of average daily attendance, as defined by law.

(g) Payments shall also be made directly to the two California
Schools for the Deaf, the California School for the Blind, and the three
Diagnostic Schools for Neurologically Handicapped Children, on the
basis of an amount for each unit of equivalent full-time enrollment.

(h) Payments shall also be made directly to the State Department of
Developmental Services and the State Department of Mental Health
for clients with developmental or mental disabilities who are enrolled
in state hospital education programs, including developmental centers,
on the basis of an equal amount for each unit of average daily
attendance, as defined by law.

(1) No Budget Act or other statutory provision shall direct that
payments for public education made pursuant to this chapter be used
for purposes and programs (including workload adjustments and
maintenance of the level of service) authorized by Chapters 498, 565,
and 1302 of the Statutes of 1983, Chapter 97 or 258 of the Statutes of
1984, or Chapter 1 of the Statutes of the 1983—84 Second Extraordinary
Session.

(j) School districts and other agencies receiving funds distributed
pursuant to this chapter may at their option utilize funds allocated by
this chapter to provide additional funds for those purposes and
programs prescribed by subdivision (i) for the purpose of enrichment
or expansion.

(k) As a condition of receiving any moneys pursuant to subdivision
(a) or (b), each district and county superintendent of schools shall
establish a separate account for the receipt and expenditure of those
moneys, which account shall be clearly identified as a lottery education
account.

(I) Commencing with the 1998-99 fiscal year, and each year
thereafter, for the purposes of subdivision (a), average daily attendance
shall be increased by the statewide average rate of excused absences
for the 199697 fiscal year as determined pursuant to the provisions of
Chapter 855 of the Statutes of 1997. The statewide average excused
absence rate, and the corresponding adjustment factor required for the
operation of this subdivision, shall be certified to the State Controller
by the Superintendent of Public Instruction.

(m) It is the intent of this chapter that all funds allocated from the
California State Lottery Education Fund and pursuant to Section
8880.5.5 shall be used exclusively for the education of pupils and
students and no funds shall be spent for acquisition of real property,
construction of facilities, financing of research, or any other
noninstructional purpose.

SEC. 6. Section 8880.5.5 is added to the Government Code, to
read:

8880.5.5. (a) Notwithstanding Section 13340 of the Government
Code, commencing with the 2009—10 fiscal year and each fiscal year
thereafter, the following annual appropriations are hereby made from
the General Fund:

(1) To the State Department of Education, for allocation to school
districts, county offices of education, and charter schools serving
kindergarten and grades 1 to 12, inclusive, or any part thereof, on the
basis of an equal amount for each unit of average daily attendance, as
defined by law and adjusted pursuant to subdivision (l) of Section
8880.5, an amount equal to the payments made during the 2008—09
fiscal year pursuant to subdivision (a) of Section 8§880.5, adjusted for
inflation and attendance. The amount appropriated each year
pursuant to this paragraph shall be determined by multiplying the
amount appropriated in the preceding fiscal year by one plus the
percent change in average daily attendance, as defined by law and
adjusted pursuant to subdivision (l) of Section 8880.5, for school
districts, county offices of education, and charter schools serving
kindergarten and grades 1 to 12, inclusive, from the second preceding
fiscal year to the preceding fiscal year and then by applying a cost-of-
living adjustment pursuant to paragraph (10) of this subdivision.
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(2) To the Board of Governors of the California Community
Colleges, for allocation to community college districts, on the basis of
an equal amount for each full time equivalent student, as defined by
law, an amount equal to the payments made during the 2008—09 fiscal
yvear pursuant to subdivision (b) of Section 8880.5, adjusted for
inflation and attendance. The amount appropriated each year
pursuant to this paragraph shall be determined by multiplying the
amount appropriated in the preceding fiscal year by one plus the
percent change in full time equivalent students for community college
districts from the second preceding fiscal year to the preceding fiscal
vear and then by applying a cost of living adjustment pursuant to
paragraph (10) of this subdivision.

(3) To the Board of Trustees of the California State University, an
amount equal to the payments made during the 2008—09 fiscal year
pursuant to subdivision (c) of Section 8880.5, adjusted for inflation
and attendance. The amount appropriated each year pursuant to this
paragraph shall be determined by multiplying the amount appropriated
in the preceding fiscal year by one plus the percent change in full-time
equivalent students for the California State University system from the
second preceding fiscal year to the preceding fiscal year and then by
applying a cost-of-living adjustment pursuant to paragraph (10) of
this subdivision.

