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Prop 40: California Billionaire Tax

Medicaid (health care for low income families, covers 30% of
Californians) hit by federal defunding (HR1)

Absent state action, fraction of Californians uninsured will in-
crease from 6% to 10%+4 (undoing 1/3 of Obamacare progress)

Prop 40 is a one-time 5% wealth tax on California billionaires
residents as of January 1st, 2026 based on their Dec 31, 2026
comprehensive worldwide wealth

Payable over 5 years with deferral option for illiquid billionaires

Raises approximately $100 billion from 250 billionaires to back-
fill federal defunding of Medicaid over next 5 years

Targets billionaires because their wealth has surged and their
taxes are comparatively low



Wealth and Tax Data Sources
1) Forbes realtime billionaire list daily since 2019
2) Forbes 400 richest Americans, annual (Sept) since 1982

Forbes data based on SEC filings for publicly traded stock (2/3
of CA billionaire wealth) and various data for private wealth

3) Individual income taxes estimated using California tax statis-
tics for top earners and Balkir-Saez-Yagan-Zucman finding:
income of top .001% wealthiest = 50% of top .001% incomes

4) Detailed tax computations for the top 4 centi-billionaires
can be done using SEC filings for compensation, dividends,
stock sales, stock donations



California Billionaire Wealth by Industry
(% of Total California Billionaire Wealth, end of 2025)
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Wealth of California billionaires ($ billion, end of year)
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California Top .001% wealth per family

CA top. 001% average wealth per family
(2026 $billions)

7.6% real
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California Top .001% wealth vs. average income

CA top. 001% average wealth per family
(2026 $billions)

7.6% real
growth per year

1.5% real
growth per year
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California top .001% wealth (% of total annual AGI)

100%

90% California billionaires (top .001%=top 225 richest today)
now have as much wealth as what all Californians

80% : :
report as annual adjusted gross income (AGI)
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CA income tax paid by billionaires ($ billion)

California billionaires pay $3B/year in CA income tax
or .26% of their wealth each year (average 2019-2025)
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Wealth of CA billionaires vs. their CA income taxes ($b)
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900~ Cumulative CA income tax paid by CA billionaires:

$21 billion over 2019-2025 = only 1.6% of their wealth gains
0
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California income tax in 2024
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California income tax in 2024 vs. 5% Wealth Tax
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California Income Tax Paid by the Top 4 Centibillionaires on Company Wealth
All amounts in nominal S millions

Mark Jensen
Larry Page Sergei Brin Zuckerberg  Huang
(Alphabet) (Alphabet) (Meta) (Nvidia) All top 4

Wealth at the beginning of 2019 41,600 40,100 47,800 2,900 132,300
Wealth at end of 2025 244,200 225,400 225,600 160,200 855,500
CA income tax 2019 0) 0) 26 6 33
CA income tax 2020 0) 0) 35 20 55
CA income tax 2021 241 168 299 59 766
CA income tax 2022 120 84 3 61 267
CA income tax 2023 0) 0) 11 28 39
CA income tax 2024 83 54 166 55 358
CA income tax 2025 87 56 126 89 359

Centibillionaires with massive wealth gains can avoid income tax by not realizing
income: No salary, no dividends, modest stock sales. Page and Brin had zero income
from Google in 2019, 2020, 2023 (computations based on SEC mandatory disclosures)



Wealth Gains and Taxes Paid by the Top 4 on company wealth, 2019-2025
All amounts in nominal S millions

Mark Jensen
Larry Page Sergei Brin Zuckerberg  Huang
(Alphabet) (Alphabet) (Meta) (Nvidia) All top 4

Wealth gain 2019-2025 202,700 185,300 177,900 157,400 723,200
CA income tax paid 2019-2025 530 360 670 320 1,880
Total CA income tax/wealth gain 0.26% 0.19% 0.38% 0.20% 0.26%
Total taxes paid 2019-2025 8,380 7,500 9,420 2,480 27,790
Total taxes/wealth gain 4.1% 4.0% 5.3% 1.6% 3.8%

Total taxes include fed+CA individual+payroll taxes (estimated with SEC data), all
corporate+property taxes (estimated with compustat). Corporate taxes on profits at
source is 75% of total taxes. If billionaires leave, only CA income tax is lost to CA.



Wealth of CA billionaires vs. their total taxes ($b)
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$113 billion over 2019-2025 = only 8.5% of their wealth gains
O
2019 2020 2021 2022 2023 2024 2025 2026



Impacts on Tax Revenue and Mobility

California residents as of Jan 1st, 2026 are taxable if billion-
aires by the end of 2026

Ballot announced Nov 26, 2025, almost impossible to sever CA
tax residency (residence, professional ties, social ties) before
Jan 1st, 2026

Revenue loss: Leavers would stop paying CA income tax

CA billionaires pay very little CA income tax ($3B/year) =
Leavers CA income tax loss small relative to $100B wealth tax
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Scoring the One-Time 5% Wealth Tax
All amounts in nominal S billions

