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The Budget In Perspective 
How Budget Addresses $4.9 billion 


Funding Gap Estimated by COSF Dec. 1991 


$4.9 billion 
,.------·--- ----·- - ---·-


·. Fuil~ Re~t~re Reserve 


. :: . ·$1.4 billion 
.·. 


Causes of Gap 


$4.9 billion 


. . . ..· . 


Reduce Size of Reserve 
. ' ·:·;·. 


$1.3 .bllllon · 


Higher · Re~enue PrcHectlon 
.. $0;9 billion : · · 


New Funding Sources 


$1.0 billion 


· Net 
J----1 ,Expenditure Reductions 


$1.7 billion ·. '· 


Budget Remedy 







Proposed Reserve vs. Budget Risks 
5~--------------------------------------------------------~ 
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$0.1 billion 


Proposed Reserve 


$1.5 billion 


E~p~ridi:~ :J r~ R·;sk ·· 
.. $·o.6 billion · 


Re~e~ue Risk 
· $0.9 biilion 


Mid-1992 Recovery 


$4.0 billion 


Expenditure Risk 
$1 .0 billion 


R~v~nu~ :~· i ~ k .•- . 
· ·· $3.0 · billion 


Delayed 1993 
Recovery 







OPENING STATEMENT 
SENATOR ALFRED E. ALQUIST) CHAIRMAN 


SENATE COMMITTEE ON BUDGET AND FISCAL REVIEW 
HEARING ON THE OVERVIEW OF 1992-93 PROPOSED ·BUDGET 


THURSDAY) JANUARY 16J 1992 


THIS MORNING) WE MEET TO BEGIN THE PUBLIC HEARING PROCESS ON 
THE GOVERNOR'S PROPOSED BUDGET FOR THE 1992-93 FISCAL YEAR. AS 
USUALJ WE HAVE REQUESTED TOM HAYESJ THE DIRECTOR OF FINANCE) TO 
MAKE THE INITIAL SUMMARY PRESENTATION OF THE GOVERNOR'S PROPOSAL) 
FOLLOWED BY COMMENTS FROM THE LEGISLATIVE ANALYST) ELIZABETH HILL 
AND THE EXECUTIVE DIRECTOR OF THE COMMISSION ON STATE FINANCE) 
KEVIN SCOTT. THE COMMITTEE ALSO HAS A PARTICULAR INTEREST IN THE 


IMPACT OF SOME OF THE GOVERNOR'S PROPOSALS ON THE COUNTIES AND 


SPECIAL DISTRICTS) AND HAS REQUESTED TESTIMONY FROM WITNESSES 
REPRESENTING THE COUNTY SUPERVISORS ASSOCIATION) AND FROM THE 
SPECIAL DISTRICTS. 


ALSOJ THE STAFF HAS PREPARED A BUDGET OVERVIEW REPORT 


ORGANIZED BY SUBCOMMITTEE THAT NOTES AND SUMMARIZES CRITICAL 
ISSUES IN THE GOVERNOR'S PROPOSAL. OF PARTICULAR INTEREST IS THE 


CRITIQUE PREPARED BY STAFF OF THE DOF REPORT TITLED) 
"CALIFORNIA'S TAXPAYER SQUEEZE". MANY OF THE CENTRAL THEMES IN 


THE GOVERNOR'S BUDGET PROPOSAL ARE PREDICATED ON ARGUMENTS MADE 


IN THIS REPORT) AND THE CRITIQUE CHALLENGES THE CENTRAL 


ASSUMPTIONS. THE STAFF REPORT IS MADE AVAILABLE AT THIS TIME. 


BEFORE WE PROCEED TO HEAR THE WITNESSES) THERE ARE A FEW 
COMMENTS THAT NEED TO BE MADE. 







THE GOVERNOR'S BUDGET PROPOSAL IS BALANCED VERY 


PRECARIOUSLY. GIVEN THE REMARKABLE FAILURE IN THE CURRENT YEAR 
OF REVENUES TO MEET ESTIMATESJ THE GOVERNOR'S REVENUE ESTIMATES 
LOOK INFLATED AND HIS ECONOMIC ASSUMPTIONS <E.G. A 4.9% GROWTH 
RATE FOR PERSONAL INCOME THAT IS UP FROM 1.8% IN THE CURRENT 
YEARJ AND AN INCREASE IN TAXABLE SALES OF A NET 12.1%) STRETCH 
CREDULITY. 


THE GOVERNOR'S PROPOSAL ASSUMES THAT THE "RECESSION" WILL 
END SOON AND THAT IMPROVEMENTS WILL CONTINUE THROUGHOUT THE 
BUDGET YEAR. I RECOGNIZE THAT THE ECONOMIC ESTIMATES IN THIS 
PROPOSAL ARE CONSIDERED BY THE DEPARTMENT OF FINANCE TO BE FAIRLY 
CONSERVATIVE WHEN ARRAYED AGAINST MOST OTHER FORECASTS. GIVEN 
THE TRACK RECORD OF MOST ECONOMIC PROGNOSTICATORS DURING THE LAST 
FEW YEARSJ AND MY OWN INTUITION AND EXPERIENCE) I CAN'T HELP BUT 
THINK THAT THESE ASSUMPTIONS ARE OVERLY OPTIMISTIC. 


HOWEVER) EVEN IF THESE ASSUMPTIONS ARE ACCURATEJ THE 
BALANCING ACT THAT CHARACTERIZES THIS BUDGET PROPOSAL IS STILL ON 
THE THIN EDGE OF REALITY. I CITE THE FOLLOWING EXAMPLESJ AND 


ELICIT REACTIONS FROM OUR WITNESSES. 
FIRSTJ THE RESERVE FOR ECONOMIC UNCERTAINTIES IS ALL BUT 


ELIMINATED. INSTEAD OF THE HISTORICAL RESERVE LEVEL OF $1.3 


BILLION <USUALLY ABOUT 3% OF THE GENERAL FUND)J THE RESERVE IS 
REDUCED TO $105 MILLION. THI~: REDUCES THE LEVEL OF FUNDING FROM 


''MINIMAL" TO VIRTUALLY "NONEXISTENT". IT IS AS IF THE GOVERNOR 


DECREED IN HIS BUDGET THAT THERE WILL BE NO FOREST FIRESJ NO 


FLOODSJ NO FREEZES) NO MED-FLIESJ NO EARTHQUAKES) ETC. I KNOW 


THE GOVERNOR'S POWER IS GREATJ BUT DENYING MOTHER NATURE HER 







PREROGATIVES IS FRAUGHT WITH PERIL 1 EVEN FOR A GOVERNOR. 
CERTAIN ASSUMPTIONS IN THE BUDGET PROPOSAL REDUCE THE IDEA 


OF $105 MILLION RESERVE TO AN ABSURDITY. FOR EXAMPLE~ THERE IS A 
SAVINGS OF $90 MILLION IF THE GOVERNOR'S WELFARE INITIATIVE 
PORTIONS OF THE BUDGET PROPOSAL ARE ADOPTED BY MARCH l1 1992. 
DOES ANYONE REASONABLY EXPECT THAT SUCH ACTION WILL TAKE PLACE? 
ANOTHER EXAMPLE IS THE ASSUMPTION THAT THE FEDERAL GOVERNMENT 
WILL APPROPRIATE TO CALIFORNIA $195 MILLION IN THE '91-92 FISCAL 
YEAR 1 AND $217 MILLION IN '92-93 FOR STATE LEGALIZATION 
IMPACT ASSISTANCE GRANTS <SLIAG). IN THE PAST TWO YEARS~ FUNDING 
FOR SLIAG HAS NOT BEEN INCLUDED IN THE PRESIDENT'S BUDGET AT ALL~ 
AND CONGRESS HAS REDUCED FUNDING TO THE STATE'S BY ONE HALF. IS 
THERE ANYONE WHO REALLY THINKS THAT THE GOVERNOR'S FUNDING 


ASSUMPTIONS IN THIS AREA ARE REASONABLE? 
EVEN MORE SIGNIFICANTLY~ SUCH A LOW RESERVE NUMBER ALSO 


ASSUMES THAT CASELOADS IN ALL AREAS OF GOVERNMENT WILL NOT 
INCREASE ONCE THE BUDGET IS ENACTED. HISTORY INDICATES THAT SUCH 
AN ASSUMPTION HAS 1 AS LONG AS I CAN REMEMBER~ NEVER BEEN 


ACCURATE. 


SECOND~ THOUGH THE BUDGET PROPOSAL ASSERTS THAT THERE ARE NO 


TAX INCREASES~ DRAMATIC INCREASES IN FEES FOR THE UNIVERSITY AND 


STATE UNIVERSITY~ THE EFFECTS OF PROPOSED TRANSFERS OF PROPERTY 
TAX REVENUE FROM ENTERPRISE SPECIAL DISTRICTS 1 AND THE 


ELIMINATION OF THE RENTER'S TAX CREDIT1 TEND TO ACT LIKE TAX 


INCREASES. THESE EXAMPLES SURELY QUACK LIKE DUCKS AND WILL 


RESULT IN REAL TAX-LIKE INCREASES TO THE POPULATION OF ABOUT $1 


BILLION. 







THIRDJ THE GOVERNORJ WHILE PROPOSING TO AUGMENT FUNDING FOR 
K-14J ALSO PROPOSES DRASTIC REDUCTIONS TOTALING ABOUT $3.1 
BILLION IN THE HEALTH AND WELFARE AREA. GIVEN THE LIMITED FISCAL 
RESOURCES~ THIS LEVEL OF REDUCTION WILL SET THE STAGE FOR A 
CRITICAL DEBATE BETWEEN TWO PARAMOUNT STATE PRIORITIES - K-14 


EDUCATION VS. HEALTH AND WELFARE. 
FOR THE GOVERNOR TO APPROACH THE STATE'S FISCAL CRISIS BY 


SETTING IN MOTION SUCH A DEBATE IS VERY DIFFICULT FOR ME TO 
ACCEPT AS RESPONSIBLE STATECRAFT. I BELIEVE THAT GOVERNMENT HAS 
CERTAIN RESPONSIBILITIES THAT MUST BE PERFORMED FOR THE CITIZENS 


OF THE STATE. THAT AMONG TKOSE DUTIESJ STATE GOVERNMENT IN 
CALIFORNIA IS RESPONSIBLE FOR PROVIDING GOOD PUBLIC EDUCATION TO 
ITS CITIZENSJ AND FOR PROVIDING ADEQUATELY FOR THOSE NOT ABLE TO 
CARE FOR THEMSELVES. TO FORCE THE GOVERNMENT TO CHOOSE BETWEEN 
THESE FUNCTIONS OF GOVERNMENTJ TO INCREASE SUPPORT FOR ONE BASIC 
SERVICE WHILE DRASTICALLY REDUCING THE OTHERJ IS FAR FROM 
RESPONSIBLE. BOTH OF THESE FUNCTIONS ARE ESSENTIAL TO PROPER 
GOVERNMENT SERVICE TO THE BODY POLITIC. 


WITH ALL DUE RESPECTJ THE GOVERNOR'S PROPOSAL ON THIS ISSUE 


SMACKS OF POLITICAL OPPORTUNISM. IN THESE TIMESJ WHEN CUTBACKS 
IN SERVICES ARE NECESSARYJ BALANCE IN CUTBACKS - THAT IS 
EVEN-HANDED AND FAIR REDUCTIONS IN ALL AREAS OF GOVERNMENT -
SEEMS MUCH MORE RESPONSIBLE THAN FAVORING ~NE ESSENTIAL 


GOVERNMENT SERVICE OVER ANOTHER. 


THE GOVERNOR HAS PRESENTED THE LEGISLATURE WITH A BUDGET 


PROPOSAL THAT PRESENTS CHALLENGES TO PROBLEM SOLVING AS NEVER 


BEFORE. IN ESSENCEJ HE DRAWS A LINE IN THE DUST AND ASKS: DOES 







THE LEGISLATURE HAVE A BETTER IDEA ABOUT HOW TO COME TO GRIPS 
WITH THE ENORMITY OF THE FISCAL CRISIS FACING THE STATE? IN THE 
ENDJ UNDER THE CONSTITUTION) IT IS THE RESPONSIBILITY OF THE 
LEGISLATIVE BRANCH OF GOVERNMENT TO CREATE AND APPROVE THE 
STATE'S FISCAL PLAN. WHAT I KNOW TODAY ABOUT THE GOVERNOR'S 
PROPOSAL IS THAT I DON'T LIKE WHAT HE HAS DONE. SOJ . WITH SOME 
SENSE OF RESIGNATION) THE CHALLENGE TO COME UP WITH SOMETHING 
BETTER IS ACCEPTED. NO OPTIONS WILL BE REJECTED) AND ALL 
POSSIBILITIES WILL BE REVIEWED. WHAT COMES OUT OF THE 


LEGISLATURE IN JUNE WILL BE DIFFERENT) BETTER THAN THE GOVERNOR'S 
PROPOSAL) AND BALANCED WITH AN ADEQUATE RESERVE. 
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Figure 1 


Governor's Budget 
General Fund Condition 


Prior-year balance -$1,258.9 -$1,343.8 


Revenues and Transfers 43,633.3 45,673.1 


Total Resources $42,374.4 $44,329.3 


Expenditures $43,718.2 $43,817.0 


Fund Balance -$1,343.8 $512.3 


Reserves: 


Special Fund for 


Economic Uncertainties -1,781.3 105.4 


Other Reserves 406.9 406.9 


4.7% 


4.6% 


0.2% 


LAO 
Legislative 


Analyst's 
Office 







2 


Figure 2 


Impact of the Recession . 


Changes In Anticipated Wage and 
Salary Employment Levels 


Number of jobs - Nov '90 
In millions ••• May '91 
14.0-r-----------i- Nov '91 ..------. 
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1990 1991 1992 


Changes In Forecasts for 
California Personal Income 


In billions - Nov '90 
$740r--------i ····· May'91 
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Figure 3 


Changes in Anticipated General Fund 
Revenues Excluding 1991 and 1992 


Revenue Enhancements 


July 1990 
48 . _,....-


_,. _,. _,. • •• January 1991 


46 _,.,.,. •••••• ...- _.,.. ······ _,. _,. ······ 44 ~ •• 
---~ ... ••••••••• July 1991 


42 ••••••••• 


40 


38 


36 


········ 


1990-91 


January 1992 


1991-92 1992-93 


Soui'Cfl: July 1990 tor.c&at II LAO extrapolation of OOF'a 1990-111 eatlmatea. AI other figurM reftec:t LAO adjustmenlllo 
DOF eltlmatealn order to It~ out revenue d\angea. 
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Figure 4 


Budget's Proposed Resolution 
of the 1992-93 Spending Gap 


(In billions) 


AFDC: net savings from Governor's welfare proposals 
State employees: no COLA, reduce pay and health benefits 
Eliminate renters' credit 
UC/CSU: eliminate faculty and staff COLAs and other adjustment 
Proposition 98: Reduce 1991-92 funding to_ reflect lower revenue 
Medi-Cal: Limit optional benefits, inpatient days and rates 
Defer lease revenue bond payments 
Other 
New program proposals 


To Local governments 
To Federal Government 
To Proposition 99 (Medi-Cal) 
To fees 


Transfers from special funds and bond funds 
Eliminate health care tax credit 
Increased audit and collection efforts 
Other 


Detail may not add to totals due to rounding. 


$0.7 
0.5 
0.4 
0.3 
0.2 
0.2 
0.1 
0.5 


-0.1 


$0.5 
0.5 
0.1 
0.1 


$0.5 
0.1 
0.2 
0.1 


LAO 
Legislative 


Analyst's 
Office 







Figure 5 
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General Fund Budget Shares 
By Major Program 


1990-91 through 1992-93 


[85] 1992-93 


• 1991-92 


• 1990-91 


Health and Youth and Adult K-12 Higher 
Welfare Corrections Education Education 
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Proposition 98 Funding Guarantee 
1991-92 and 1992-93 


Proposition 98 
State Aid 


(In billions) 


1991-92 


$22~----------------------------~ 


• July 1991 


• January 1992 
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Figure 7 
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Initial Reactions to the Budget 


Administration's budget targets reductions, rather than relying upon 
"across-the-board" reductions 


• Proposes suspending the ''trigger" mechanism 
• Funds many Increases by redirecting existing funds away from 


"lower-priority" activities 


0 Program Initiatives continue emphasis on prevention 
• Healthy Start, Preschools, Early Mental Health - education 


; • Healthy Kids, family planning, lead poisoning prevention - health 
• Preventing Parole Failure, Alternative Sentencing Program - criminal 


justice 


0 Administration has proposed some significant reductions In major state 
programs 


• Welfare Initiative 
• Medi-Cal optional benefits, 6o-day Inpatient stay limit 


0 Budget plan contains large downside risks 


0 


0 


• Assumes cooperation of federal government on waivers required for 
welfare Initiative and funding for SLIAG 


• 


• 


• 


Requires Immediate legislative action on controversial proposals to 
generate anticipated current- and budget-year savings 
Probable violation of Proposition 99 In proposal to replace General 
Fund support for perinatal and CHIP programs 
Uses of Motor Vehicle Account and State Highway Account funds may 
violate Article XIX 


Budget Ia highly vulnerable to economy 


• 
• 


Revenue estimates appear optimistic, both for GF and realignment 
_Budget acknowledges high probability of continued recession 


• Proposed reserve Is only $105 million 


In summary, Administration has proposed a budget which for all 
practical purposes Is not balanced 


I 
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Figure 8 


How the Governor's Budget "Stacks Up" 
Against Budget Balancing Principles 


0 Make Significant Reductions In Major Programs 
• Budget proposes significant reductions In Health and Welfare 
• Achieves savings In higher education with cuts and Increased fees 


but leaves ability to meet Master Plan goals In doubt 
• Does not apply this principle to Corrections, K-14 Education 


0 Restructure Programs 
• Budget contains few significant proposals to more effectively address 


basic program objectives outside of welfare changes 


0 Make Choices Rather Than "Across-the-Board" Cuts 
• Budget does reflect policy choices and generally targets reductions at 


specific programs 
• However, In many· cases administration has deferred priority setting to 


Individual departments 
• Many departmental reductions have yet to be specified 


0 Use One-time Solutions Appropriately 


• Budget's reliance on one-time solutions Is generally limited 
• Additional one-time actions can be justified to restore reserve and pay 


off deficit 


0 Avoid Shott-Term Savings That Increase Long-Term Costs 
• Budget generally positive In this regard, with some exceptions: 


• Revenue bond refinancing 
• Doesn't address chronic problem areas like deferred maintenance, 


judicial retirement, STRS 


0 Examine Tax Base and Coverage 


• Budget doesn't make changes In this area 
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Figure 9 
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Challenges for the Legislature 


The Legislature faces filling In the gaps left by the administration's budget 
plan: 


• Additional significant reductions In major programs 
• Additional one-time and ongoing contribUtions to resolving the budget 


gap 
• Identification of ways to restructure major programs to enhance long­


run effectiveness 


Early action Is needed to mitigate the current-year deficit and resolve the 
budget-year shortfall 


To resolve the budget's structural problema, the Legislature must: 
• Open up the entire budget for review, and reduce or eliminate those 


activities that are low-priority or are not cost-effective; · · 
• Review tax expenditure programs on the same basis as regular 


spending programs, and examine the coverage of the state's tax base; 
and 


• Make changes to the state's priority programs that will make them 
more effective In the long run 


Finally, the Legislature needs to ensure that a longer-run perspective and a 
vision of California for the year 2000 and beyond remains present in 
Its deliberations: 


• How does the state ensure delivery of quality governmental services 
In the most effective manner? 