(4) To the Regents of the University of California, an amount equal
to the payments made during the 2008—09 fiscal year pursuant to
subdivision (d) of Section 8880.5, adjusted for inflation and attendance.
The amount appropriated each year pursuant to this paragraph shall
be determined by multiplying the amount appropriated in the preceding
fiscal year by one plus the percent change in full-time equivalent
students for the University of California system from the second
preceding fiscal year to the preceding fiscal year and then by applying
a cost-of-living adjustment pursuant to paragraph (10) of this
subdivision.

(5) To the Board of Directors of the Hastings College of the Law, an
amount equal to the payments made during the 2008—09 fiscal year
pursuant to subdivision (e) of Section 8880.5, adjusted for inflation
and attendance. The amount appropriated each year pursuant to this
paragraph shall be determined by multiplying the amount appropriated
in the preceding fiscal year by one plus the percent change in full-time
equivalent students for the Hastings College of the Law from the
second preceding fiscal year to the preceding fiscal year and then by
applying a cost-of-living adjustment pursuant to paragraph (10) of
this subdivision.

(6) To the California Department of Corrections and Rehabilitation,
for educational programs serving kindergarten and grades 1 to 12,
inclusive, or any part thereof, an amount equal to the payments made
during the 2008—09 fiscal year pursuant to subdivision (f) of Section
8880.5, adjustedforinflation and attendance. The amount appropriated
each year pursuant to this paragraph shall be determined by
multiplying the amount appropriated in the preceding fiscal year by
one plus the percent change in equivalent average daily attendance
for the Department of Corrections and Rehabilitation Division of
Juvenile Justice from the second preceding fiscal year to the preceding
fiscal year and then by applying a cost-of-living adjustment pursuant
to paragraph (10) of this subdivision.

(7) To the State Department of Education, for support of the State
Special Schools, an amount equal to the payments made during the
2008—09 fiscal year pursuant to subdivision (g) of Section 8880.5,
adjusted for inflation and attendance. The amount appropriated each
vear pursuant to this paragraph shall be determined by multiplying
the amount appropriated in the preceding fiscal year by one plus the
percent change in equivalent average daily attendance for the State
Special Schools from the second preceding fiscal year to the preceding
fiscal year and then by applying a cost-of-living adjustment pursuant
to paragraph (10) of this subdivision.

(8) To the State Department of Developmental Services, for clients
with developmental disabilities who are enrolled in developmental

center education programs, an amount equal to the payments made to
the State Department of Developmental Services during the 2008—09
fiscal year pursuant to subdivision (h) of Section 8880.5, adjusted for
inflation and attendance. The amount appropriated each year
pursuant to this paragraph shall be determined by multiplying the
amount appropriated in the preceding fiscal year by one plus the
percent change in equivalent average daily attendance for the State
Department of Developmental Services from the second preceding
fiscal year to the preceding fiscal year and then by applying a cost-of-
living adjustment pursuant to paragraph (10) of this subdivision.

(9) To the State Department of Mental Health, for clients with
mental disabilities who are enrolled in state hospital education
programs, an amount equal to the payments made to the State
Department of Mental Health during the 2008—09 fiscal year pursuant
to subdivision (h) of Section 8880.5, adjusted for inflation and
attendance. The amount appropriated each year pursuant to this
paragraph shall be determined by multiplying the amount appropriated
in the preceding fiscal year by one plus the percent change in
equivalent average daily attendance for the State Department of
Mental Health from the second preceding fiscal year to the preceding
fiscal year and then by applying a cost-of-living adjustment pursuant
to paragraph (10) of this subdivision.

(10) The amounts appropriated pursuant to this subdivision shall
be increased each year by the change in the cost-of-living determined
pursuant to paragraph (1) of subdivision (e) of Section 8 of Article
XIII B of the California Constitution.

(b) The amounts appropriated for the 2009—10 fiscal year pursuant
to paragraphs (1), (2), (6), (7), (8), and (9) of subdivision (a) shall be
in addition to the sums required by, and shall not be considered
towards fulfilling the funding requirements of Section 8 of Article XVI
of the California Constitution.