Wealth Annual CA
Wealth of tax Wealth income tax
# California California avoidance  tax loss from
billionaires Dbillionaires rate revenue leavers

Benchmark: Forbes estimates as of
7/1/2026 + 10% avoidance (half from
leavers) 250 2,307 10% 104 -0.15

Adding reported leavers: Benchmark +

Page, Thiel, Hankey, Kalanick left before

2026. Brin, Zuckerberg, and Andy Fang

will also leave in 2026. 250 2,307 23% 39 -0.52

Even if the top 3 (Brin, Page, Zuckerberg) leave, annual CA income tax loss is modest

at $0.5B because top 3 pay much less in taxes relative to wealth than other billionaires



California Income Tax vs. Wealth Tax for the Top 4
All amounts in nominal S millions

Top 3 (have threatened to leave)

Page Brin Zuckerberg  Huang

(Alphabet) (Alphabet) (Meta) (Nvidia)
Company wealth as of Sept 4, 2026 263,500 242,200 209,200 196,000
5% Wealth tax 13,175 12,110 10,460 9,800
Annual CA income tax 2019-25 76 52 95 45

Huang is "perfectly fine" paying the 5% tax = $9.8B
$9.8B =44 years of CA individual income tax ($76+$52+$95M) paid by the top 3
who have threatened to leave



A. Pareto coefficient b (actual and projected)
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B. Density distribution (Forbes vs. adding missing)

Projected density adding missing billionaires

620 billionaires

Forbes density (2026/04/15)
250 billionaires
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Scoring the One-Time 5% Wealth Tax
All amounts in nominal S billions

Wealth Annual CA
Wealth of tax Wealth income tax
# California California avoidance  tax loss from
billionaires billionaires rate revenue leavers

Benchmark: Forbes estimates as of
7/1/2026 + 10% avoidance (half from

leavers) 250 2,307 10% 104 -0.15

Adding missing small billionaires:

Benchmark + Pareto extrapolation for

missed billionaires in the range (S1b,

$4.5b) with 20% avoidance 620 2,957 12% 128 -0.20

Forbes real-time misses many small billionaires below $5B

Pareto law extrapolation implies about 620 CA billionaires (instead of 250)



From a One-time to A Permanent Wealth Tax

Successful one-time wealth tax raises likelihood of permanent
wealth tax in CA making some billionaires leave permanently

Rational expectations: mobility matches actual wealth tax

e — semi-elasticity of billionaire wealth with respect to the tax
rate: a 1% wealth tax reduces local billionaire wealth by e%

Revenue maximizing tax rate is 7* = 1/e
CA income tax = pre-existing billionaire wealth tax g = 0.2%

With e < 500, adding a (small) permanent wealth tax raises
revenue for CA

Empirical estimates of local wealth taxes in Switzerland and
Spain found e = 10 due to mobility
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Wealth and income tax revenue from billionaires
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A Small Permanent Wealth Tax on Top 4 Centibillionaires
All amounts in nominal S millions

Top 3 (have threatened to leave)

Page Brin Zuckerberg  Huang

(Alphabet) (Alphabet) (Meta) (Nvidia)
Company wealth as of Sept 4, 2026 263,500 242,200 209,200 196,000
1% Wealth tax 1,960
Annual CA income tax 2019-2025 76 52 95 45

Huang will be "perfectly fine" paying annual 1% wealth tax = $2B
$2B = 9 times the CA individual income tax ($76+$52+$95M) paid by the top 3
A 1% annual wealth tax nets CA revenue even if 3/4 of centibillionaires leave



Impacts on the Broader Economy

Silicon Valley is the best place for tech start-ups (and hence
to become a billionaire) due to agglomeration effects

Permanent wealth tax could induce retired billionaires to leave
But CA businesses don't move even if billionaires owners do

Capital inflow: Venture Capitalist funding to CA businesses is
surging in 2026 due to Al unprecedented race and boom

Wealth tax simply dilutes ownership (e.g. Huang's stake in
Nvidia falls from 3% to 2.85% after 5% tax)
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Why Do Rauh et al. Get a Negative Score?

1) They assume that 30% of billionaire wealth left before
1/1/2026 and forever because billionaires expect the tax to
become permanent

...but they don’'t count the tax revenue from such a future
permanent wealth tax (1% annual tax raises 7 times more
than one-time 5% tax in PDV)

2) They overestimate California income tax of leavers (essen-
tially the top 3) relative to our SEC analysis by a factor 5
($1.5B vs. $0.3B using SEQ)

3) They discount 50% of wealth tax revenue due to legal risk:
$100B vs. $100Bx(1-.3)x50%=%$35B
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Policy Implications

A billionaire rich state like California can raise significant rev-
enue with a moderate permanent wealth tax (say 1%) even if
some billionaires leave because they pay so little to start with

. but it won't curb top wealth surge

US could curb top wealth surge with a large permanent bil-
lionaire wealth tax (say 5%+ each year)

Prop 40 would be the first ever ultra-wealthy tax on compre-
hensive wealth and designed to be hard to avoid and evade

If it succeeds, could be a historical turning point like Prop 13
in 1978
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