• How can the ability of California's state and local governments to deal 
with the problems of the future be Improved? 


• What steps need to be taken to ensure healthy economic growth In the 
future? 
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COUI'TY MENTAL HEALTII 
AD 1491 Actual 


RRAUGNMI!NT Al..l.OCATIONS BY OOUNJY 
f. Y. 1991-92 BAS£ All..OCATIONS (In n.o...nda} 
ESllMATES PER AB H91 (CHAP'ICR 611/91) 
SALES TAX ACCOUNT: l442..192 ~.192 
Mental Health Sub.ACCL: 74S,2S3 
Social Scrvicca Sub-Acct.: 521,858 
Health Sub-Acct.: l1U81 
VLF ACCOUNT: 768,934 
SO 370 Ment.al Health: 3.100 
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160,89S 
711,934 
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21 
0 


41 
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-195 
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-1~ 
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0 
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-491 
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-n 


0 
0 
0 
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• !'l)!c : The C.:mLroller h:is alrc3~· d istributed the SIS million in Su~i l iz.:u ion fund ing: therefore., no reduction is appl~d t.:t ~ column. 
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Local Revenue Fund - VLF 
December 1991 Budget Estimate 


1991-92 


July 
August 
September 
October 
November 
December 
January 
February 
March 
April 
May 
June 


FY (Cash Basis) 


Accrual: 
Prior Yr Adjustment 
July 


FY (Accrual Basis) 


1/9/92 
8:42a 


0.0 
0.0 
o.o 


125.4 
60.4 
46.2 
65.9 
69.8 
66.7 
71.3 
67.4 
75.0 


6~8.1 


o.o 
63.9 


712.0 


1992-93 


78.4 
60.2 
63.2 
60.2 
61.7 
52.4 
60.9 
64.7 
61.7 
66.2 
62.4 
69.2 


761.2 


-63.9 
58.7 


756.0 
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Local Revenue Fund - 1/2 Cent Sales Tax 
December 1991 Budget Estimate 


July 
August 
September 
October 
November 
December 
January 
February 
March 
April 
May 
June 


FY (Cash Basis) 


Accrual: 
Prior Yr Adjustment 
July 
August 


FY (Accrual Basis) 


1/10/92 
9:46a 


1991-92 


o.o 
o.o 
o.o 


167.8 
134.3 
99.8 
98.2 


156.3 
84.0 


103.5 
145.6 


96.9 


1,086.4 


o.o 
150.5 
113.1 


1,350.0 


1992-93 


153.8 
116.5 
100.3 
116.7 
166.0 
104.8 
117.3 
189.1 
94.6 


116.5 
163.9 
:Ja.o 


1,5~7.5 


-253.6 
169.5 
126.6 


1,580.0 







Equity Issues 


REALIGNMENT CLEAN-UP ISSUES 
January 16, 1992 


1. Revised Section 5701 and 17606.05 language to provide direction on calculating equity 
allocations. 


2. Tuolomne issue regarding one-time-money used in their base. El Dorado issue regarding 
including Amador County contract funds into the base may have resulted in shorting El 
Dorado on an equity allocation for mental health. 


3. Divide Sutter/Yuba equity $$ 


4. Sequencing the equity deal. 


5. Correction/Clarification of language on 5 year equity sunset {Currently the sunset is only 
contained in Section 17605.15(b).) 


6. Add language to Section 17605.05 to specify that equity funds shall be expended for the 
specific program used to determine the equity allocation. The equity funds shall be used 
to recalculate future equity allocatiuons and shall be calculated into each county's base 
allocation for each program receiving equity funding. 


7. Assure proper deposits on equity allocations for Tier II and Tier III of $10 million. Are 
the apportionments to be made directly off the top or from one or more of the 
subaccounts? If this apportionment from the General Growth Account before or after 
the apportionment of the $52.2 million? 


8. The four subaccounts in Section 17605.05 (a) should be clarified to assure proper 
calculations of equity allocations and deposit of funds. For example: 


Indigent Health Subaccount: 
Community Health Subaccount: 
Mental Health Subaccount: 
State Hospital Subaccount: 


Old MISP 
Old AB 8 


Old Short-Doyle 
appears clear in present form 


9. Should Section 17605.05 be amended to require counties to deposit equity allocations 
into the Local Health & Welfare Trust Fund? 


10. The Controller has indicated that the schedules contained inSection 17606.05 add up to 
more than 100% --what to do? 


11. Should the amount eligible for transfer among accounts pursuant to Section 17600.20 be 
calculated before or after equity allocations are made? 


B. Sales Tax Growth Account 


(How will "base" versus "growth" be calculated? --need discussion regarding possible proposals 
which link equity allocations with definitions of the base) 







1. The growth account specified in Section 17600 (c) do not have corresponding accounts 
at the local level. Should they? 


2. Does "excess" in Section 17604 (b) mean excess for the month or for the fiscal year? 


3. If "excess" means excess for the fiscal year, how can the Controller make deposits when 
they will not know how much the revenues willbe until after the end of the fiscal year? 


4. If the total amount to be deposited monthly can be determined, what order will the 
subaccounts receive the revenue, and what amounts will be deposited? 


5. Should Section 17606.20 be amended? Is the proportional relationship between VLF and 
Sales Tax still valid with the Governor's revised revenues/growth estimates in the current 
year and subsequent years? 


Caseload Subaccount 


1. Should the statutes specify which programs are funded from the caseload subaccount? 
; 


Amend Section 17605 or Section 17606 to specify caseload growth for AFDC, AFDC-FC, 
Child Welfare Services, California Children's Services, local health services under Section 
1157.1. 


How about IHSS given the statutory cap on the entitlement? 


CMSP? 


2. Is the social services base a permanent base or is it modified on mid-year based upon 
revised caseload estimates -- or revised at the beginning of the following year? 


General Growth Subaccount 


1. Amend Section 17606.10 and 17606.20 to authorize General Growth Account funds to 
be spent for any realigned program (discretionary funds for realignment). The intent was 
to fund caseload growth for entitlement programs fromthe Caseload Subaccount and to 
allow counties to use funds from the General Growth Subaccount for any program under 
realignment without any specific amount targeted at any particular program, this 
maximizing local control over these funds. 


2. Should Section 17606.10 (b) contain language about distribution of growth funds in excess 
of $52.2 million? 


3. Should Section 17608.15 be amended to specify where VLF Growth Subaccount funds 
go-- they should follow VLFAccount funds (indirectly) into the LHWfF. 


C. Base allocations/Maintenance of Effort 


1. Need statutory definitions for program base to prevent penalizing counties which have 
reduced caseload due to discretionary local actions (i.e. AFDC-FC caseload down 
because of Family Reunification/Preservation activities) .. In other words, some programs 
should have a "fixed" base of 91/92 -- other programs should have a floating base to 







reflect revised caseload estimates. These should be listed and clarified in statute. 


2. The old question pertaining to local matching funds has not been clarified. The question 
remains about how county matching costs for social services programs should be 
calculated in the second and subsequent years of program realignment. SDSS would 
have counties maintain two budgets -- showing what the county match would have been 
from general purpose revenues without realignment, and what the match is with 
realignment. This is based on the notion that realignment revenues are intended to fund 
only those new costs in excess of earlier match requirements. 


We should have a unified process which recognizes that the old match ratios no longer 
exist and focus on the new match requirements. 


3. Strike the schedule in Section 17608.10 (b) which scheduled a hard-dollar maintenance 
of effort tied to the original VLF estimate. Under current law, this schedule in not 
enforceable and provides confusion about maintenance of effort requirements. 


4. The financial maintenance of effort tied to Prop. 99 needs revision. 


(See Fresno County Proposal) 


D. Mental Health 


1. Amend Section 4070 (b) to add: 


"The standards and guidelines shall not exceed federal law and guidelines." 


2. Allow county funds to be used for transport of patients for 72-hour treatment and 
evaluation, amend Section 5714 (WIC) to read: 


"To continue county expenditures for legal proceedings involving mentally disordered 
persons, the following costs incurred in carrying out Part 1 (commencing with Section 
5000) of this division shall not be paid for from funds designated for mental health 
services. 


(a) The costs involved in bringing a person in for 72-hour treatment and evaluation. 
Funds designated for county mental health services may pay for transportation services 
of patients who require 72-hour treatment and evaluation provided that the involuntary 
hold was initiated by a designated employee of that county's mental health service." 


(Submitted by Los Angeles County) 


3. To ensure that youLg children having their first psychiatric crisis are not excluded from 
the classification "seriously emotionally disturbed", amend Section 5600.3 (a)(2) to read: 


"For the purposes of this part, "seriously emotionally disturbed children or adolescents" 
means minors aunder the age of 18 years who have a mnetal disorder as identified in the 
most recent edition of the Diagnostic and Statistical Manual of Mental Disorders, other 
than a primary substance use disorder or developmental disorder, which results in 
behavior inappropriate to the child's age according to expected developmental norms. 
This abnormal behavior is persistent, the behavioral symptomology is both severe and 







frequent, the behavior causes suffering, social restriction, interference with development, 
and has a negative effect on others to the detriment of the child's development in needed 
relationships. Members of this target population shall meet one or more of the following 
criteria: (maintain rest of section)" 


{Submitted by Los Angeles County) 


4. Should the statutes specify state-at-risk for federal ADAMHA block grant maintenance 
of effort requirements? Who should be at risk -- the State or counties? 


E. State Hospitals Mental Health Issues 


1. Small county allocations are insufficient (Kings & Humboldt) 


2. Authorize county discretionary to make cuts in both state hospital and community mental 
health current year. 


F. County Medical Services Program 


1. CMSP Participation Fee Pro-rated for time out of program (Lake issue) 


2. CMSP fee correction for Mono & Siskiyou 


3. CMSP Participation Fee-- add participation fee to schedule (Humboldt letter) 


4. Section 17605.15 (b ){2) was intended to provide the CMSP with the same overall grwoth 
status as MISP. Is this language sufficiently clear to provide direction to DHS and DOF? 


G. Health Program Issues: 


1. Section 17608.10 (b) amend to read: 


"As an additional condition of deposit of funds from the Sales Tax Account of the Local 
Revenue Fund into a county's or city's local health and welfare trust fund health account, 
a county or city shall deposit into the Health Account each month an amount of county 
or city general purpose revenues at least equal to the amount of funds transferred by the 
Controller each month to the county or city pursuant to Article 5 (commencing with 
Section 17604). 


2. In Section 16801 (a) and (c) (WIC), replace authority to count mental health, alcohol and 
drug abuse services, and other services as defined "health services". This clarification 
added by DHS in AB 1491 is inconsistent with realignment and added a new restriction 
to health expenditures that did not exist prior to realignment. 


3. Authorize a modified County Health Services Plan method of calculating net county 
costs, whereby the MOE for realignment and AB 99 would be measured annually, at the 
end of year based on actual deposits into the LHWfF rather than expenditures. 


4. Section 17608.10 (a) should be amended to authorize annual funding of the local match­
-instead of monthly (or one-twelfth) deposit requirements. This amendment would assist 
with cash-flow requirements. 







H. Juvenile Justice/AB 90 


1. Exempt Kern County from WIC 881.5. This section provides that if a county reduces the 
capacity of its juvenile camps, schools or ranches during the 1991-92 fiscal year and 
subsequently increases its number of commitments tot he California Youth Auhtority, the 
county must "contribute" to the Youth Authority the cost of the commitments over the 
1990-91 fiscal year. 


2. Are there are other counties that need exemption from this section? 


I. IHSS withhold issue: 


Authorize withhold from trust fund in same manner as State Hospital & IMD 
Prohibit any changes on advances for admin & other programs 
Authorize reconciliation on advances if actual withhold from the trust fund is insufficient. 


J. Child Welfare Services 


Certain counties Child Welfare Serviecs allocations were "negatively afected by anomalies inthe 
claiming proccess for actual costs. 


1. The following proposed amendment to Section 17602 (WIC) has been submitted to 
Assembly Member Bronzan: 


"Subject to the availability of funds fromthe 1990-91 fiscal year, the Counties of Butte, 
Colusa, El Dorado, Humboldt, Lake, Madera, Nevada, Placer, Riverside, Santa Cruz, 
Yolo, and Yuba may be reimbursed for underallocated Child Welfare Serviecs' Program 
costs fromunused Child Welfare Services' funds to reflect Public Employees' Retirement 
System contributions credits in the 1991-92 fiscal year." 


2. The following proposed amendments to Section 17606 (c)(2) has been submitted to 
Senator Alquist: 


"The schedule required by paragrpah (1) shall include, but need not be limited to, 
adjustments resulting from retirement system credits and other anomalies in costs that 
occurred in the 1989-90 and 1990-91 fiscal year. 


I. Gann spending limit 


J. Trust Fund Report deadline is unrealistic 


1. Change due date for trust fund report from 90 days to 120 days 







l•rogrnm 


Community 
Mentnl 
Health 


Old Rev. 
Estimate 


$447m 


STATE/LOCAL PROGRAM REALIGNMENT·· Strategies to Close the Revenue Gap 
January 16. 1992 


New Current Authority & Restrictions to 
Rev. Reduce Expenditures 
Estimate 


$420.48m The law specificics that counties must 
at best only spend funds as available for 


community mental health. Fiscal effect 
~398 . 7m of current law is not as troublesome as 
at worse the practical effect of the law. In order 


to achieve program savings, counties 
would need to explore: 


employee lay-offs (can take 60-90 
days) 
- changes in provider contracts 
- public safety issues (5150's) 
- AB 3632 mandates would compound 
reductions in services to adults. 


Fiscal Effect of 
Current Law 
(Amount thnt 
can he reduced 
r r 0 m 
expenditures) 


( 48.3 million) 


Proposed 
Changes to 
Obtain Program 
Snvlngs/Reduce 
Expenditures 


1 . L i m i t 
requirements on 
IMD contracts 
(92193) 


2. Spread cuts 
proportionately 
across all 
programs (State 
Hospital & 
I MD) 


3. Suspend 
SB 370 


4. Suspend 
AB 3632 


5. Define state 
as re.~ponl>ihle 
for fulfilling 
ADAMI-I MOE. 


6. Recapture 


Fiscal Effect of 
Proposed 
Changes 


Dollar amount 
unknown. 


Program Effect 
of Proposed 
Changes 


Would provide 
additional local 
flexibility in 
meeting local 
needs & 
priorities. 
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State Hospital 210m 196.22m Current law requires counties to pay the No cuts= 0 
full amount scheduled at $210m despite 
any changes in actual revenues. 


IMD 92m 84.10 Current law requires counties to pay the No cuts= 0 
full amount 1:cheduled at $92 m. SDMH 
indicates that approximately $6-7 million 
is being held by the State and will not 
be expended during the current fiscal 
year. 


Mental Health 749 700.8 Shortfall of $48.3 million could be 
TOTALS compounded by possible transfers of$42 


million •• for a total gap of $90.3 
million. 


2 


uncontracted 
IMD $ (approx 
$6-7 million) 


Spread cuts 
proportionately 
across all 
programs. 


Spread cuts 
proportionately 
across all 
programs. 


Would 
local 
health 
$14 m. 


Would 
local 
health 
$7.9m. 


mitigate SDMH would 
mental have difficulty 
cuts by dealing with mid-


year cuts (same 
problem counties 
have with mid-
year cut1:). 


mitigate May be absorbed 
mental by the "re10erve" 
cuts by that DMH is 


holding. 







CMSP M .Rm 


MISP 232m 


SLIAG 116.0m 


R2.0m 


213.54m 


110.73m 


State-at-risk requires General Fund 
augmentation in order to close the 
revenue gap = S4.7m augmentation in 
the current fiscal ye:tr. This amount is 
contained in the proposed budget. 


Maintenance of effort tied to Prop.99 
funds severely restricts countic.~· ability 
to reduce expenditures or achieve 
program savings in the current fiscal 
yc.1r or in 1992/93. DHS theorizes 
about "room" in the financial MOE due 
to "supermatch" funds budgeted by the 
counties (sec chart). However, 
reductions in expenditures for health 
care may not be possible due to MOE 
or eligibility, benefits, etc. 