(c) The amounts appropriated for the 2009—10 fiscal year pursuant
to paragraphs (1), (2), (6), (7), (8), and (9) of subdivision (a) shall not
offset or in any way reduce the maintenance factor determined
pursuant to subdivisions (d) and (e) of Section 8 of Article XVI of the
California Constitution, and shall be in addition to the amount of
maintenance factor allocated in the 2009-10 fiscal year pursuant to
subdivision (e) of Section 8 of Article XVI of the California
Constitution.

(d) Commencing with the 2010—11 fiscal year and each fiscal year
thereafter, for the purposes of making the computations required by
Section 8 of Article XVI of the California Constitution, the
appropriations made by paragraphs (1), (2), (6), (7), (8), and (9) of
subdivision (a) of this section for the prior fiscal year shall be deemed
to be included within the “total allocations to school districts and
community college districts from General Fund proceeds of taxes
appropriated pursuant to Article XIII B,” as defined in subdivision (e)
of Section 41202 of the Education Code.

(e) Commencing with the 2010-11 fiscal year, the percentage
determined pursuant to paragraph (1) of subdivision (b) of Section 8§
of Article XVI of the California Constitution, as adjusted pursuant to
Chapter 2 (commencing with Section 41200) of Part 24 of the Education
Code, shall be increased by adding to it the number of percentage
points determined by dividing the total amount allocated pursuant to
subdivisions (a), (b), (f), (), and (h) of Section 8880.5 for the 2008—
09 fiscal year by the total General Fund revenues that may be
appropriated pursuant to Article XIII B of the California Constitution
Jfor the 2008—-09 fiscal year.

(f) Commencing with the 2009—10 fiscal year, references in law to
lottery education funds, to funds allocated pursuant to Section 8880.5,
to funds allocated from the California State Lottery Education Fund,
or similar references in law to the proceeds of lottery revenues
allocated for the benefit of public education to the entities described
in subdivisions (a), (b), (f), (g), and (h) of Section 8880.5 shall be
deemed to be references to the funds appropriated pursuant to this
section. This subdivision shall be broadly construed to effectuate its

Text of Proposed Laws | 51



TEXT OF PROPOSED LAWS

(PROPOSITION 1C CONTINUED)

purpose.

SEC. 7. Section 8880.25 of the Government Code is amended to
read:

Fhe

8880.25. The Lottery shall be inittated—and operated so as to
produce the maximum amount of net revenues tosupp’remenﬁhefota%

a available

for allocatlon pursuant to Sections 8880 4 and 8880 4.5.

SEC. 12. Section 8880.56 of the Government Code is amended to
read:

8880.56. (a) Notwithstanding any other provistens provision of
this chapter or of any other law, the director may—purehas&ordease

thrs—ehapfer has express authorzty, subject only to commission
approval, to make any and all expenditures that are necessary or
reasonable for effectuating the purposes of this chapter, including, but
not limited to, payment for the costs of supplies, materials, tickets,
independent audit services, independent studies, data transmission,
advertising, promotion, consumer, retailer, and employee incentives,
public relations, communications, compensation paid to the lottery
gameretailers, bonding for lottery gameretailers, printing, distribution
of tickets or shares, reimbursement of costs of services provided to the
lottery by other governmental entities, and payment for the costs of
any other goods and services necessary or reasonable for effectuating
the purposes of this chapter. The director may not contract with any
private party for the operation and administration of the California
State Lottery, created by this chapter. However, this section does not
preclude procurements whieh that integrate functions such as game
design, supply, advertising, and public relations. In all procurement
decisions, the director shall, subject to the approval of the commission,
award contracts to the responsible supplier submitting the towestand
best proposal that maximizes the benefits to the state in relation to the
areas of security, competence, experience, and timely performance,
shall take into account the particularly sensitive nature of the California
State Lottery and shall act to promote and ensure integrity, security,
honesty, and fairness in the operation and administration of the lottery
and the objective of raising net revenues for the benefit of the public
purpose described in this chapter. With regard to employee incentives,
the director shall exercise his or her authority consistent with the
provisions of Chapter 10.3 (commencing with Section 3512) of Division
4 of Title 1.

(b) Notwithstanding any other provision of this chapter, the
following shall apply to contracts or procurement by the lottery:

(1) To ensure the fullest competition, the commission shall adopt
and publish competitive bidding procedures for the award of any
procurement or contract involving an expenditure of more than one
five hundred thousand dollars ($166;660) (3500,000). The competitive
bidding procedures shall include, but not be limited to, requirements
for submission of bids and accompanying documentation, guidelines
for the use of requests for proposals, invitations to bid, or other
methods of bidding, and a bid protest procedure. The director shall
determine whether the goods or services subject to this paragraph are
available through existing contracts or price schedules of the
Department of General Services.

