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In brief
What happened?

The 2026 Billionaire Tax Act, Initiative No. 25-0024, is a proposed statewide ballot initiative for the
November 2026 California ballot that would impose a one-time 5% excise tax on individuals with net
worth exceeding $1 billion, with a phase-out between $1 billion and $1.1 billion.

Why is it relevant?

The tax would introduce new and complex valuation methods for net worth and business interests,
including a book value plus earnings multiplier calculation, as well as strict rules regarding charitable
pledges and trusts. The initiative also signals increasing political focus around taxing wealth in
California, which has implications for taxpayers in the state’s top wealth tiers.

If passed, this tax potentially could raise approximately $100 billion in one-time revenue allocated
primarily to healthcare funding and food assistance programs through the newly created 2026 Billionaire
Tax Reserve Fund.

Notably, the proposal has generated early opposition from Governor Gavin Newsom (D) and the
California Chamber of Commerce, forecasting a potentially contentious campaign ahead.
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Actions to consider

Taxpayers with net worth near or above the $1 billion threshold should carefully evaluate their asset
holdings, particularly those involving complex business interests, trusts, and charitable contributions,
given the proposed valuation approaches and inclusion rules. They also may want to consult legal and tax
professionals to understand exposure, while engaging with policy stakeholders.

Given the anticipated opposition, taxpayers and advisors should track amendments and the initiative’s
progress to be placed on the ballot.

In detail

Overview of the 2026 Billionaire Tax Act

Initiative 25-0024, known as the 2026 Billionaire Tax Act, was submitted to the California Attorney
General’s Office on October 25, 2025, by Service Employees International Union — United Healthcare
Workers West (SEIU-UHW). The SEIU-UHW is a union of healthcare workers in California, representing
healthcare staff. Following its submission, the Attorney General’s Office has a 65-day window to draft a
clear title and summary to facilitate signature and public circulation. In November, the text of the
Billionaire Tax Act was amended and remains under public review.

The proposal would levy a one-time 5% excise tax on individuals with net worth over $1 billion, phasing
out between $1.0 billion and $1.1 billion. The tax would apply to virtually all forms of personal property
and wealth, including shares of stock, bonds, and other financial interests, but would exclude directly
held real property. The net worth measurement date would be December 31, 2026.

Revenue from the tax would be deposited into a newly created state fund, the 2026 Billionaire Tax
Reserve Fund, and would be allocated to healthcare funding and food assistance programs. The fund’s
revenue would be allocated 90% to the Billionaire Tax Health Account and 10% to the Billionaire Tax
Education and Food Assistance Account. The tax is expected to raise $100 billion in one-time revenue.

Valuing business interests

For ownership in any "non-public" business entity or non sole proprietorship (equity, debt, contractual
interests, etc.), the fair market value for tax purposes would be calculated as the book value of the entity
(under generally accepted accounting principles) plus a present value multiplier equal to 7.5 times the
entity’s average annual book profits over the current year and the two preceding years, multiplied by the
taxpayer’s percentage ownership.

However, if an individual controls the voting interest in an entity the following rule applies:

“For any interests that confer voting or other direct control rights, the percentage of the business entity
owned by the taxpayer shall be presumed to be not less than the taxpayer's percentage of the overall
voting or other direct control rights.”

Where a special class of voting interest exists--different than equity ownership--a taxpayer could be
attributed under this provision more than their equity interest value in the business.

These rules would apply unless the taxpayer or the tax authority submits a “certified appraisal”
demonstrating a materially different fair market value. This “certified appraisal” could be needed by all
individuals that effectively control an entity but have less then 100% economic interest in the entity.



Tax Insights | PwC

Charitable pledges

A pledge to make a subsequent contribution to a charitable or philanthropic organization would not
reduce a taxpayer’s net worth if it was made after October 15, 2025.

Response to the initiative

The day after the initiative was submitted to the Attorney General’s Office, Governor Gavin Newsom (D)
expressed opposition to the Billionaire’s Tax Act. Additionally, the California Chamber of Commerce
voted on December 5, 2025 to formally oppose the initiative.

Timeline for passage

The initiative follows standard procedures for ballot signature collection and qualification, with key
deadlines in 2026. The timeline for the initiative began with its submission to the Attorney General on
October 22, 2025, triggering a 65-day period for review and title certification. Following certification,
proponents have up to 180 days to collect the required 875,000 valid signatures to qualify the measure
for the November 2026 ballot. Key deadlines include:

e April 17, 2026 — Secretary of State’s suggested last day for proponents to file the petition with
county elections officials when using the random sample method to be placed on the November
2026 ballot.

e June 25,2026 — Deadline for signature verification.

Observation: 1t is still too early to predict whether this initiative will be placed on the ballot. However,
since its submission at the end of October, the 2026 Billionaire Tax Act has garnered significant attention
from both the business community and media outlets. As a result, if placed on the ballot, there could be a
campaign waged in opposition to its passage. Historically, tax increase initiatives have not passed in
California when faced with a well-funded opposition campaign (e.g., oil severance tax). The early and
explicit opposition from Governor Newsom is particularly consequential, as past initiatives have been
effectively defeated when his opposition was widely publicized. Therefore, while the tax enjoys labor
support and some public appeal, overcoming a well-funded and organized opposition campaign, should
one develop, could be a substantial hurdle to overcome.

Let’s talk

If you have questions about how this initiative may affect you, please contact:

State and Local Tax Services

Jon Sperring Eran Liron
+1 916-601-9707 (650) 346-1593
jon.a.sperring@pwc.com eran.j.liron@pwc.com
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