Same as MISP. 


$4 . 7 GF 
augmentation. 


Under the DHS 
MOE theory, it 
appears that (in 
aggregate) 
countic.~ could 
reduce health 
funding by the 
full funding gap 
without violating 
MOE laws. 
However, 
individual 
counties would 
not meet the 
financial MOE 
test for Prop. 99 
funds after 
adjusting their 
net county costs. 


Same. 


No changes. 


1. Change 
financial MOE 
requirements. 


2. Explore 
county options 
vis-a-vis SB 855 
revenues, MOE, 
and NCC. 


3. Obtain relief 
from Beilenson 
requirements. 


4. Define state 
as responsible 
for MOE/Prop. 
99 .. 


Same. 


Unknown. 


Same. 


Less patient care 
would seem to 
be the result or 
reductions in 
funding. 


Same. 







AB R Match 


Local Health 
Svcs. 


HEALTH 
TOTALS 


AFDC Grants 


AFDC Admin 


Food Stamps 
Eligibility 


AFDC-Foster 
Care 


502.9m 466.63m 


3.3m 3.29 


R54.2m 790.9 


-157m 


-92m 


-46.6m 


363.4m 348.2 


Same. 


Same. 


Shortfall of $63.4 million could be 
compounded hy possible transfers of 
$79.0 million •· for a total gap of $142.4 
million. 
The funding gap in health care is made 
worse by the adjustment in 
CHIP/Prop.99 revenues at a loss of $11 
million in the current year and $33 
million in 92/93. In addition, the 
potential loss of SLIAG dollars 
budgeted at $180.3 million could create 
a total shortfall of $333.7 million in 
health care funding in the current fiscal 
year. 


The Administration is projecting 
decreased cascloads in the current year 
of approximately $25 million. The 
cascload adjustment may close the gap 
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Same. 


Same. 


Need caseload 
information 
county-by-<:ounty. 


Same. Same. Same. 


Same. Same. Unknown. 


None. None. None. 







Child Welfnre 
Services 


Adoptions 
Assistance 
Program 


In-Home 
Supportive 
Services 


42.4m 


12.3m 


235.8m 


40.6 


11.8m 


225.9m 


on the revenue shortfnll in this progrnm. 


Federal and ~tnte entitlement program. 
No authority to reduce e1ependitures. 


Federal and slate entitlement program. 
No authority to reduce e1ependiturcs. 


Current law authoritizcs county to defict 
expend in this program area in 91/92 
and the program is capped in 92193 and 
93/94. Hence, the current year shortfall 
can be carried over into FY 92193. 
There are substantial cash now problems 
in funding the current year gap. 
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Will probably 
require county 
trnnsfe~ to fund 
the gap. 


Will probably 
require county 
transfe~ to fund 
the gap. 


May require 
county transfe~ 
to fund the gap 
in the current 
fiscal year. 


1. Screen more 
cases/raise the 
stnndard of 
hnrm. 


2. Reduce 
services to extent 
permitted by 
judges (i.e. visit 
kids less often). 


Limit grants to 
foster family 
home level. 


1. Require the 
state to provide 
a loan to SDSS 
to cover the 
immediate 
revenue shortfall 
and recapture 
these funds from 
the counties 
92193 allocations. 


2. Further 
reduce the IHSS 
program. 


1. Would reduce 
CWS costs by 
unknown amount 
in the short 
term. 


2. Probably 
increase Foster 
Care costs in 
long run. 


Less than $1 
m iII ion in 
program savings. 


1. Would assist 
counties with 
cash flow 
problems. 


2. Savings to 
counties of 35% 
of any statewide 
cut. 


Possible increase 
in county liability 
to lower the 
level of 
protection to 
children. 


Potentital higher 
foster care costs 
due to fewer 
adoptions. 


Potentially more 
institutionalized 
clients and 
increased costs 
to Medi-Cal for 
nursing home 
care. 







CSBG 


GAIN 


County Justice 
System 
Subvention 
Program 


13.6m 


25.8m 


35m 


12.9m 


24.lm 


33.5m 


No COLA since 1984 means this a 
highly underfunded program and a 
current area for overmatch in many 
counties. Funds arc used to administer 
IHSS and Adult Protective Services 
(APS). 


Limited authority to reduce program 
expenditures. 


WIC 881.5 provide.<~ that if a county 
reduces the capacity of its juvenile 
camps, schools or ranches during the 
1991-92 fiscal year and subsequently 
increases its number of commitments to 
the California Youth Auhtority, the 
county must "contribute" to the Youth 
Authority the cost of the commitments 
over the 1990-91 fiscal year. 
In addition, mandated services (i.e. 
home supervision, alternatives to 601 
incarceration, Public Defender, and 
District Attorney services) preclude 
counties from reducing expenditures. 
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May require 
county transfers 
to fund the fap 
in the current 
fiscal year. 


Unknown. 


May require 
county transfer 
to cover revenue 
shortfall. 


The State could 
eliminate the 
APS Program. 


State could 
reduce GAIN 
program 
standards to 
federal 
minimums under 
the J 0 B S 
program. 


Will need to 
repeal mandates 
under AB 3121 
(1978) and/or 
WIC 881.5 to 
achieve any 
program savings. 


Minim a I 
statewide 
savings. 


Statewidesavings 
unknown, may 
be approximately 
$1 million. 


Unknown. 


--:l 


More seniors at 
risk of abuse. 


Potential 
increased AFDC 
grant costs due 
to longer periods 
on aid. May 
increase welfare 
dependency. 


Potential 
increased costs 
in Foster Case 
due to additional 
minors being 
placed in group 
homes and/or 
foster care. 







1992-93 
GOVERNOR'S BUDGET 


BACKGROUND 
INFORMATION 


PETE WILSON 
Governor 


State of California 


January 9, 1992 







=· 


UNITED STATES 
SELECTED ECONOMIC DATA 


Real gross national product ($82) 
%change 


Personal income 
%change 


Corporate profits before taxes 
%change 


Nonagricultural wage and 
salary employment (mill.) 
%change 


Unemployment rate(%) 


Housing starts (mill.) 
%change 


New car sales (mill.) 
%change 


Consumer price index ( 1982-84= 1 00) 
%change 


Note: Percent changes calculated from unrounded data. 


-0.6 


3.4 


-8.9 


109.0 
-0.8 


6.7 


0.98 
-17.6 


8.4 
-11.8 


136.2 
4.2 


1.5 


4.8 


-1.5 


110.1 
1.0 


6.7 


1.11 
13.1 


8.8 
5.5 


141.2 
3.6 


2.7 


5.8 


22.8 


111.9 
1.6 


6.2 


1.14 
24.2 


10.2 
15.5 


146.1 
3.5 







CALIFORNIA 
SELECTED ECONOMIC DATA 


(Dollars in Billions) 


Personal income 
%change 


Corporate profits 
%change 


Taxable sales 
%change 


Nonagricultural wage and 
salary employment (thous.) 
%change 


Unemployment rate(%) 


Housing units authorized (thous.) 
%change 


Auto registrations 
%change 


Consumer price index (1982-84=100) 
%change 


Note: Percent changes calculated from unrounded data. 


$630.3 
1.8 


$50.0 
5.1 


$270.0 
-4.2 


12,459 
-3.2 


7.7 


109 
-33.9 


1,315 
-8.8 


140.7 
4.2 


$661.5 
4.9 


$54.8 
9.7 


$291.2 
7.9 -


12,532 
0.6 


7.6 -
133 
21.4 


1,380 
4.9 


146.6 
4.2 


$707.0 
6.9 


$59.3 
8.1 


$322.4 
10.7 


12,874 
2.7 


6.7 


197 
48.6 


1,495 
8.3 


152.0 
3.7 







FORECAST COMPARISONS: MAY REVISION TO 1992-93 BUDGET 


1991 1992 1993 


May Governor's May Governor's Governor's 
reVISIOn Budget revision Budget Budget 


National Outlook: 


Real GNP ($82) 4150.2 4132.5 4280.5 4194.8 4306.7 
% change -0.2 -0.6 3.1 1.5 2.7 


Personal income 4812.4 4805.1 5128.7 5034.7 5328.7 
% change 3.6 3.4 6.6 4.8 5.8 


Corporate profits 293.7 277.6 332.3 273.6 336.1 
% change -3.6 -8.9 13.1 -1.5 22.8 


Car sales (mill.) -8.7 8.4 9.7 8.8 10.2 
% change -8.4 -11.8 11.9 5.5 15 .5 


Housing starts (thous.) 1013 984 1263 1113 1381 
% change -15.7 -17.6 24.6 13.1 24.2 


Wage & salary employment 
(mill.) 109.7 109.0 112.5 110.1 111.9 


% change -0.5 -0.8 2.5 1.0 1.6 


Unemployment rate 6.8 6.7 6.2 6.7 6.2 


Consumer price index 
(%change) 4.9 4.2 3.5 3.6 3.5 


California Forecast 


Personal income 650.4 630.3 697.2 661.5 707.0 
% change 4.4 1.8 7.2 4.9 6.9 


Wage and salary employment 
(thous) 12938 12459 13306 12532 12874 


% change 0.5 -3.2 2.8 0.6 2.7 


Unemployment rate 7.7 7.7 6.9 7.6 6.7 


Housing units 125 109 187 133 197 
% change -24.8 -33.9 50.2 21.4 48.6 


20 November 1991 







Department of Finance 


First Interstate Bank 


Commission on State Finance 


WEFA 


Bank of America 


Blue Chip Consensus 


Major Employer 


Data Resources, Inc. 


UCLA 


Wells Fargo Bank 


FORECAST COMPARISONS 
(Percent change) 


-0.6 


-0.3 


-0.5 


-0.5 


-0.5 


-0.5 


-0.7 


-0.5 


-0.7 


-0.6 


lil·.l·l.:l.!·,i ~i!~~i~\:i,~gg~~: .. i~~51i,~::·:.!::.:::;: l 
Department of Finance 1.8 


First Interstate Bank 2.8 


Wells Fargo Bank 1.8 


Western Blue Chip Consensus 3.2 


Bank of America 2.4 


Commission on State Finance 2.0 


Major Employer 1.0 


UCLA 1.4 


1.5 2.7 


3.0 3.1 


2.0 3.9 


2.1 3.1 


2.3 


2.2 


1.5 3.3 


2.4 3.5 


0.7 3.2 


1.6 


4.9 6.9 


5.8 6.5 


4.8 


5.7 


5.7 6.4 


4.6 6.7 


3.9 5.4 


1.9 5.5 
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125 


120 


115 


110 


105 


92 


170 


160 


150 


140 


130 


120 


110 


100 
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CALIFORNIA EMPLOYMENT RECOVERIES 
Index - Trough Quarter = 100 


93 94 
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CALIFORNIA INCOME RECOVERIES 
Index - Trough Quarter = 100 
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93 94 


--1983-88 
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95 96 







Download of this portion is not publicly 
available due to copyright restrictions. 


Contact Special Collections & University 
Archives for information about accessing 
this item. 
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REVENUES AND TRANSFERS 
GENERAL FUND 


Personal Income Tax 


Sales and Use Taxes 


Bank and Corporation Tax 


Insurance Tax 


Estate Taxes 


Tobacco Tax 


Alcoholic Beverage Taxes 


Horse Racing Fees 


Other Revenues 


Total Revenues 


Transfers 


Total Revenues and Transfers 


% Change From Prior Year 


July Budget 


Change Since July 


(Dollars in Millions) 


$16,849 


13,303 


4,508 


1,286 


499 


146 


129 


106 


975 


$37,801 


413 


$38,214 


$38,548 


-$334 


$18,133 


16,188 


5,017 


1,195 


489 


168 


333 


94 


1,173 


$42,790 


843 


$43,633 


14.2% 


$46,290 


-$2,657 


$19,522 


16,859 


5.420 


1,217 


540 


189 


313 


87 


1,158 


$45,305 


368 


$45,673 


4.7% 







TOTAL EXPENDITURES 
ALL FUNDS 


(Dollars in Millions) 


li;.:;l~illlr~IJ!ifttrni~TI:'·I 
General Fund 


Special Funds 


Budget Totals 


Selected Bond Funds 


Subtotal 


Federal Trust Fund 


Total Expenditures 


Prior Year Balance 


Revenues and Transfers 


Total Resources Available 


Expenditures 


Fund Balance 


Budget Reserves: 


Reserve for K-14 


$43,718.2 


11,657.5 


$55,375.7 


2,328.9 


$57,704.6 


26,915.5 


$84,620.1 


GENERAL FUND 
BUDGET SUMMARY 


(Dollars in Millions) 


-$1,258.9 


43,633.3 


$42,374.4 


43.718.2 


-$1,343.8 


Reserve for Proposition 98 Carryovers 30.5 


Special Fund for 
Economic Uncenainties 


Reserve for Liquidation of Encumbrances 


-1,781.2 


406.9 


$43,817.0 0.2 


12.464.1 6.9 


$56,281.1 1.6 


3,922.9 68.4 


$60,204.0 .4.3 


25,153.8 -6.5 


$85,357.8 0.9 


-$1,343.8 


45,673.1 


$44,329.3 


43,817.0 


$512.3 


(210.0) 


105.3 


407.0 
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Available General Fund Resources 
1992-93 


(Dollars in Millions) 


Revenues and Transfers 
Less: 


Pay Off 91-92 Deficit 
Available Resources 


Less Con~titutional Requirements: 
Proposition 98 
Debt Service 
Homeowner's Exemption 
State Mandates 


Total · 


Resources Available for Non-Constitutional Programs 


Non-Constitutional Expenditures, 1991-92 


Change from 1991-92 
Amount 
Percent 


$45,673 


1,344 
$44,329 


$18,551 
1,501 


362 
54 


$20,468 


$23,861 


24,249 


-$388 
-1.6 







Increase in Program Recipients 


92-93* 


K-14 Attendance 6,972,700 


Welfare 3,456,535 


Medi-Cal 4,851,800 


Prisons 109,834 


UC/CSU 520,988 


Population 31,760,000 


*Projected 


Increase 
from 91-92 


217,914 


248,285 


302,200 


5,401 


4,735 


694,000 
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ACTIONS TO BALANCE 
GENERAL FUND 


Revenues/Transfers 


Employment Training Funds 
Unitary Fund 


($ in Millions) 


Prop 111 Gas Tax (Boating & Waterways 
$IS-Aeronautics $5) 


K-12 Portable Classroom Rent 
Tidelands Transfer 
Revenue Bond Reserves 
World Trade Commission - loan Guarantees 
Driver Training Penalty Fund 
Delay Small Business Health Care Credit 
Tax Compliance (BOE, FTB) 
Fund G.O. Debt from SHA/TPD 
Elk Hills 
School Construction Interest 
Eliminate Cigarette Tax to Cities 


TOTAL REVENUES/TRANSFERS 


Expenditure Reductions 


Health and Welfare 
Eliminate Renters' Tax Credit 
Enterprise Districts (K-12 Property Taxes) 
Retirement Cost Savings 
Reduce State Operations 
Rank/File 5% Salary Reduction 
Freeze Trial Courts at 91-91 Level 
Freeze Costs of 92-93 Benefit Increases 
UC/CSU -- Fund Only Enrollment Growth 


No Inflation 
Refinance Revenue Bond Debt 
Make Specified Local Mandates Optional 
Diagnostic Schools (Assessments) to Prop 98 


TOTAL EXPENDITURE REDUCTIONS 


Total Reduced Expenditures and 
Increased Revenues/Transfers 


Reduced Reserve 


TOTAL 


1991-92 


120 
130 


6 


40 


$296 


$333 


72 


45 


$450 


••••• 
$746 


==···· 
$5,252 


1992-93 


$18 
33 


20 
23 


10 
110 
175 


96 
45 
20 
26 


$576 


$1,297 
376 
347 
210 
155 
145 
143 


76 


48 
15 
14 
9 


$2,835 


=····· $3,411 


$1,095 


Revised January 13. 1992 
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HEALTII AND WELFARE 
BUDGET REDUcnONS 


GENERAL FUND 


Aid to Families with Dependent 
Children (AFDC) Initiative: 


Reduce AFDC 10% 
Transitional Grants 
Residency Grants 
Maximum Family Grants 
AFDC Foster Care COlA 


($in Millions) 


Eliminate State Only AFDC - Pregnancy Benefit 


SSI/SSP: 
Eliminate Cash Out for Food Stamps 


lllSS: 
Eliminate IHSS Statutory COlA 
Cap IHSS Caseload for 1992-93 


Medi-Cal: 
Use Prop 99 Health Education Account 


Funds for Medi-Cal 
Eliminate Certain Medi-Cal Optionals 
Limit In-Patient Days 
Reduce LTC Reimbursement to Median or 


Actual Cost 50% 
Medi-Cal/Medicare Crossover for In-Patient 
Reduce Mark-Up from 50% to 25% for 


Medical Supplies · 
Prudent Purchase of Drugs 


Other: 
Assume SLIAG for Entitlements 
Use ETP Funds (Transfer to G.F) 
Prior Year COLAs 
CMSP - Optionals 
Federal Reimbursement for Targeted 


Case Management 
Behavioral Changes 


Sub-Total, Reductions 


Administration Cost: 
Health Services/Social Services 
County Administration 
State Administration 


Sub-Total, Administration Cost 


Total, Reduction 


Jj Prior-year adjustment 


CH:H& WBUDG.100 


1991-92 


$81 


2 


4 


60 
8 


195 


(72 ) 11 


$350 


-$1 
-15 


-1 


-$17 


$333 


January 7, 1992 
Revised 


1992-93 


$287 
252 


15 
16 
4 


38 


73 


1 
47 


63 
101 
61 


28 
31 


3 
3 


218 
18 
24 


1 


60 


$1,344 


-$2 
-25 


-2 


-$29 


$1,315 
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SACR.AMmn'O REPRESENTATIVE 


COUNTY OF SAN DIEGO 


1100 K STREET, SUrrE 100 
SACRAMENTO, CALJFOR.NIA 95814 


(916) 447-2868 


To: 


From: 


Date: 


Re: 


Supervisor George F. Bailey, 
Supervisor Brian P. Bilbray, 
Supervisor Susan Golding 
supevisor Leon L. Williams 
Supervisor John MacDonald 


Patricia Gayman 


Wednesday, May 20, 1992 


state Budget 


Chairman 
Vice Chairman 


c£\ EO 


I I(• I )fJ><:' 
For the last week the Budget conference Committee* has 


been going through "The Budget Book'1 to reconcile the differences 


between the Assembly and senate versions of the Budget. But this 


has been a very low-key process. Many members have told me that 


nothing 11 real" is going to happen until (1) the Department of 


Finance issues the May Revise and (2) the people vote on June 2. 