(2) The contracting standards, procedures, and rules contained in
this subdivision shall also apply with respect to any subcontract
involving an expenditure of more than ene five hundred thousand
dollars ($166;600) ($500,000). The commission shall establish, as
part of its bidding procedures for general contracts, subcontracting
guidelines that implement this requirement.

(3) The provisions of Article 1 (commencing with Section 11250) of
Chapter 3 of Part 1 of Division 3 apply to the commission.

(4) The commission is subject to the Small Business Procurement
and Contract Act, as provided in Chapter 6.5 (commencing with
Section 14835) of Part 5.5 of Division 3.
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(5) In advertising or awarding any general contract for the
procurement of goods and services exceeding five hundred thousand
dollars ($500,000), the commission and the director shall require all
bidders or contractors, or both, to include specific plans orarrangements
to utilize subcontracts with socially and economically disadvantaged
small business concerns. The subcontracting plans shall delineate the
nature and extent of the services to be utilized, and those concerns or
individuals identified for subcontracting if known.

It is the intention of the Legislature in enacting this section to
establish as an objective of the utmost importance the advancement of
business opportunities for these small business concerns in the private
business activities created by the California State Lottery. In that
regard, the commission and the director shall have an affirmative duty
to achieve the most feasible and practicable level of participation by
socially and economically disadvantaged small business concerns in
its procurement programs.

By July 1, 1986, the commission shall adopt proposal evaluation
procedures, criteria, and contract terms which are consistent with the
advancement of business opportunities for small business concerns in
the private business activities created by the California State Lottery
and which will achieve the most feasible and practicable level of
participation by socially and economically disadvantaged small
business concerns in its procurement programs. The proposal
evaluation procedures, criteria, and contract terms adopted shall be
reported in writing to both houses of the Legislature on or before July
1, 1986.

For the purposes of this section, socially and economically
disadvantaged persons include women, Black Americans, Hispanic
Americans, Native Americans (including American Indians, Eskimos,
Aleuts, and Native Hawaiians), Asian-Pacific Americans (including
persons whose origins are from Japan, China, the Philippines,
Vietnam, Korea, Samoa, Guam, the United States Trust Territories of
the Pacific, Northern Marianas, Laos, Cambodia, and Taiwan), and
other minorities or any other natural persons found by the commission
to be disadvantaged.

The commission shall report to the Legislature by July 1, 1987, and
by each July 1 thereafter, on the level of participation of small
businesses, socially and economically disadvantaged businesses, and
California businesses in all contracts awarded by the commission.

(6) The commission shall prepare and submit to the Legislature by
October 1 of each year a report detailing the lottery’s purchase of
goods and services through the Department of General Services. The
report shall also include a listing of contracts awarded for more than
one hundred thousand dollars ($100,000), the name of the contractor,
amount and term of the contract, and the basis upon which the contract
was awarded.

The

(¢c) The lottery shall fully comply with the requirements of
paragraphs (2) to (5), inclusive, of subdivision (b), except that any
function or role which is otherwise the responsibility of the Department
of Finance or the Department of General Services shall instead, for
purposes of this subdivision, be the sole responsibility of the lottery,
which shall have the sole authority to perform that function or role.

(d) Where a conflict exists between the provisions of this chapter
and any other provision of law, the provisions of this chapter shall
control.

SEC. 14. Section 8880.63 of the Government Code is repealed

SEC. 15. Sectlon 8880 64 of the Government Code is amended to

read:

8880.64. (a) Expenses of the lottery shall include all costs incurred
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pursuant to Section 8880.56. As a promotional expense, the
commission may supplement the prize pool of a game or games upon
its determination that a supplement will benefit the public purpose of
this chapter.

(b) Expenses recorded as a result of a nonmonetary exchange shall
not be considered an expense for the purposes of Seettenr Sections
8880.4 and 8880.4.5 and this section. “Nonmonetary exchange” means
areciprocal transfer, in compliance with generally accepted accounting
principles, between the lottery and another entity that results in the
lottery acquiring assets or services and the lottery providing assets or
services.