The May Revise is scheduled to be released today -


sometime. And the news is expected to be dismal. The word on the 


street is that the combined deficit for this year and next is 


between $10 billion and $12 billion. As soon as the figures are 


available, I will forward them to you. 


senator Keene, the Democratic Majority Leader, has been 


sitting in leadership meetings for Senator Roberti, who has been 


in his new district running for the seat vacated by Senator 


Robbins. That race will be decided June 2. 


*The Conference committee is composed of Chairman 
Al Alquist, Senators Gary Hart and Frank Hill; and Vice­
Chairman John Vasconcellos, Assembly Members Tom Hannigan 
and Cathy Wright. Both Hart and Wright are new to the 
Committee this year. 
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Next week the Legislature will convene conference Cpmmittee 


Working Groups which are supposed to advise the Conference 


Committee on special areas of concern: Local Government; Boards, 


Commissions, and councils; Special Funds; and K-14 Education. 


The members of the Assembly and the Senate are expected to be 


announced today or tomorrow. 


We have been told that the Conference Committee would like 


the recommendations from these working groups by the end of next 


week. It•s too soon to know how significant the work of these 


groups will be. 


If you have questions as this process unfolds, please give 


me a call. 


P.02 
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) \ ~OUN'I'Y OF SAN DIEGO 


'INTER-DEPARTMENTAL CORRESPONDENCE 


May 20, 1992 


TO : Supervisor George F. Bailey, Chairman 
Supervisor Brian P. Bilbray, Vice Chairman 
Supervisor Susan Golding 
Supervisor Leon L. Williams 
Supervisor John MacDonald 


FROM: John R. Sweeten, Director 
Office of Intergovernmental Affairs 


STATE ''.HAY REVISE" BUDGET DOCUMENTS 


The attached documents were faxed by Patricia Gayman moments ago. The documents 
provide an overview of a presentation just delivered by Mr. Steve Olsen, 
representing the Governor's Department of Finance, to the Joint Budget Conference 
Committee. 


In sum, these documents and Mr. Olsen's report point out that the State's 
combined two-year budget problem is now thought to be $6 billion worse than 
reported by the Governor in January of this year. The consequence of this 
combined $11-12 billion shortfall will be catastrophic. 


o If K-14 school appropriations for the current year and budget year 
are reduced by a combined $2.2 billion (which is possible under 
Proposition 98), and if all of the various recommendations the 
Governor advanced in January were enacted immediately, across-the­
board spending cuts of 14.7% in all programs would be required to 
balance the combined two-year budget. 


o If K-14 school appropriations are .not reduced, and none of the 
Governor's proposals are enacted, across-the-board spending cuts of 
32.5% in all programs would be required to balance the combined two­
year budget. 


Mr. Olsen stated that the "May Revise" figures depict a "permanent base 
reduction" in general fund revenues which may not be addressed with a temporary 
"quick fix." 


cc: Chief Admini strat ive Of f icer bs052092 . js 
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STATE Of CAUFORHIA 


DEPARTMENT OF ANANCE 
OFFICE OF THE OlRECTOR 
STAT£ CAPITOl. AOOt.t t 145 
SACAAMEWO, CA 8581~ 


Hay 20, 1992 


Honorable Alfred E. Alquist, Chairperson 
Senate Committee on Budget and Fiscal Review 


Honorable Robert Presley, Chairperson 
Senate Appropriations Committee 


Honorable John Vasconcellos, Chairperson 
Assembly Ways and Means Committee 


Honorable Frank Hill, Vice Chairperson 
Senate Committee on Budget and Fiscal Review 


Honorable Cathie Wright, Vice Chairperson 
Assembly Ways and Means Committee 


Dear Members: 


MAY REVISION OF GENERAL FUND REVENUES AND EXPENDITURES 


PETE WIL$0N, o-.no, 


The Department of Finance has completed the Hay Revision of General Fund revenues 
and expenditures. This report is being submitted to provide you with the most 
current information to assist you 1n f1naliz1ng your actions on the budget. 


S1ncere1y, 


~'~-A.--
THOMAS W. HAYES 
Director 
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1992-93 
GENERAL FUND UPDATE 


Prior Year Balance (January) 


Adjustments 


Total Prior Year Balance 


($ In Millions) 


Revenues and Transfers (January) 


May Revision 


Total Revenues and Transfers 


TOTAL RESOURCES 


January 
May Revision 


TOTAL EXPENDITURES 


.,:tJ!',~~fl,'ig'~~~-~;:~\-
Econornic Reserve 


Encumbrance Reserve 


-$1,259 


23 


-$1,236 


43,633 


-1,554 


$42,079 


$40,843 


$43,718 
493 


$44,211. 


-$3,368 


(-$3,775) 


($407) 


~ 


May 20, 1992 


·$1,344 


-2,024 


- -$3,368 


45,673 


-3,839 


$41,834 


$38,466 


$43,817 
-60 


$43,757. 


-$5,291 


(-$5,698) 


($407) 


• Total expenditures must be reduced by a combined $5.7 billion from the Govemor's January 1992 proposal. 
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THE ECONOMY 


California is struggling through its deepest recession since the 1930s. The State's taX revenue 
experience clearly reflects sharp declines in employment, income and retail sales on a scale not seen in 
over 50 years. By th~ second half of this year, the state is expected to join the modest national upturn, 
which now seems to be underway. However, it likely to be early 1994 before economic activity regains 
the peak levels of two years ago. 


The Nation. The national economy is showing tentative signs of recovery. These are far from strong, 
however. It does seem likely that the pace of recovery will be moderate. There is still a possibility that 
the upturn could falter as happened in 1991, with business activity remaining flat for the next two or 
three quarters. Even the chance of a renewed downturn cannot be ruled out completely. 


Business continues to face financial constraints and uncertainty about the sr::rcngth of demand for goods 
and services. This is expected to hold down increases in investment, production and hiring. As a result, 
employment and income gains will be modesL Overall, gross domestic product is li~ly to be up only 
1.9 percent this year. 


There are several situations which suggest the recovery will be far more subdued than usual. 
Consumers remain hesitant to take on major purchases. with debt burdens still relatively high, 
employment prospects are not yet secure and income is rising at a slow pace. The latter is attributable 
to the low rate of inflation in recent quarters, efforts by business to contain costs, and declines in interest 
rates. A backlog of demand is undoubtedly building, but is not expected to be a significant factor in 
1992. 


Business investment is constrained by the lack of financing in many instances. · Housing construction 
surged briefly when mortgage rates declined in January; building permit data since then indicate some 
pulling back. Exports are likely to be held down by developing weakness in the economies of some of 
the nation's major trading partners. Finally. governments at all levels are cutting back in the face of 
revenue shortfalls. 


California. The California economy is expected to see only slow recovery in 1992, in contrast to the 
bounce·back which usually follows a recession. The job total will be down 0. 7 percent for the year; the 
previous peak in employmem (May 1990) will not be attained again until 1994. Income wil 1 rise by 
3.4 percent, as funher declines in interest and dividends offset some of the strength gradually building 
in other components. 


California is facing several serious problems which will slow the pace of recovery, Cutbacks in defense 
spending will continue to impact Southern California in panicular. Another 25,000 aerospace jobs are 
likely to be lost between year-end 1991 and 1992. The electronics industry, still facing sluggish 
demand, now anticipates an upturn in 1993; the current year will see some further slow attrition in 
payrolls. Other business is still cutting back--downsizing to become more competitive in the emerging 
global environment of the 1990s. 


Regulatory constraints imposed on lending institutions will continue to hinder access to capital for 
potential investors. However, even with adequate financing, investment would be slow in the Slate. 
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The Economy 







Overbuilding during the last half of the 1980s has resulted in a glut of_office space in many major urban 
areas, a glut which may take years to work off in some instances. Retail construction is hindered by 
sluggish demand and significant retrenchment by several major retailers. The housing market could be 
the strongest factor in the recovery, if mortgage rates decline further. 


The California economy was affected more than usual by the latest recession. In retrospect, this has 
been the worst recession since the 1930s. Data for the state are not comparable with national series. 
State data have been adjusted to more current infonnation which will eventually be incorporated by 
statistical agencies in Washington a process which will not be completed until 1993 or 1994. 


From a peak in May 1990 to the apparent trough in November 1991, California lost 691,000 jobs. 
Construction and manufacturing were hit particularly hard, and accounted for more than half the job 
losses. Trade also saw significant retrenchment. The financial constraints, which exacerbated the latest 
recession, are reflected in the fact that the finance group and seiVices also cut employment levels. 


Personal income reflected the severe job losses, directly in minimal growth in wages and salaries for 
1991, and indirectly in proprieton' income. Falling interest rates led to sharply lower-levels of interest 
income, and dividends fell reflecting weak corporate profits. The personal income series used for this 
revision was adjusted to reflect infonnation available from 1990 tax returns and revenue collection 
patterns through 1991. At $604 billion, 1991 personal income in California declined by 0.5 percent, the 
first decline since 1938. 


Finally, all of these aspects are reflected in govemmem revenues, which are coming in below 
expectation and necessitating reappraisal of the appropriate role and size of the public sector. 


The May Revision forecast does not include specific assumptions for the Los Angeles riots. The impact 
cannot yet be assessed adequately. Immediate local costs will be great, in tenns of property and job 
losses. Still unknown is what impact the situation will have on longer range development of the area. 


Ovenill, the outlook is for gradual recovery from the recession, with the caveat that there is still a 
significant possibility that the state, and the nation, will continue on a sideways course until at least the 
end of 1992. In the latter case, full recovery could well be delayed until1994 . 
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FORECAST COMPARISONS: 
CALIFORNIA NONFARM EMPLOYMENT 


(In thou•e.nd.s) 


BU41•t. 


FORECAST COMPARISONS: 
CALIFORNIA PERSONAL INCOME 


(t billion•) 


• May personal income figures not comparable wilh quarterly series from Governor's Budget. Includes 


adjustment..s to proprietors, lnteresL and dividend Income based on 1990 w data. 







:>MPARISON OF BUDGET AND MAY ECONOMIC FO~ECASTS 
(Percent change from prior year except as noted) 


Personal income 


Corporate profits 


Employment 


Unemployment rate (%) 


CPI 


New car sales (rnn) 


Housing starts (th) 


Personal income••• 
$Billions 
%change 


Employment 
Thousands 
%change 


Unemployment rate(%) 


Housing starts ( th) 


June-to-June CPI (%) 


1992 
Budget May 


1.4 


4.8 


.. 1.5 


1.0 


6.7 


3.6 


8.8 


1,113 


n.c. 
4.9 


12,532 
0.6 


7.6 


133 


4.6 


1.9 


4.5 


10.1 


0.2 


7.2 


3.4 


8.7 


1,332 


625.1 
3.4 


12,312 
·0.7 


8.6 


133 


4.4 


1993 
Budget May 


2.6 


5.8 


22.8 


1.6 


6.2 


3.5 


10.2 


1,381 


n.c. 
6.9 


6.7 


197 


3.8 


2.9 


6.2 


8.1 


1.4 


6.8 


3.6 


10.2 


1,437 


673.6 
7.8 


12,624 
2.5 


7.9 


190 


3.9 


,. Adjusted from Real GNP in Budget of 1.5 and 2.7 for 1992 and 1993, respectively. 
... Nonagricultural wage and salary jobs. 
,..... California personal income series incorporates adjustments based on actual tax data for 


nonfarm proprietors, interest and dividend income. 
n.c. Not comparable. .. 
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Revenue 







May Revision 
GENERAL FUND REVENUE FORECAST 


Reconciliation with the Governor's Budget Forecast 
($In Millions) 


Source 


Personal Income Tax $16.849 $16,849 
Sales & Use Tax 13,303 13,303 
Bank & Corporation Tax 4,508 4,508 
Insurance Tax 1,286 1,286 
Other Revenues 1,855 1,855 
Transfers 413 413 


Total $38,214 $38,214 


~· ~n~9~ 
':,:!·.: ·' .:.: .. : .:~· 


Personal Income Tax $18,133 $17,400 -$733 
Sales & Use Tax 16,188 16,025 -163 
Bank & Corporation Tax 5,017 4,630 .. 387 
Insurance Tax 1,195 1,170 -25 
Other Revenues 2,257 2,161 -96 
Transfers 843 693 -150 


Total $43,633 $42,079 -$1,554 


Change from FY 9~91 $5,419 $3,865 
%Change from FY 90-91 14.2% 10.1% 


.::~'V . : ::.~·;· ;:,: ... )•:.< :· .... : 


Personal Income Tax $19,522 $17,650 -$1,872 
Sales & Use Tax 16,859 15,565 -1,294 
Bank & Corporation Tax 5,420 4,900 -520 
Insurance Tax 1,217 1,266 49 
Other Revenues 2,287 2,058 -229 
Transfers 368 395 27 


Total $45,673 $41,834 -$3,839 


Change from FY 91-92 $2 ..,040 -$245 
% Change from FY 91-92 4.7% -0.6% 


-' 


-4.0% 
-1.0% 
-7.7% 
-2.1% 
-4.3% 


-17.8% 


-3.6% 


-9.6% 
-7 .7% 
-9.6% 
4.0% 


-10.0% 
7.3% 


-8.4% 







REVENUE ESTIMATES 


General Fund revenues and transfers for 1991-92 are expected to total $42.1 billion, down $1.6 billion 
from the Governor's Budget estimate. For fiscal year 1992-93, the total estimated revenues and 
transfers are $41.8 billion, down $3.8 billion from the Governor's Budget estimate. Most of the 
shortfall is attributable to the sluggish economy. 


PersoMllnc(Jme Tax 


Showing the worst growth in decades, personal income tax revenues for the 1991 tax year appear to be 
nearly 2 percent~ the year earlier, despite the tax increases enacted last year. If not for these law 
changes, revenues would have declined nearly 7 percent. On a fiscal year basis, 1991-92 is expected to 
be up 3.3 percent and the budget year up 1.4 percent. These growth rates are distorted by a number of 
one-time revenue gains from legislative changes that boosted the current year by over $700 million. 
Without thes~ one-time revenues, the current year would be down over one percent, with budget year 
growth of nearly 6 percent. 


Sales and Use Tax 


The severity of the recession is clearly evident in· the taxable sales data and there is no sign to-date that a 
recovery is underway. Sales began to soften during the second quarter of calendar year 1990 and, 
adjusting for inflation, have declined on a year-over-year basis since that time. First quaner 1992 sales 
appear to be relatively flat with the prior year. However, this includes the impact of last year's budget 
agreement to expand the base to include candy, snacks, newspapers, etc .. On a comparable basis. first 
quarter sales are actually down in the range of 3 percent from the depressed first quarter of 1991. 


The May Revision assumes thar -sales will be relatively flat through the third quaner of 1992 with a 
moderate recovery beginning at the end of that year. Even with this recovery, 1993 taXable sales, 
adjusted for inflation, are anticipated to be less than two percent above the volume of sales that occurred 
in 1988. 


Bank & Corporation Tax 


Both 1990 and 1991 appear to have been years of negative profit growth. This also occurred in 1981 
and 1982, however. the most recent period appears to have been a somewhat more severe decline. This 
forecast assumes that 1992 will be a recovery year for corporate profits. This profit increase is 
prt:sumed to come as a result of cost cutting (e.g., "down-sizing") that has occurred during the past two 
years and not as a result of an overall economic recovery. A meaningful economic recovery beginning 
in 1993 would then continue the growth in profits. 


Other Revenues 


The largest revenue decline is attributable to Trial Court revenues, and transfers from other funds to the 
General Fund. Compounding the shortfall is a significant decline in interest income. Except for interest 
income. most of the other revenues are not as sensitive to the economy as are the three largest revenue 
sources. 







Trial Coun revenues are estimated to be down $148 million in the current year and $98 million in the 
budget year. Problems with implementation, delays in remitting the funds to the state and the downturn 
in the economy have contributed to the weakness in revenues in the current year. The budget year 
estimate assumes a steady flow of revenues with continued delays in receipt of funds from the counties. 


Unclaimed Property 


Chapter 450, Statutes of 1990 reduced the period for unclaimed property to escheat to the State 
from 5 to 3 years. The 1991-92 budget anticipated that this legislation would increase General 
Fund revenues by $90 million to $150 million Based on the most current infonnation available, it 
now appears that those revenues for 1991-92 will be at least $200 million or $50 million more than 
reflected in the 1991-92 budget 


Refinancing Lease Revenue Bonds 


The 1992-93 Governor's Budget included a proposal to refinance $1.2 billion in Lease Revenue 
Bonds. The original proposal anticipated refinancing up to fifleen State Public Works Board issues 
that were sold between 1985 and 1990. This proposal was anticipated to provide General Fund 
revenue of $130 million in the current year. 


After further evaluation of this proposal it has l;>een disclosed that the legal questions and the 
financial mar~et risks associated with this proposal far outweigh the potential benefits from a 
refinancing of outstanding bonds. However, in line with this proposal we are pursuing the 
replacement of debt service reserve funds with a surety bond for the Imperial Prisons Project issue. 
This proposal will result in a revenue transfer of approximately $36 million to the General Fund 
after disbursements and costs in the budget year. 


Other Funds Revenue 


Tidelands Oil Revenue 


The Governor's Budget projected an estimate of $263 million in Tidelands Oil Revenue for the 
1991-92 fiscal year. This was based on an average price of $13.45 per barrel. Based on current 
year actual revenue through April and a revised assumption of $11.00 per barrel for May and June, 
the Tidelands Oil revenue is estimated to be down from 61.6 million to $36.2 million, a reduction 
of $25.4 million. In addition, the receipt of a $166.9 million Anti-Trust settlement, a $1.8 million 
Pacific-Refining settlement, a $34.5 million Unocal settlement and the early receipt of a 
$166.9 million Anti-Trust settlement. a $1.8 million Pacific-Refining settlement. a $34.5 million 
Unocal settlement and the early receipt of the additional $8.5 million Unocal settlement, previously 
anticipated in the Budget Year, was received in the current year for a revised total revenue of 
$247.9 million. 


The 1992-93 Governor's Budget projected an estimated $66.1 million of Tideland Oil Revenue 
based on $14.00 per barrel of oil. Due to the early receipt of the $8.5 million Unocal settlement in 
the 1991-92 fiscal year and the decline in oil prices to approximately $12.00 per barrel, the most 
recent projection has declined to an estimated $53.8 million. In addition, Santa Barbara Channel 
has closed 5 leases which will further reduce production and subsequent royalties. 







Realignmtnl Revenues 


In the current year. realignment revenues are now projected to be $84 million lower than estimated 
in the 1991-92 Governor's Budget. Of this amount, $24 million represents a reduction in Vehicle 
License Fee receipts and $60 million represents a reduction in sales taX receipts. These reductions 
are in addition to a shortfall of $150 million reported in the 1992-93 Governor's Budget as proposed 
in January. The reduction in the estimated amount of sales tax receipts is related to the fact that the 
economic recession in California has been longer and deeper than previously expected. The 
dec~ase in estimated VLF collections is a technical adjustment reflecting additional information 


regarding initial collections in the fall of 1991. 


Projected 1992-93 realignment revenues are also down from last January's projections by a total of 
$92 million. The revised projection is due to lower sales taX receipts than previously expected. The 
total realignment revenue now projected to be collected in 1992-93 is $2.244 billion. 
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GENERAL FUND EXPENDITURES 
BY AGENCY 
($ In Millions) 


NON-PROPOSITION 98: 


Legislative, Executive, Judicial $1,346 $1,719 $1,547 


State and Consumer Services 276 289 301 


Business, Transportation & Housing 136 204 272 


Resources 707 674 673 


Environmental 78 98 91 


Health and Welfare 13,361 13,704 13,193 


Youth and Adult Correctional Agency 2,701 3,024 3,163 


K-12 Education 121 1,066 1,320 


Higher Education 4,119 4,153 4,218 


General Government __ 1.489 927 719 


Total •• Non-Proposition 98 S24t934 $25,858 $25,497 


PROPOSITION 98: $15,330 $18,353 $18,260 


• • TOTAL·· ALL GENERAL FUND $40,264 $44,211 $43,757 


• Total expendiwres must be reduced by a combined $5.7 billion from the Governor's January 1992 proposal. 
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EXPENDITURE DETAIL 
1991-92 and 1992-93 


($ In Millions) 
. ::· . :: 


' ,. 


Department of Consumer Affairs 


Olll...D SUPPORT ENFORCEMENT 


Among recent measures to strengthen the State's Child Support 
Enforcement efforts, Chapter 110, Statutes of 1991 (SB 101), declared 
the Legislature's intent to deny business and professional licenses to 
persons with child support arrearages. This intent was subsequently 
implemented by Chapter 50, Statutes of 1992 {AB 1394), which requires 
licensing agencies to deny business and professiof!allicenses, including 
commercial driver's licenses, to persons with child support arrearages. 
Chapter 50 of 1992 authorizes the Department of Social Services to 
submit a list monthly of persons who are delinquent in their payments to 
the various licensing entities to match with persons applying for or 
renewing licenses. The requirements of Chapter 50 will be implemented 
through the combined efforts of the Department of Social Services and 
several licensing departments, boards, and bureaus in the Business. 
Transportation, and Housing Agency, and the State and Consumer 
Services Agency. These activities will include inter-agency cooperation 
on matters of procedure, funding, and timing, as well as the development 
of the systems and procedures within each agency to identify those with 
outstanding obligations and take appropriate action. The Health and 
Welfare Agency is the lead agency in this program for purposes of 
providing a central point of coordination. It is anticipated that 
implementation in each Hcensing agency will take place in different 
stages, depending on the current status of automation, number of 
licensees, and additional activities necessary to meet these requirements, 
in the individual boar~ bureau, or department. 


The Department of Consumer Affairs implementation of the child support 
law is targeted for November 1. In order to accomplish this, increases 
totaling $725,000 are proposed for various Budget Bill Items. Of this 
total, $479,000 will be n:imbursed from Federal Funds received by the 
Department of Social Services. The remainder of the costs will be funded 
from the special funds of the boards and bureaus. 
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These funds are to address programming and data processing costs, 
necessary equipment, and staffing for data input and processing of 
temporary licenses associated with the expected workload identified by 
the Department of Social Services which. receives infonnation on 
delinquent child support payments from local District Attorneys. 


Dtparlment of Health Services - Support 


A loan of $2,650,000 is proposed for the Low-Level Radioactive Waste 
Disposal Fund~ $2,326.000 to conduct a hearing regarding the licensing 
of the low-level radioactive waste disposal site, and $324,000 to cover 
ongoing program costs. This loan will be repaid with fees collected from 
low-level radioactive waste generators. 


An augmentation of $394,000 is proposed for the DHS to begin an 
epidemiological study in response to the Cantara chemical spill. Budget 
bill language is proposed specifying that these General Fund costs be 
recovered to the extent that future reimbursements are realized from 
responsible parties. 


An augmentation of $825,000 ($412,000 General Fund) is proposed for 
the Licensing and Certification Division to provide funding for the 
second year of a three year interagency contract with the Chancellor's 
Office, California Community Colleges for the development of the 
examination and testing process for the Nurse Assistance Competency 
Testing program. as required by OBRA '87. 


An augmentation of $481,000 ($240,000 General Fund) is proposed for 
the Audits and Investigations Division to incn:ase the number of nursing 
home audits for rate setting purposes. The increased audits are necessary 
to maintain confonnity with the State Medicaid Plan. 


A reduction of $2,127,000 ($1 ,063,000, General Fund) is proposed for 
managed care start-up grants, to be shifted to local assistance pursuant to 
Chapter 279, Statutes of 1991. 


DeptJrtmtnt of Health Services ··Public Health 


In the current year, estimates for the Public Health programs reflect a 
net decrease of $2.8 million General Fund as follows: 


California Children Services CCCS) Pro~am 


Caseload for the CCS program has been revised from 142,CX)() to an 
estimated 153,590; however, caseload-related costs have decreased 


-, -


1991-92 
1992-93 


1991-92 
1992·93 


$1.4 


.. $2.8 
-$4.0 
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by $3,268,000. CCS county administrative costs have also deere~sed ., 
by $236,000. Previously anticipated CCS enrollment fees of 
$4,315,000 and Federal SLIAG funds of $320,000 have not 
matcrialiud creating a need for a Gcneml Fund backfill. The net GF 
change is an increase of $1, 131 ,000. 


Genctica}ly Handica12ped Persons Pro~am CGHPE) 


GHPP caseload related costs have decreased by $1,043,000; however, 
GHPP family repayments have decreased by $88,000, resulting in a 
net OF decrease of $955,000. 


Child HeBltb DisabilitY Prevention <CHDP) Program 


CHOP caseload costs have decreased by $597,000 OF and 
$1,382,000 from the Health Education Account of Cigarette and 
Tobacco Products Surtax Fund (crPSF). 


CQunty Medical Services Pro~m <CMSP) 


CMSP caseload costs have decreased by $6,292,000. However, 
revenues for CMSP reflect an increase of $427.000 in interest and a 
prior year adjustment to reflect a savings of $2,917,000 because 
1990·91 provider costs are less than previously estimated Federal 
SLIAG funds of $4,360,000 have not materialized creating a need for 
a General Fund back·nll. Finally, Realignment revenues were less 
than anticipated resulting in a need of $2,928,000 GF. The net 
change for the CMSP is a decrease of $2,348,000 GF and an increase 
of$125,000 Unallocated Account of the CTPSF. 


In the budget year, projections in the Govemor's Budget are being revised 
to ~fleet a net dec~ase of $4 million from the General Fund for the 
following public health programs. 


California Children's Seryjces <CCS) 


Costs related to CCS caseload, which is estimated at 161,920, have 
decreased by $1,313.000 and county administrative costs have also 
decreased by $857,000. However, this is offset by a decrease in 
enrollment fees of $4,042,000, resulting in a net GF increase of 
$1,872,000. 


Genetically Handic;wped Persons Proi.farn CGHeP) 


GHPP case load costs have decreased by $1,056,000 but GHPP family 
repayments are projected to decrease by $91.000, resu lting in a net 
GF decrease of $965,000. '" 







. . 


Child H"lth Disability Prevention COIDPl Proifam 


The CHOP OF progmm caseload related costs have remained 
relatively stable (·1 %). However, it is proposed that CHDP expand 
eligibility for the Hepatitis B vaccine at a cost of $1,736,000 GF (and 
$3,737,000 Federal Funds- see other funds- DHS). CHDP also 
anticipates a decrease of $2,016,000 from the Health Education 
Account (of the CfPSF). 


Department of Health Servicts ··Medi-Cal 


The Current Year Medi-Cal General Fund deficiency has changed from 
$36,528.000 reflected in the Governor's Budget to $203,889,000 in the 
May Medi-Cal Estimate. The $167,361,000 General Fund increase since 
January is due, in pan, to the fact that legislation to fund the Medi-Cal 
u 185 percent" perinatal program from Proposition 99 monies was not 
passed; therefore, this $60 million cost will be charged to the General 
Fund. Similarly, Jack of legislation to eliminate Medi-Cal optional 
benefits as had been proposed in the Governor's Budget results in a 
$7.6 million General Fund charge. A $10 million General Fund prepaid 
health plan rate increase is proposed for the current year. In addition, the 
Federal Government did not provide any new State Legalization Impact 
Assistance Grant (SLIAG) funding for the current year, so $146.6 million 
of that cost must be backfilled by the General Fund even though we are 
able to fund $11.5 million from SLIAG carryovers. There also are 
several specific factors which have resulted in General Fund savings. 
Principal among them are: $15.8 million from a revised accrual estimate; 
$10.9 million from reduced monthly expenditures for the drug Clozapine; 
$5.2.million from lower utilization of services under Brown y. Kizer; 
$4.9 million from increased recoveries -- mainly in the General 
Collections area; $2.6 million from increased savings in the drug rebate 
program; $3.6 million from Joint Tenancy Retroactive Payments which 
will be paid in the budget year; and other factors, a $13.8 million 
decrease. Average Medi-Cal monthly caseload for 1991-92 is estimated 
to be 4,612,700 --up by 63,100, or 1.4 percent. since January. 


Budget Year General Fund costs for Medi-Cal are estimated to be 
$.5,119,167,000 an increase of $153,283,000 since January. In pan, this 
in~ase is caused by a higher average monthly caseload estimate for 
1992-93,5,010,000 compared to 4,851,800 estimated in January-- a 
3.3 percent rise. Other factorS being equal, this caseload base estimate 
change could be construed to represent a $131 million General Fund 
increase. Inclividual General Fund cost increases of particular note are : 
$62.8 million for a General Fund backfill of lhe Medi-Cal" 18.5 percent" 
perinaUll program which did not receive legislation to penn it use of 
Proposition 99 monies; inclusion of an estimated $66.8 million for the 
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annual long term care rate adjustment (but a proposed change in rate 
setting will affect the net rate adjustment amount)~ $12.2 million for a. 
long term care rate settlement; and $14.6 million for increased prepaid 
health plan (PHP) rates in the managed care area of Medi-Cal. While 
1992-93 SUAG caseload-based funding is expected to decline by 
$50.4 million; use of SLIAO monies to reimburse $144.9 million of prior 
year costs will produce a net $94.5 million yield for the General Fund. 
Other offsetting savings are: $10.9 million from reduced monthly 
expenditures for the drug Clozapine and $6.9 million for lower utilization 
of services under Brown y. Kizer. and other change factors, a $21.8 
million dccxease. 


Department of Developmental Services 


Budget year expenditures are lower by $5.3 million reflecting a 
reduction in developmental center costs and an increase in regional 
center costs. Regional center costs are up $9.7 million, which is the net 
impact of the following changes: 1) reduced caseload producing regional 
center staffing reductions of -$3.7 million; 2) an increase in Out-of-Home 
care costs of $4.5 million; 3) an increase in Day Program costs of 
$8.7 million; 4) an increase in Other Services costs of $1.3 million; and 
5) a decrease of $1.1 million to reflect savings associated with clients 
who wUI be served by the Depanment of Rehabilitation's (DOR' s) 
Vocational Rehabilitation/Work Activity Program. (The DOR budget 
will be increased by the same amount.) In the Developmental Centers, 
costs are down by $1S million due to a decline in population of 65 clients 
as well as a reduction in the severity of the clients being served. This 
reduction will be partially offset by increased Medi-Cal reimbursements, 
which are 50-percent General Fund. of$10.5 million. Finally, language 
is proposed to be added to the regional center budget item to encourage 
regional centers to max.imizt M¢i·Cal billings as a means of supporting 
services. 


D~partment of Menial Htalth 


The Department of Mental Health's (OMH's) latest projections indicate 
that the population in the Conditional Release Program will be a total of 
3S clients lower than the estimates contained in the Governor's Budget, 
yielding a reduction of $737 ,()()(). The State Hospital appropriation 
reflects changes due to the proposed county buy-out of 589 beds, 
resulting in an increase of $2,325,000 GF to pay for a shift in overhead 
costs, as well as a reduction of $22.217,000 in reimbursements from the 
counties. Finally, in order to comply with the Federal Nursing Horne 
Reform Act during 1992~93, the Department proposes to conduct an 
additional 2,154 Level II Screens (for a total of 8,000 screens) at a cost of 
$171,000 GF and $514,000 in reimbursements. 
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Department of RehabiUtatum 


Current year expenditures are up by $2.4 million. This deficiency is due 
to an increase in caseload for the base Work Activity and Supported 
Employment programs, which provide services to developmentally 
disabled clients pursuant to the Lanterman Act. Budget year expenditures 
are up by $0.8 million, reflecting two changes from January. ·First, net 
case1oad in the base Work Activity and Supponed Employment programs 
is now projected to be 789 clients less than in January, producing a 
savings of $0.3 million. Second. an additional 88 staff are proposed for 
the Vocational Rehabilitation Work Activity and Supported Employment 
programs (VRJWAP and VR/SEP) at a cost of$1.1 million. These staff 
are needed to provide services for approximately 2,500 regional center 
clients who are projected to be served by the programs. Serving these 
clients in the VR/W AP and VRISEP programs will enable California to 
receive federal matching funds for the services. The base Work Activity 
and Supported Employment programs, as well as all other regional center 
day programs, are budgeted with 100 percent General Fund. 


· Department of Social Services 


1991-92 


Expenditures for the Department of Social Services in the current year 
are estimated to increase by $32.8 million. 


In the Aid to Families with Dependent Children (AFDC) program, 
changes are the result of lower caseload growth and a decrease in the 
average siu of a family receiving aid (-$32.2 million). Whereas 1991-92 
AFDC caseload (before adjustments for welfare reform) was projected to 
grow above 1990-91levels by 13.1 percent in the Governor•s Budget, it 
is now projected to grow by 12.4 percent. Within the AFDC caseload, 


· children·only cases (i.e. cases without an aided adult) continue to be the 
fastest growing group. Accounting for the reduction in the average size 
of a family receiving aid. children-only cases are estimated to in~ase by 
29.9 percent in 1991-92 above prior year levels. AFDC savings from the 
overall caseload reduction are offset by increased costs due to the delay in 
implementation of the Administration • s welfare refonn proposal 
($89.3 million), and are increased due to savings attributable to the 
extension ofUnemployrnent Insurance Benefits (-$15.4 million). 
Decreased AFDC case loads and other factors have also resulted in 
reduced expenditures for County Administration (~$35.5 million). 


In the Governor•s Budget, caseload for the Supplemental Security 
Income/State Supplementary Program (SSIJSSP) was projected to 
increase by 6.3 percent in 1991-92 above the prior year's level. It is ·now .. 
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projected to grow at 6.6 percent. with almost all of the increase included 
in the number of disabled beneficiaries ($5.1 million), reflecting both · 
increasing caseload in the disabled category and the processing of 
additional numbers of backlogged cases for disabled applicants. Foster 
Que costs are estimated to increase due to a downward revision in the 
number of federally eligible probation cases ($4.8 million). Additional 
adjustments include in~ased funding for caseload in the Adoptions 
Assistance program ($1.6 million), increased savings in the Child Welfare 
Services program due to increased fc:derally allowable costs(-
$7 .0 million), lower expenditures in the In-Home Supportive Services 
(illSS) program due to reduced caseloads and lower costs per case (-
$9.5 million). an increase in General Fund expenditures resulting from 
lower than anticipated SUAG receipts ($32.5 million), and other program 
adjustments (-$0.9 million). 


1992-93 


In the budget year, expenditures are estimated to increase by 
$130.9 million, $127.7 million of which is in local assistance. 