SEC. 16. Section 8880.65 of the Government Code is amended to
read:

88860-65: TFransferof NetRevenues

Fhe-fundsremaining-inthe-State Fottery Fund-after-aceruat-ofatt
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8880.65.  (a) For the purposes of this chapter, the total revenues o,
the lottery shall include all revenue received by the California State
Lottery, including, but not limited to, revenue from the sale of tickets
or shares, merchandising revenue, advertising revenue, interest
earnings on moneys in the State Lottery Fund, and unclaimed prizes
returned to or retained by the State Lottery Fund. The net revenues of
the lottery shall include total revenues remaining after accrual of all
obligations of the lottery for prizes and expenses.

The

(b) For fiscal years prior to the 2009—10 fiscal year, the net revenues
of the Fettery lottery shall be transferred from the State Lottery Fund
not less than quarterly to the California State Lottery Education
Fund.

(c) Commencing with the 2009—-10 fiscal year, the net revenues of
the lottery shall be transferred from the State Lottery Fund as required
by Section 8880.4.5.

SEC. 17. Section 5 of the California State Lottery Act of 1984 is
amended to read:

Sec. 5. Neprovistenn The provisions of this Act, except Sections
8880.5 and 8880.5.5 which may be amended only by a vote of the
People, may be changed exeept-to-further-itspurpose for the purpose
of modernizing the California State Lottery or to further the purposes
of this Act as set forth in Sections 8§880.1 and 8880.25 of the Government
Code by a bill passed by a vote of two-thirds of the membership of
both houses of the Legislature and signed by the Governor.

PROPOSITION 1D

This amendment proposed by Assembly Bill 17 of the 2009-2010
Third Extraordinary Session (Chapter 11, 2009-2010 Third
Extraordinary Session) is submitted to the people in accordance with
the provisions of Section 10 of Article II of the California
Constitution.

This proposed law amends sections of the Health and Safety Code
and amends a section of, and adds a section to, the Revenue and

Taxation Code; therefore, provisions proposed to be deleted are printed
in strikeouttype and new provisions proposed to be added are printed
in italic type to indicate that they are new.

PROPOSED LAW

SECTION 1.
amended to read:

Section 130105 of the Health and Safety Code is

130105. The California Children and Families Trust Fund is
hereby created in the State Treasury.

(a) The California Children and Families Trust Fund shall consist of
moneys collected pursuant to the taxes imposed by Section 30131.2 of
the Revenue and Taxation Code.

(b) All costs to implement this act shall be paid from moneys
deposited in the California Children and Families Trust Fund.

(c) The State Board of Equalization shall determine within one year
of the passage of this act the effect that additional taxes imposed on
cigarettes and tobacco products by this act has on the consumption of
cigarettes and tobacco products in this state. To the extent that a
decrease in consumption is determined by the State Board of
Equalization to be the direct result of additional taxes imposed by this
act, the State Board of Equalization shall determine the fiscal effect
the decrease in consumption has on the funding of any Proposition 99
(the Tobacco Tax and Health Protection Act of 1988) state health-
related education or research programs in effect as of November 1,
1998, and the Breast Cancer Fund programs that are funded by excise
taxes on cigarettes and tobacco products. Funds shall be transferred
from the California Children and Families Trust Fund to those affected
programs as necessary to offset the revenue decrease directly resulting
from the imposition of additional taxes by this act. These
reimbursements shall occur, and at any times, as determined necessary
to further the intent of this subdivision.

(d) The California Children and Families Trust Fund shall be used
to provide direct health care services, human services, including
services for at-risk families who are involved with the child welfare
system administered by the county welfare department, and direct
early education services, including preschool and child care. Moneys
shall be allocated and appropriated from the California Children and
Families Trust Fund, except as authorized in subparagraph (H) of
paragraph (1), and Section 30131.45 of the Revenue and Taxation
Code, as follows:

(1) Twenty percent shall be allocated and appropriated to separate
accounts of the state commission for expenditure according to the
following formula:

(A) Five percent shall be deposited in an Education Account for
expenditures to ensure that children are ready to enter school and for
programs relating to education, including, but not limited to, the
development of educational materials, professional and parental
education and training, and technical support for county commissions
in the areas described in subparagraph (A) of paragraph (1) of
subdivision (b) of Section 130125.

©r

(B) Three percent shall be deposited in a Child Care Account for
expenditures to ensure that children are ready to enter school and for
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