AFDC local assistance expenditures are projected to decrease due to 
lower caseload growth and a decrease in the average size of a family 
rec~iving aid (-$46.9 million). Caseload (before adjustments for welfare 
reform) is now projected to grow by 10.6 percent beyond 1991-92levels, 
compared to growth of 10.8 percent estimated in the Governor's Budget 
As in 1991-92, children-only cases continue to be the fastest growing 
group within the AFDC caseload. In 1992·93, children-only cases are 
estimated to increase by 29.8 percent above 1991-92levels, and continue 
to account f'or the reduction in the average size of a family receiving aid. 
AFDC savings from caseload reductions are adjusted by increased costs 
attributable mostly to the delay in implementation of the Administration's 
welfare reform proposal ($181.4 million), increased costs for 
implementing the decision in the case of Edwards y. Carlson 
($19.4 million), an increased estimate of costs for persons who anained 
penn anent residency status pursuant to the Immigration Refonn and 
Control Act ($3.5 million), and increased savings attributable to the 
extension of unemployment benefits ( -$15.9 million). As a result of 
reduced AFDC caseloads and other factors. costs for County 
Adminiscration are projected to be lower (·$18.9 million). 


In the SSIJSSP program, the Governor's Budget projected caseload to 
increase by 8.3 percent above current year levels. Due to the continuing 
increase in disabled beneficiaries, caseload is now estimated to increase 
by 9.1 pe~ent in 1992-93 ($15.0 million). Foster Care expenditures are 
reduced due to a decrease in non-federally eligible cases (-$8.2 million). 
Additional adjustments include increased funding for caseload in the 
Adoptions Assistance program ($1.6 million), increased expenditures in ~ 







projected to grow at 6.6 percent. with almost all of the increase included 
in the number of disabled beneficiaries ($5.1 million), reflecting both · 
increasing caseload in the disabled category and the processing of 
additional numbers of backlogged cases for disabled applicants. Foster 
Que costs are estimated to increase due to a downward revision in the 
number of federally eligible probation cases ($4.8 million). Additional 
adjustments include increased funding for caseload in the Adoptions 
Assistance program ($1.6 million), increased savings in the Child Welfare 
Services program due to increased federally allowable costs(-
$7 .0 million), lower expenditures in the In-Home Supportive Services 
(lllSS) program due to reduced caseloads and lower costs per case(-
$9.5 million), an increase in General Fund expenditures resulting from 
lower than anticipated SUAG receipts ($32.5 million), and other program 
adjustments (-$0.9 million). 


1992-93 


In the budget year, expenditures are estimated to increase by 
$130.9 million, $127.7 million of which is in local assistance. 


AFDC local assistance expenditures are projected to decrease due to 
lower caseload growth and a decrease in the average size of a family 
rec~iving aid (-$46.9 million). Caseload (before adjustments for welfare 
reform) is now projected to grow by 10.6 percent beyond 1991-92levels, 
compared to growth of 10.8 percent estimated in the Governor's Budget. 
As in 1991·92, children-only cases continue to be the fastest growing 
group within the AFDC caseload. In 1992·93, children-only cases are 
estimated to increase by 29.8 percent above 1991-92levels, and continue 
to account for the reduction in the average size of a family receiving aid. 
AFDC savings from caseload reductions are adjusted 6y increased costs 
attributable mostly to the delay in implementation of the Administration's 
welfare reform proposal ($181.4 million), increased costs for 
implementing the decision in the case of Edwanis y. Carlson 
($19.4 million), an increased estimate of costs for persons who anained 
penn anent residency status pursuant to the Immigration Refonn and 
Control Act ($3.5 million), and increased savings attributable to the 
extension of unemployment benefits (-$15.9 million). As a result of 
reduced AFDC caseloads and other factors, costs for County 
Administration are projected to be lower (·$18.9 million). 


In the SSI/SSP program, the Governor's Budget projected cascload to 
increase by 8.3 percent above current year levels. Due to the continuing 
increase in disabled beneficiaries, caseload is now estimated to increase 
by 9.1 percent in 1992-93 ($15.0 million). Foster Care expenditures are 
reduced due to a decrease in non-federally eligible cases (~$8.2 million). 
Additional adjuslrnents include increased funding for caseload in the 
Adoptions Assistance program ($1.6 million), increased expenditures in 
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the Child Welfare Services program due to increased caseload, mainly in 
Los Angeles County ($14.6 million), savings resulting from the receipt' of 
SLIAG funds originally budgeted in 1991-92 (-$32.5 million), and other 
program changes ($14.6 million). 


State operations adjustments in the budget year reflect increases of 
$3.2 million. This includes $0.4 million for workload adjustments and 
implementation of new enforcement mechanisms in the Child S uppon 
Enforcement program. Budget year adjustments further include 37.8 PYs 
to implement the Administration's welfare refonn proposal. Funding for 
these new positions was included in the Governor's Budget ($2.0 million); 
however, the individual positions were not scheduled at that time. Also, 
an increase of $1.4 million is proposed for 35.1 PYs in the Disability 
Evaluation Division to comply with federally required case processing 
timelines for Medi-Cal Medically Needy (disabled) applicants. Other 
program adjustments reflect increases of $1.4 million for Welfare and 
Community Care Licensing programs. 


Department of Corrections 


POPULATION ADJUSTMENTS 


The 1991-92 reduction of $6.6 million is the result of a decrease 
in the projected June 30, 1992, institutions populatiQn. The cWTent 
projection of 103,242 is 1,191 inmates less than the 104,433 projected in 
the Governor's Budget. The parole population is projected to increase 
slightly to 86,811, or 554 more parolees than the 86.257 anticipated in the 
Governor's Budget. These population changes reflect lower rates of new 
felon admissions and parole violators returning to prison and will allow 
the delay or cancellation of various institution crowding plans. 


The 1992-93 reduction of $31.9 million reflects the continuing impact of 
these lower prison admission rates as the inmate population is now 
estimated to be 107,014 by June 30, 1993, or 2,820 inmates less than the 
109,834 projected in the Governor's Budget. The projected parole 
population of 92,120 by June 30, 1993, is 1,840 parolees less than the 
93,960 projected in the Governor's Budget. This lower than previously 
anticipated inmate population will allow the delay or cancellation of 
institution crowding plans. 
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LEASE PAYMENT ADJUSTMENTS 


The 1992-93 proposal also includes additional one·time savings 
of $52.6 million which will occur with the diversion of excess interest 
emnings and other balances available from completed lease·revenue­
funded prison projects to support the prisons' lease payments. These 
savings are in addition to those already reflected in the Governor's 
Budget and are reflected as reimb~cments to the lease payment item. 


Department of the Youth Autlwrity 


POPULATION ADJUSTMENTS 


The 1991·92 proposal includes $1,668,000 to suppon a year end 
population increase of 147 wards above the Governor's Budget which 
results from in~ased juvenile court rust admissions. This is partially 
offset by a reductjon of $268,000 resulting from a parole population 
decrease of 248 below the budgeted level for a net increase to the 
department's General Fund deficiency appropriation of $1,400,000. 


The 1992·93 proposal supports a year end increase in the institution 
population of 68 wards at a cost of $937,000, as- the increased juvenile 
coun commitments continue in the budget year. This is panially offset 
by a reduction of $270,000 due to a parole population decrease of 228 
below the Governor's Budget level at year end. The proposed total 
increase of $1,240,000 also includes $607,000 to correct a technical error 
which underfunded the retirement contribution costs for the new 
popul~tion driven staff which were requested in the Governor's Budget. 


Proposition 98 GUDrantee 


Due to a decline in anticipated state revenues, and a downward revision 
in ADA based on fall enro11ment data, the Proposition 98 minimum 
guarantee for 1991-92 was reduced by $1 billion since January, from 
$18.2 billion to $17.2 billion. Consequently, adjusted current year 
appropriations now exceed the minimum guarantee by $1.1 billion. 


When the Governor's Budget was presented in January, the current year's 
appropriations in excess of the guarantee were $183 million. This 
amount was proposed to be "recaptured". Since the May Revision is not 
proposing a specific doJlar level to recapture, but rather shows three 
alternative scenarios, a technical adjustment has been made to put $183 
million back in the current year. In this way, the May Revision is a 
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starting point which provides the most fle~ibility in reviewing potential 
budget options. 


The budget year guarantee is dependent on the Legislature ,s treatment of 
this $1.1 billion. The following are just three potential budget year 
scenarios. 


Scenario 1 


The Proposition 98 guarantee for 1992-93 would decrease from 
$18.5 billion to $18.3 billion if there is no recapture of current year funds 
appropriated in excess of the guarantee, to the budget year. The 
Legislature would need to appropriate an additional $184 million, after 
adopting the May Revision changes. 


Scenario 2 


If legislation is not enacted prior to the May apportionments, a maximum 
of $1 billion of the $1.1 billion excess appropriations could be recaptured, 
reducing rhe 1992-93 guarantee to $17.23 billion, with a General Fund 
cost of $178 million more than if the full recapture had occurred. 
Legislation would be required prior to June 30, 1992. 


Scenario 3 


However, if the full current year over-appropriation of $1.1 billion were 
recaptured, the 1992-93 guarantee would be reduced to $17.18 billion. 
and would require a $2.1 billion reduction to program funding levels. In 
order to recapture $1.1 billion, legislation would be required and must be 
enacted sometime before the end of May, prior to the principal 
apportionment for school districts and community college districts. 


1992-93 Prop 98 
Guarantee 


Recapture Amount 


Requin:d Change To May 
Revision K·14 Programs 


2 Year Qeneral Fu.rui 
Impact ys. No Recapture 


Proposition 98 Alternative Scenarios 
($ In Millions) 


No Recapture 


$18,260 


184 


·19-


Full Recapture 
(June only) 


$17,234 


1,000 


-1,881 


-2,027 


Full Recapture 
(May and June) 


$17,185 


1,129 


·2,059 


-2,204 







Another factor which would affect calculation of the Proposition 98 
gua.nmtee is the treatment of appropriations for private child development 
programs. Consistent with a Superior Comt decision, the Governor's 
Budget excluded these appropriations from Proposition 98. A recent 
Appellate Court decision revc:rsed that finding; the deadline for filing of a 
Petition for Review in the Suprt:me Coun is June 9. If these 
appropiiations were to be included in Proposition 98, and if the change 
were required to be retroactive, the General Fund cost under the ''no 
recapture'' scenario would be $3.2 million for fiscal years 1988-89 
through 1992·93 and $7 million under the ''full recapture'' scenario. 
Because the appeal status is still unknown, the May Revision proposes no 
change to the Governor's Budget. 


K·l2 Expenditures 


Estimated ·total General Fund expenditures for K-12 Education are being 
increased by $170.4 milJion in 1991-92 and reduced by $241.4 million 
in 1992~93. These changes reflect revisions to total expenditure 
requirements. An overview of the changes is presented in the fo1lowing 
sections. 


1991-92 Ex~nditures: As suggested above und~ Proposition 98, school 
expenditures for 1991-92 and 1992-93 are dependent on the Legislature's 
treatment of the $1.1 billion b)l which current year appropriati~ns now 
exceed the minimum guarantee. Since the May Revision is not proposing 
a specific dollar level for a recapture, but rather shows three alternative 
scenarios, a technical adjustment has been made to put $183 million back 
in the current year. This helps to facilitate consideration of the 
Proposition 98 ~cenarios set fonh above. 


While dlis teChnical adjustment for the recapture, for presentation 
purposes, results in a net expenditure increase. there an: other notewonhy 
adjustments including a considerable r:eduction in statutory average daily 
attendance (ADA) estimates for K-12 school districts. Based on the 
1991-92 First Principal Apportionment (Pl), K-12 district funding has 
been reduced by $141.1 million for ADA to reflect a downward revision 
in estimated ADA growth from 4.12 percent in January to 3.1S percent 
However, this amount was offset by an increase of $50 million for 
attendance accounting, resulting in a total reduction of $91.1 million. 


Current year deficiencies totaling $66.9 million are proposed to be funded 
from current year savings in school apportionments (due to a reduction in 
ADA), year·round schools and desegregation, and past-year savings. The 
deficiencies include $65.8 million for Special Education Programs. 
$118,000 for a technical correction to the county offices of education, 
$425,000 for education of adults in correctional facilities, and $588,000 
for the Mentor Teacher Program to provide full funding for participating 
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school districts, thereby permitting a 5-percent teacher participation level 
per school district. Additionally, because of the projected savings, there 
is no need to maintain the $48.7 million ~serve within Proposition 98. 


1992-93 Expenditures: A projection of lower growth in school district 
ADA established in the current year is expected to continue in 1992-93. 
ADA, originally estimated to grow at 4.17 percent, is now projected to 
increase by 3.76 pereent, which re!ults in a $212.5 million reduction in 
K-12 apportionments. Apportionments were also reduced by 
$42.1 million, since a deficiency is no longer anticipated given the lower­
than-expected ADA growth in 1991-92. 


Funding for statutory growth in K-12 categorical programs and county 
offices of education will increase overall by $13.8 million. This includes 
an $883,000 increase for the Economic Impact Aid Program based on 
growth in AFDC and limited English proficient (LEP) populations, a 
$15.3 million increase for desegregation programs to reflect the 
correction of a technical error in the calculation of the statutory growth 
funding for both court-ordered ($12.9 million) and voluntary 
($2.4 million) desegregation programs, and an increase of$10.2 million 
in county office apportionments due primarily to an increase in county 
and community school pupils. Funding for most other categorical 
programs has been reduced due to the lower estimate of K-12 enrollment 
growth. Funding for special education has been augmented by 
$48.4 million based on increased entitlements from the current year. 


Deferred maintenance, which is funded from the General Fund and excess 
bond repayments paid by school districts on State School Building Aid 
Loans. is reduced by $20.6 million in 1991-92 and $28.8 million in 
1992-93 to reflect lower-than-anticipated bond repayments. 


The net ruluction in expenditures for 1992-93 reflects the flip-side of 
eliminating the Proposition 98 recapture mentioned above; i.e., the 
$183.3 million increase in 1991-92 is offset by a corresponding decrease 
in 1992-93. An increase of $184 million has been included in 1992-93 
expendit~s to reflect a technical adjustment related to the Proposition 98 
options noted above. 


Calijornill Community Colleges 


For 1992-93, General Fund expenditures for the California Community 
Colleges (CCCs) are proposed to be reduced by $7.4 million. This reduction 
is composed of changes in amounts needed to fund fonnulas for 
apportionments as well as reductions to categorical programs. The 
significant changes are discussed below. · 
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CCC apportionments are being reduced by a total of $1.0 million due to a 
combination of changes. Technical increases of $0.7 ha"Ve been made to 
base funded attendance and the cost--of-living adjusunent to reflect 
updated apportionments information for 1990-91 and 1991-92. A 
decrease of $5.9 million for suuutory growth is included to reflect a 
decrease in the forecast of the change in the State's adult population from 
the Governor's Budget estimate of 1.95 to 1.72 percent. An increase of 
$4.2 million is included to reflect increased General Fund apponionments 
necessary to offset the estimated decrease in student fee revenues and 
federal oil and mineral royalties. 


A decrease of $6.1 million is included to reflect the revised estimate of 
the amount needed to reimburse districts for revenue bond lease-purchase 
payments they will be requin:d to make to the Public Works Board. 


University of CaUfomill 
Hastings Collegt oftlu Ltzw 
California SUite University 


The current year reflects a reduction of $2.4 million in CSU expenditures 
for repairs resulting from the 1987 Whittier earthquak~; the budget year 
reflects an increase of $1.6 million at UC and CSU for repairs resulting 
from the 1989 Lorna Prieta eanhquake. The budget year reflects a 
$1.6 million savings in health insurance costs for annuitants to correspond 
to the downward revision in the rate increase, i.e., from 10 percent in the 
Governor's Budget to 6.2 percent. The budget year also proposes to hold 
the costs of denw.l insurance for annuitant and active employees to the 
1990-911evel, resulting in a savings of $15.1 million. Total savings are 
$9.1 million for UC, $0.046 million for Hastings and $6.0 million for 
csu. 


Department of Justice 


LEGAL SERVICES FOR SCHOOL FINANCE LITIGATION 


In the budget year, the department will provide approximately 
0.9 personnel years of additional legal services and incur additional 
costs for consultant services and expert witnesses associated with the 
state's defense costs in the ABC Unified School District y, the State of 
California school finance litigation. Related language would prohibit the 
expenditure of these funds for costs other than in defense of the state and 
allows the allocation of f~nds in 1992-93 and 1993-94 by the Depanment 
of Finance. 
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BOGrd of Equalkation 


In the current year, the Board of Equalization is projecting a deficiency 
of$4.1 million due to reimbursements from local agencies falling below 
the budgeted level. The rates for Board of Equalization ~imbunements 
(or local tax collection costs are based on the ~venues collected Since 
the local sales and use tax revenues are now projected to be signif1cantly 
below the amounts reflected in the January Governor's Budget and the 
costs of collection have not decreased, replacement of lost 
reimbursements with a General Fund appropriation is necessary. 


Industrial Relations 


In the budget year, an increase of$13.2 million is needed to fund 
worker's cqmpensation benefit costs for injured workers whose 
employers are uninsured. This funding level represents a continuation of 
current year cost increases for additional claims and related services such 
as medical, legal and vocational rehabilitation and is consistent with a 
deficiency augmentation of $6.9 million supported by th~ Administration 
for 1991-92 from the Uninsured Employers Fund (UEF}. Because of the 
current year need for additional UEF resources. insufficient UEF 
revenues are available to support the budget year costs for this program, 
creating a need for $13.2 miJlion from the General Fund. 


PERS Employer Retirement Conlributions 


For the budget year, PERS has developed rates that will result 
in $186.9 million ($62.9M General Fund) savings to employer 
retirement contributions. 


However, the PERS rate development and Assembly action to adopt those 
rates is inconsistent with current law (Cb 83190-AB 702) which 
transferred the PERS rate setting responsibilities from PERS to the newly 
created independent actuary that has yet to be confinned by the 
Assembly. Only those rates developed by the Governor's nominated 
actuary can be considered by the Assembly for inclusion in the Budget 
Act. 


The Governor has nominated the actuarial fmn of Tower, Perrin, Forster 
and Crosby on three occasions but has yet to receive the necessary 
approval. Without legislative action on this matter, the potential savings 
from a rate reduction cannot be realized. 
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Annuitant Heahh and Denkd Benejiu 


In the current and budget year, anticipated premium and enrollment 1991-92 -$15.0 
increases are below projections in the Governor's Budget for annuitant 1992-93 -$45.0 
health and dental benefits. The General fund cost savings are projected to 
be $1S million in the current and $4S million in the budget year. 


Statewide Employee Salary and Wagt StJvings 


The Governor's January budget included a proposal to reduce represented 1991·92 $73.7 
state employee salaries by five percent, effective January 1, 1992, for the 1992·93 
purpose of generating state operation savings to address the state • s severe 
fiscal imbalance. However, to date, the Legislature has not provided the 
~uired legislation to implement the proposed employee cost 
containment proposal. The fiscal consequence of the LegisJature's failure 
to act on this issue h11s resulted in the loss of $73.7 million in General 
Fund salary savings in the current year. 


Ut!se Revenue Bond Payments 


The 1992-93 Governor's Budget included a proposal to refinance 1991-92 $45.0 
$1.2 billion in Lease Revenue Bonds. The original proposal 1992-93 $15.0 
anticipated refinancing up to fifteen State Public Works Board issues that 
were sold between 1985 and 1990. This proposal was anticipated to 
provide expenditure reductions of $45 million in the current year and 
$IS millic;>n in the budget year for debt service payments. 


After further evaluation of this proposal it has been disclosed that the 
legal questions and the fmancial market risks associated with this 
proposal far outweigh the potential benefits from a refinancing of 
outstanding bonds. 


Interest on Gtn.eral Fund Loans 


Estimated General Fund expenditures for Interest payments on General 1991-92 
Fund Loans (inter-fund borrowing) is expected to in~ase by $70 in 1992-93 $70.0 
1992-93. The Governor's Budget estimated inter-fund borrowing costs to 
be SS million in 1992-93. The proposed increase incorporates revised 
estimates based on actual costs in the current year and the anticipation 
that inter-fund borrowing will remain high in the budget year. 
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EXPENDITURE DETAIL 
1991 .. 92 and 1992-93 


($ In Millions) 


Employment Development Department 


It is proposed that the Employment Development Department 
use $20 million from the unexpended balance in the Employment 
Training Fund as of June 30, 1992 to support the public service 
employment program and skills development program necessitated by the 
.civil unrest in the Los Angeles area. Up to 4,000 shan tenn jobs will be 
created quickly to assist in the cleanup effort. Public service employees 
will earn a maximum of $6,000 and work for up to six months. The first 
persons to be served in this program will be those who have filed 
Unemployment Insurance claims stating they have lost their jobs as a 
direct result of the civil unrest 


Department of Health Services ~- Other Funds 


It is proposed that $9.866,000 of Federal Maternal and Child H_ealth 
(MCH) Title V Grant funds (of which $2,392,000 ~presents carryover 
funding) be expended as follows: $3,737,000 to partially offset the GF 
cost of expanding eligibility for the Hepatitis B vaccine in the Child 
Health and Disability Prevention Program, and $6,129,000 to improve 
access to local health care systems for pregnant women, infants, children, 
and adolescents, and to target specific high-risk populations. 


Estimates for the fee supported caseload driven programs of the Genetic 
Disease Branch have decreased by $769,000 in the current year and 
$724,000 in the budget year due to a decline in the projected birthrate and 
changes in laboratory contracts. 


Department of Mental Health 


As a result of an expected increase of $20 million in California • s 
grant from the Alcohol, Drug Abuse and Mental Health Administration, 
the Depanment of Mental Health anticipates ~ceipt of an additional 
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$6,974,000 in federal funds. The Department will allocate this funding to 
the counties for local mental health programs. 


Stilts ugtJliz.ation Impact Assistance Gmnt (SUAG) ··Section 23.50 


The Current Year budgeted amount for SLIAG will be decreased from 
$286,329,000 to $102,599,000 from carryover monies because no federal 
appropriation has been made for the state's !RCA-related activities in 
1991-92. Almost all of the currently estimated $197,174,000 in !RCA­
related expenditures for State Public Assistance entitlement programs 
(such as Medi-Cal and SSI/SSP) are proposed to be backfilled by the 
General Fund; only $11.5 million of SLIAG monies for Medi-Cal are 
able to be maintained this fiscal year. A separate Section 23.50 Letter 
will be transmitted to the Legislature detailing the specific reductions. 


The Budget Year SLIAG appropriation is proposed to be increased from 
$452,573,000 to a ceiling amount of$637,137,000. The new Budget 
Year total is based on an expectation that the State will receive the full 
amount of SLIAG funds cumulatively deferred by Congress; this amount 
had been budgeted over the two year period in the Governor's Budget. 
Overall, declining caseload estimates because of eligibility Jimitations in 
federal law are projected to reduce State Public Assistance entitlement 
expenditures from $217,686,000 to $171,125,000 for 1992-93. 
Unallocated expenditures, to be distributed according to the priorities 
included in Section 23.50, and outlined below, will increase from 
$234,887,000 to as much as $466,012,000. 


The priorities included in Section 23.SO for the unallocated portion of 
SLIAG funding are proposed for revision as follows: (1) Required public 
health expenditures, including administration costs. to be capped at 
$32,000,000; (2) State operation costs, to be capped at $2,700,000; (3) A 
~ third priority; prior year State Public Assistance costs not yet 
reimbursed by SLIAG monies; (4) Any other programs required by law 
or regulations; and (5) Any other programs that have previously received 
SLIAG funds. 


While we are proposing to budget up to the full $637,137,000 that is 
mjnimal)y "owed" to California by the Federal Government, we have 
assumed for our own General Fund purposes in this May Revision the 
actual receipt of~ $381,480,000 in 1992-93. Should that be the 
maximum received from the Federal Government, it would be sufficient 
to fund onJy 1992-93 State Public Assistance entitlements, the 
$32 million for public health, the $2.7 million for state operations costs 
for the SLIAG programs and most, but not all, of the reimbursement now 
owed the General Fund for the 1991-92 State Public Assistance 
entitlement programs. 
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DeJNirtment of Corrections 


INMATE WELFARE FUND ADJUSTMENTS 


The 1991-92 reduction of $1.8 million is attributable to a lower estimated 
inmate population, a reduction in canteen positions at various institutions, 
and a carryover of canteen inventory automation funds. This lower 
inmate population allows the delay or cancellation of various crowding 
packages which result in the cancellation of canteen operations positions. 
The net effect of the reduced inmate population projections is a decrease 
of $75,000 from the Inmate Welfare Fund. The current year also reflects 
an adjustment of $1,768,000 in unexpended canteen inventory automation 
funds which are being carried over to the budget year. 


The 1992-93 augmentation of $1.4 million reflects the net impact of a 
lower than estimated inmate population, an overall increase in canteen 
positions at various prisons, and a carryover of canteen inventory 
automation funds. Although the lower inmate population allows the 
cancellation of many crowding facilities, other facilities at new 
institutions are being crowded. The net effect of the inmate population 
reductions is a decrease of $400,000. The budget year also reflects an 
increase of $1,768,000 in canteen inventory automation funds which are 
being carried over from the current year. 


REIMBURSEMENT ADJUSTMENTS 


The 1991-92 reduction of $145,000 reflects a carryover of substance 
abuse funds to the 1992-93 budgeL These funds are designated for the 
California Institution for Women Substance Abuse Program which serves 
female offenders who are substance abusers. 


Outer ContinenliJl Shelf Lllnd Act Section 8(g) 


The Governor's Budget projected an estimate of $23.5 million 
in Outer Continental Shelf Land Act Section S(g) Revenue Fund for 
the 1991-92 fiscal year. This was based on an average price of$9.1 per 
barrel. Based on current year actual through April and a revised 
assumption of $7.6 per barrel for May and June, the Tidelands Oil 
revenue is estimated to be $22.7 million. This will reduce the amount of 
S(g) available for transfer to the General Fund for the current year from 
the $13 million budgeted January 10, 1991 to $12 million . 
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The 1992-93 Governor's Budget proposed $23.2 million of Outer 
Continental Shelf Land Act Section 8(g) revenues based on $9.1 per 
barrel of oil. Although the price per barrel has been revised to $7.6 per 
b~l, the oil production is expecled to increase in 1992~93. Given this 
situation, the budgeted amount for 1992-93 is expected to be $200.000 
less than January 10 estimate of $23.2 million. It should also be noted 
that neither the Governor's Budget nor the May Revision for 1992-93 
includes a transfer to the General Fund, however, it does include a loan to 
the Fish and Game Preservation Fund of $8.6 million. The Budget also 
includes $14.6 million in expenditures for suppon ($3.2M),local 
assistance ($2.0M) and capital outlay ($9.4M) for various departments. 
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1992-93 Umit Calculation: 


For the May Revision, the 1992~93 State Appropriations Limit (SAL) is 
estimated at $35.010 billion with a growth factor of 2.27%. This is 
slightly lower than the $35.015 billion SAL and growth factor .of 2.28% 
which were estimated in January. This decrease is due to a change in the 
factors used to calculate the SAL, pursuant to Article xnm of the 
California Constitution. These are as follows: 


January May Revision 


0 Per Capita Personal Income -0.95% -0.64% 


0 State Civilian Population 2.38% 2.27% 


0 K-14 Average Daily Attendance 4.49% 3.86% 


The SAL for 1991-92 did not change since it was statutorily detennined 
by Section 12.00 of the 1991 Budget Act. · 


SAL Room/Surplus: 


For the May Revision, the amount of SAL roorn available for 1992-93 is 
$6.25 billion. This is $3.7 billion higher than the $2.55 billion estimated 
in January. The additional $3.7 billion in room is due to the overall 
decrease in General Fund revenues and transfers for 1992-93. This 
decrease in revenues has the effect of reducing the amount of 
appropriations subject to the SAL and therefore increases the amount of 
room available under the Limit. 


The amount of room for 1991~92 increased by $1.45 billion from 
$3.71 billion in January lO $5.16 billion for the May Revision. This 
increase in room for 1991-92 is also due to the decrease in General Fund 
revenues and transfers. 
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~~~04 California State Department of ~inance 


Contact: 


"' 


NEWS RELEASE 


Cynthia Katz 
Assistant Director . 
Public and Intergovernmental 


Relations 
(916) 323-0648 


Release: Immediate 
Hay 20, 1992 


DEPARTMENT OF fiNANCE RELEASES MAY REVISION 


The State Department of Finance today released the annual Hay Revisfon confirming 
that California's economic: and fiscal situation 1s the worst since the late 
1930s. 


California's Economic Situation 


c Californ1a is now in the 22nd month of recession. 


c Job loss during this recession has been greater than at any time since 
World War II. Approximately 690,000 jobs have been lost. This represents 
a 5.4 percent decline compared to a job loss of only 2.8 percent in the 
1982 recession. This trough is so deep that employment may not return to 
the pre-recession peak until late 1993 or early 1994. _ 


c Wages and salaries, property income, and proprietor's income all performed 
poorly during 1991. In fact, the May Revision reveals that 1991 income 
suffered the worst performance since 1938. 


c Retail sales were hit even harder than personal income due to the 
recession. Sales ·tax data indicate a drop of 5-l/2 percent in taxable 
transactions in 1991. 


c Residential housing looked promising in the early months of 1992. 
Unfortunately, permit volume fell to a 96,000 annual rate in March from 
105,000 in February. The economic recovery will not get underway without 
sustained growth in housing. 


c Nonresidential construction is in an even more serious situation. 
Commercial office space in Los Angeles 1s overbuilt, with several major 
projects still under construction. This high vacancy rate and sluggish 
demand could delay a recovery for several years. 
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· CALIFORNIA STATE DEPART"EHT OF FINANCE 
NEWS RELEASE (Continued) 
Page 2 


Revenues and Expenditures 


c General Fund revenues and transfers for 1991-92 are expected to total 
$42.1 b11lion, down $1.6 billion from the Governor's January Budget 
estimate. For fiscal year 1992-93, the total estimated revenues and 
transfers are S41.8 billion, down $3.8 billion from the Governor's Budget 
estimate. Host of this shortfall 1s due to the economy. This revenue 
shortfall is expected to continue beyond the budget year. 


Revenues 
Expenditures 


Dollars in Billions 
1990-91 1991-92 


$38.2 
$40.3 


$42.1 
$44.2* 


1992-93 


$41.8 
$43.8* 


*Expenditures must be reduced by a combined total of ss~7 billion 
from the Governor's January 1992 budget proposal. If there are 
no reductions in 1991-92 spending, the total available for 
expenditure in 1992-93 will be $38.1 billion. 


c As dismal as this estimate may seem, this forecast still has a downside 
risk both in the short term as well as the 1 ong term. Although many 
economists believe that the nation is in recovery, this does not appear to 
be the case in California. At least at this time, a recovery 1s not yet 
visible. 


c Current year expenditures are up due to legislative inaction on the 
Governor's current year proposals as well as congressional inaction on 
SLIAG. 


0 


c 


0 


Impact of Hay Rev1s1on on Proposition 98 


The Governor's January 1992 Budget proposed crediting Sl83 million in 
excess 1991-92 Proposition 98 funding to 1992-93, providing the schools 
with $1.8 billion above the current year funding level. 


Because current year revenues have fallen $1.6 billion below the January 
estimate, and because K-14 enrollment has grown more slowly than forecast 
in January, current year funding is now projected to be $1.129 billion 
over the minimum Proposition 98 guarantee. 


Revenue shortfall and changes in enrollment estimates also will reduce the 
amount of the guarantee in the budget year below the January estimate. 
However, any reduction to the guarantee will depend on actions, if any, 
taken to reduce the current year over appropriation. 







zu u ; ;;; c ::u:Zii UAiiiH14 


CALIFORNIA STATE DEPARTMENT OF FINANCE 
NEWS RELEASE (Continued) 
Page 3 


'9'1644(2868 P .0 3 


c There are 'four basic Proposition 98 options that the Legislature should 
consider: 


Option 1: Take no action in the current year and fund Proposition 98 at 
the minimum level in 1992-93. Under this option, the Legislature would 
take no action to ftrecapture" current year over appropriations. In the 
current year, schools would receive $1.129 billion more than the 
guarantee. Funding in 1992-93 would be $260 million~ than the amount 
proposed in January, primarily due to slower enrollment growth. 


Option 2: Revert $1 b11l ton in June and fund Proposition 98 at the 
minimum level in 1992-93. Under this option, the Legislature would revert 
$1 billion in Proposition 98 overappropriations associated with the June 
1992 disbursements. These funds would be reappropriated as an emergency 
loan to districts, repayable from the proceeds of the 1992-93 Proposition 
98 guarantee. Relative to Option 1, this option reduced State funding for 
schools over the two-year period by $2.027 billion. -


Option 3: Revert at least $129 ~1111on prior to May 28, 1992. Revert the 
balance of excess appropriations in June and fund Propos1tion 98 at the 
minimum level in 1992~QJ. This option reduces state funding for schools 
over the two-year p~riod by $2.204 billion relative to Option 1 and $177 
million relative to Option 2. 


c Option 4: Fund schools at any level above the minimum guarantee. 


Imp11cations for the 1992-93 Budget 


c The spending plan proposed in the Governor's January 1992 budget must be 
reduced by $5.7 billion to bring expenditures in line with updated revenue 
projections. 


c The Legislature has not acted on the following spending reductions 
proposed by the Governor for the budget year: 


l. 


2. 


3. 


4. 


5. 


6. 


MAJOR REDUCTIONS PROPOSED IN 
GOVERNOR'S JANUARY 1992 BUDGET 


Student fee increases for CSU and UC to offset 
General Fund costs 


Shift property tax from certain enterprise districts 
to school districts 


Eliminate Renters Credit on Personal Income Tax 


Enact 5% salary roll back for rank and file state 
employees 


Credit General Fund with full amount of state over 
funding of PERS IDDA/EPOA accounts 


Health and Welfare Proposals 


Total 


$141 M 


$347 M 


$376 M 


$145 M 


$380 M 


$1.104 B 


$2.493 B 
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Wage & Salary Employment 
From Recession Peaks 


1981-82 


1960-61 1957-58 


1973-75 
1969-70 


-4 -2 0 2 4 6 8 1 0 12 14 16 '18 20 22 24 26 


Month from Recession Peak 







1992-93 
GENERAL FUND UPDATE 


Prior Year Balance (January) 


Adjustments 


Total Prior Year Balance 


Revenues and Transfers (January) 


May Revision 


($ In Millions) 


-$1,259 


23 


·$1,236 


Total Revenues and Transfers 


43,633 


-1,554 


$42,079 


$40,843 TOTAL RESOURCES 


January 
May Revision 


TOTAL EXPENDITURES 


Economic Reserve 


Encumbrance Reserve 


$43,718 
493 


$44,211* 


·$3,368 


(-$3,775) 


($407) 


-$1,344 


-2,024 


-$3,368 


45,673 


-3,839 


$41,834 


$38,466 


$43,817 
·60 


·$5,191 


(-$5,698) 


($407) 


• Total expendirures must be rrouced by a combined $.5.7 billion from the Governor's January 1992 proposal . 


. ]. 







... .. 


May Revision 
GENERAL FUND REVENUE FORECAST 


Reconciliation with the Governor's Budget Forecast 
($ In Millions) 


Source 


P~rsonal Income Tax $16,849 $16,849 
Sales & Use Tax 13,303 13.303 
Bank & Corporation Tax 4,508 4,508 
Insurance Tax 1,286 1,286 
Other Rev~nues 1,855 1,855 
Transfers 413 413 


Total $38,214 $38,214 


Cfv.~;~·~Y 
Personal Income Tax $18,133 $17,400 -$733 
Sales & Use Tax 16,188 16,025 -163 
Bank & Corporation Tax 5,017 4,630 -387 
Insurance Tax 1,195 1,170 -25 
Other Revenues 2,257 2,161 -96 
Transfers 843 693 -150 


Total $43,633 $42,079 -$1,554 


Change from FY 90-91 $5,419 $3,865 
%Change from FY 90-91 14.2% 10.1% 


Personal Income Tax $19,522 $17,650 -$1,872 
Sales & Use Tax 16,859 15,565 -1,294 
Bank & Corporation Tax 5,420 4,900 -520 
Insurance Tax 1,217 1,266 49 
Other Revenues 2,287 2,058 -229 
Transfers 368 395 27 


Total $45,673 $41,834 -$3.839 


Change from FY 91-92 $2,040 -$245 . 
%Change from FY 91-92 4.7% -0.6% 


-4.0% 
-1.0% 
-7.7% 
-2.1% 
-4.3% 


·17.8% 


-3.6% 


-9.6% 
-7.7% 
-9.6% 
4.0% 


-10.0% 
7.~% 


·8.4% 
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May Revision 
GENERAL FUND REVENUE FORECAST 


Reconciliation with the Governor's Budget Forecast 
($ In Millions) 


Source 


Personal Income Tax $16,849 $16,849 
Sales & Use Tax 13,303 13,303 
Bank & Corporation Tax 4,508 4,508 
Insurance Tax 1,286 1,286 
Other Revenues 1,855 1,855 
Transfers 413 413 


Total $38,214 - $38,214 


~v.~~~-·~D 
Personal Income Tax $18,133 $17,400 -$733 
Sales & Use Tax 16,188 16,025 -163 
Bank & Corporation Tax 5,017 4,630 -387 
Insurance Tax 1,195 1,170 -25 
Other Revenues 2,257 2,161 ·96 
Transfers 843 693 ·150 


Total $43,633 $42,079 -$1,554 


Change from FY 90-91 $5,419 $3,865 
%Change from FY 90-91 14.2% 10.1% 


Personal Income Tax $19,522 $17,650 -$1,872 
Sales & Use Tax 16.859 15,565 -1,294 
Bank & Corporation Tax 5,420 4,900 -S20 
Insurance Tax 1,217 1,266 49 
Other Revenues 2,287 2,058 -229 
Transfers 368 395 27 


Total $45,673 $41,834 -$3,839 


Change from FY 91-92 $2,040 -$245 . 
% Change from FY 91 -92 4.7% -0.6% 


-4.0% 
-1.0% 
-7.7% 
-2.1% 
-4.3% 


·17.8% 


·3.6% 


-9.6% 
-7.7% 
-9.6% 
4.0% 


-10.0% 
7.~% 


·8.4% 
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GENERAL FUND EXPENDITURES 
BY AGENCY 
($ In Millions) 


NON-PROPOSITION 98: 


Legislative. Executive. Judicial $1.346 $1,719 $1,547 


State and Consumer Services 276 289 301 


Business, Transportation & Housing 136 204 272 


Resources 707 674 673 


Environmental 78 98 91 


Health and Welfare 13,361 13.704 13.193 


Youth and Adult Correctional Agency 2,701 3,024 3.163 


K-12 Education 721 1,066 1.320 


Higher Education 4,119 4,153 4,218 


General Government 1 .489 927 712 


Total·· Non-Propositio-n 98 $24,934 $25,858 $25,497 


PROPOSITION 98: $15~30 $18,353 $18,260 


TOTAL •• ALL GENERAL FUND $40,264 • • $44.211 $43,757 


p. 13 ( 


• Total expenditures must be reduced by a combined $5.7 billion from lhe Governor's January 1992 proposal. 







Increase in Program Recipients 


Increase 
92-93* from 91-92 


K-14 Attendance 6,322,128 203,819 


Welfare 3,505,400 332,300 


Medi-Cal 5,010,000 397,300 


Prisons 107,014 3,772 


UC/CSU 520,988 4,735 


Population 31 ,63tl,OOO' 641,000 


*Projected in May 1992 
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Major Options to Reduce 
January Expenditure Plan 


as Adjusted for May Revision 


POLICY DECISIONS 


Recalculate Prop 98 
K-14 Funding 
Downward to Reflect 
Declining Revenue 


Adopt Governor's 
Proposed Reductions in 
January Budget 


A 


NO 


NO 


B c 
YES NO 


9.1% 


NO YES 


D 


YES 


9.1% 


YES 







Option A 
Assumptions: 


0 Revenue shortfall of $1.55 billion in the current and $3.8 billion in the 
budget year 


0 Current year proposed savings of $391 million lost 


Policy Decisions: 


0 Fund 1992-93 Proposition 98 reflects the overappropriation of the 
guarantee in 1991·92 


0 Reject Governor's major January proposals 


0 No tax increases .,..__......,.. __________ _. _________________________ _ 
Available General Fund Resources · 


1992-93 Fiscal Year 
($In Millions) 


Revenues and Transfers 


Less: 
Pay-Off 1991-92 Deficit 


Available Resources 


Less Mandatory Expenditures: 
Proposition 98 guarantee_ 
Proposition 98 carryover 
Debt Service 
Tax Relief 
Health Benefits for Annuitants 
Judges' Retirement System 
STRS 
State Mandates 


TOTAL Mandatory 


TOTAL Non-Mandatory Expenditures 


11 Budget year revenue loss of $3.8 billion. 


Jan 


$45,673 


-1,344 


$44,329 


18,520 
31 


1,682 
432 
348 
134 
705 


54 


$21,906 
ll 


$24,404 


May 
R •. ev1s10n 


$41,83411 


-3,368 


$38,466 


18,260Z' 
9 


1,682 
432 
303 
134 
705 


54 


$21,579 
i / 


$16,480 


2.1 Assumes 1991-92 Proposition 98 guaran~ is overappropriated by $1,129 million. 
-'J/ Govemor's budget plus S2,493 million in rejected Governor's proposals. · 
i/ Does not include $407 million for reserve~ fnr f"ncumhranrPc: 


o/c 
Changg_ 


-32.5 







Option B 
Assumptions: 


CJ Revenue shortfall of $1.55 billion in the current and $3.8 billion in the 
budget year 


0 Current year proposed savings of $391 million lost 


Policy Decisions: 


0 Fund 1992-93 Proposition 98 at minimum level with the current year 
adjusted downward by $1,129 million to fund only the minimum level of 
the guarantee in 1991-92 


0 Reject Governor's major January proposals 


a No tax increases .__ ___________________________________ __.. __ 
. 


Available General Fund Resources 
1992-93 Fiscal Year 


($In Millions) 
May 


Jan R •• evtston 


Revenues and Transfers $45,673 $41,83411 


Less: 
Pay-Off 1991-92 Deficit -1,344 -2,239 


A vail able Resources $44,329 $39,595 


Less Mandatory Expenditures: 
17,185v Proposition 98 guarantee 18,520 


Proposition 98 carryovers 31 9 
Debt Service 1,682 1,682 
Tax Relief 432 432 
Health Benefits for Annuitants 348 303 
Judges' Retirement System 134 134 
STRS 705 705 
State Mandates 54 54 


TOTAL Mandatory $21,906 $20,504 
J_/ !I 


TOTAL Non-Mandatory Expenditures $24,404 $18,684 


11 Budget year revenue loss of $3.8 billion. 
'}./ Budget year revenue loss reduces budget year Propositiory 98 guarantee by $1,335 million. 


· S..l · Governor's budget plus $2,493 million in rejeded' Governor's proposals. 
4/ Does not include $407 million for reserves for encumbrances. 


% 
Ci1ange 


-23.4 







.. 
Assumptions: 


Option C 


0 Revenue shortfall of $1.55 billion in the current ~nd $3.8 billion in the 
budget year 


0 Current year proposed savings of $391 million lost 


Policy Decisions: 


0 Fund 1992-93 Proposition 98 reflects the overappropriation of the 
guarantee in 1991-92 


0 Adopt Governor's major January proposals 


0 No tax increases __________ .,._. ______ .,._ _____________________ 
Available General Fund Resources 


1992-93 Fiscal Year 
($In Millions) May % 


Ian R •• Change evwon . 
Revenues and Transfers $451673 $41,834 11 


Less; 
Pay-Off 1991-92 Deficit -1,344 .. 3,368 


Available Resources $44,329 $38,466 


Less Mandatory Expenditures: 
18,2602) Proposition 98 guarantee 18,520 


Proposition 98 carryovers 31 9 
Debt Service 1,682 1,682 
Tax Relief 432 432 
Health Benefits for Annuitants 348 303 
Judges' Retirement System 134 134 
STRS 705 705 
State Mandates 54 54 


TOTAL Mandatory $21,906 $21,579 


TOTAL Non-Mandatory Expenditures $21,911 'J/ 
Jl 


$16,480 -24.8 


11 Budget year revenue loss of $3.8 billion. . 
21 Assumes 1991-92 Proposition 98 guarantee is overappropriated by $1 ,129 million. 
'J./ Governor's January budget. · - · 
~I Does not include $407 Tt\illion for ie~rvP~ fm Pn rumbrant"P<i. 
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Option D 
Assumptions: 


0 Revenue shortfall of $1.55 billion in the CUITent and $3.8 billion in the 
budget year 


0 Current year proposed savings of $391 million lost 


Policy Decisions: 


0 Fund 1992-93 Proposition 98 at minimum level with the current year 
adjusted downward by $1,129 million to fund only the minimum level of 
the guarantee in 1991-92 


0 Adopt Governor's major January proposals 


0 No tax increases ______________ .,.._ ________________ ...,.. ______ _ 
Available General Fund Resources 


1992-93 Fiscal Year 
($In Millions) 


Revenues and Transfers 


Less: 
Pay-Off 1991-92 Deficit 


Available Resources 


Less Mandatory Expenditures: 
Proposition 98 guarantee­
Proposition 98 carryovers 
Debt Service 
Tax Relief 
Health Benefits for Annuitants 
Judges' Retirement System 
STRS 
State Mandates 


TOTAL Mandatory 


TOTAL Non-Mandatory Expenditures 


11 Budget year revenue loss of $3.8 billion. 


. Jan 


... -1,344 


$44,329 


18,520 
31 


1,682 
432 
348 
134 
705 


54 


$21,906 


$21,911l' 


May 
R .. eVlSlOD 


$41,834 11 


-2,239 


$39,595 


17,185l/ 
9 


1,682 
432 
303 
134 
705 


54 


$20,504 


$18,684 
!I 


2.1 Budget year revenue loss reduces budget year P-roposition 98 guarantee by $1,335 million. 
'J./ Covemor's January budget. · 
~I Does not lnclude $407 million for reserves for Pnr11mhrances. 


% 
Change 


·14.7 
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g~~ 
SACRAMENTO REPRESENTATIVE 


COUNTY OF SAN DIEGO 


1100 K STR£ET, SlJI'r:e 100 
SACRAMENTO, CALIFORNIA 96814 


(916) 447-2868 


To: Supervisor George Bai ley, Chair 
Supervisor Brian Bilbray, Vice Chair 
Supervisor susan Golding 
Supervisor John MacDonald 
Supervisor Leon Williams 


From: Patricia Gayman and John Sweeten 


Date: Wednesday afternoon, June 17, 1992 


Re: State Budget Deliberations 


RECEIVED 
JUN 1 


Ans'd ••••• # 


After several weeks of the Legislative Working Groups 


trying to come to grips with various areas of the Budget 


(Local Government, Education, Boards and Commissions, Special 


Fund Agencies, and Health and Welfare), it appears that the 


Budget Conference Committee is beginning to attempt to deal 


with the horrendous issues concerning the budget. 


Yesterday and today the conference Committee has been 


eliminating state advisory and other boards, effecting 


consolidations, and eliminating positions in state departments. 


For instance, the Committee abolished all Public Informatjon 


Officer positions in the State. Whether these decisions will 


"stick", however, is yet to be seen. 


The Committee this afternoon decided to postpone discussion 


of a proposal to transfer $150 million in "excess revenues" from 


port districts to the State General Fund. Everything appears to 


be up for grabs -at least once. 


We have been told that this afternoon Senat e Pro Tem David 


Robe rti announced t o the media that he was in favor of removing 
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a very important list of mandates from counties -- including 


section 17000 (both general assistance and health care), ~ 


~aintenance of effort requirements, data reporting requirements, 


and Beilenson hearing requirements. The extent to which his views 


will be embraced by his colleagues -- particularly in the other 


house -- is uncertain. Roberti also noted that he was not 


representing his caucus in stating his views. 


We have been told that the caucus meetings in both houses 


have produced little in the way of concensus. There are those 


members who feel strongly that certain programs must be protected 


at any cost and are not interested in entertaining any of the ideas 


embraced by Senator Roberti. 


The Conference Committee will meet again tomorrow morning -


maybe. We have not heard yet if there will be meetings over the 


weekend. 


We will keep you posted. 


P.02 
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g~~ 
SACRAMENTO REPRESENTATIVE 


COUNTY OF SAN DIEGO 


To: Supervisor George Bailey, Chair 
Supervisor Brian Bilbray, Vice Chair 
supervisor Susan Golding 
Supervisor John MacDonald 
Supervisor Leon Williams 


From: Patricia Gayman 


Date: Wednesday, June 24, 1992 


Re: State Budget 


9164472868 p. 10 


1100 K STREET. surr& 100 
SACRAMEN'l'O, CALIFORNIA 96814 


(916) «7-2868 


RECE\VEO 
JUN 2 4 r 2 


~ns'd .••••.. ···• · 


The Assembly met today to amend bills and to pass (on a bare 


majority) an education funding bill. The battles surrounding 


the education portions of the budget appear to be as Byzantine 


as those affecting the county portions, so I can•t readily explain 


what it all means. Except that it is just another area around 


which there is great controversy and which could contribute 


to a delayed state Budget. 


The leadership has not made public the legislative 


schedule for this weekend. It has been suggested that the houses 


may be in session if for no other reason than it may not --appear 


responsible to not be here during the waning days of the month. 


More tomorrow. 


Note; I received the attached in the mail yesterday. You 


may find it interesting. 
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Tuesday, July 14, 1992 
"UP ALL NIGHT IN THE EMPIRE STATE" 


NEW YORK Grw.o HYm Hom. NEw YooK, NY • PARK AVENI£ Al GFWjD CENTRAL SlATIOO 


o Enclosed is a$ check for reservations at $100.00 per person. 
0 1 will be unable to attend. However, my contribution of$ is enclosed. 


Please make checks payable to: Willie Brown for Assembly 1992 


Your reaervatlon will be held at the door In the name Indicated below. 
Name _______________________________________ ___ 


Mailing Address ___________________ _ 


City, State, Zip Code __________ ~-----~ 


Occupation ___ ~------------------
Employer (if sell-employed, name of business). __________ _ 


Home Phone Business Phone. ______ _ 


R.S.V.P. and further Information (415) 673·3113 
The above inlormelion 1s requ1red by Cafilc:.-nla Law. I.D.f 910097 • ContftUiions or g11\s \o !hi:; orgarmhoo ate :-.ol laX oo~I)Chb\e, ~ 
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..9~~ 
SACRAMENTO REPRESENTATIVE 


COUNTY OF SAN DIEGO 


1100 K STREET, SUITE 100 
SACRAMENTO, CALIFORNIA 9581" 


(918) 447·2868 


To: supervisor George Bailey, Chair 
Supervisor Brian Bilbray, Vice Chair 
Supervisor Susan Golding 
Supervisor John MacDonald 
Supervisor Leon Williams 


From: Patricia Gayman 


Date: Tuesday, June 23, 1992 


Re: State Budget 


REr.EtVED 
JUN 2 3 I 2 


Ans'd •••.•••••••• 


Dan Walter's column in the ,S_acrarnento Bee today was entitled 


11 Fiscal Foreplay Delays Budget" - Assembly Member Isenberg's 


description to news media of the Assembly floor debate yesterday. 


That could well describe what is going to happen today, as 


both houses vote on and debate the Budget and the issues around 


it. After the debates, perhaps we'll be a little closer to knowing 


how far apart the various parties are. 


Descriptions of the budget provisions were distributed to 


you earlier today. You may wish to peruse them. 


More later. 


Attachment 







Download of this portion is not publicly 
available due to copyright restrictions. 


Contact Special Collections & University 
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.9~~ 
SACRAMENTO REPRESENTATIVE 


COUNTY OF SAN DIEGO 


To: Supervisor George Bailey, Chair 
Supervisor Brian Bilbray, Vice Chair 
Supervisor Susan Golding 
Supervisor John MacDonald 
Supervisor Leon Williams 


From: Patricia Gayman 


Date: Monday, June 22, 1992 


Re: State Budget 


1100 K STREET, SUITE 100 
SACRAMENTO, CALIFORNIA 96814 


(918) 447·2868 


RECEIVED 
JUN 2 3 i 2 


Ans'd·····-····· 


The members of the Budget Conference Committee have 


signed the Conference Committee Report to send the Budget to 


the respective floors. The vote was 4 - 2; the Republican members 


did not vote to support the document. 


The Democrats have orally proposed that over the next three 


years the state 11 take back11 the 11 AB 8 bailout" of $2.7 billion in 


property tax to counties, cities and special districts and 


reallocate that to schools, That would amount to about $1.1 


billion from counties, $1 billion from cities, and $.6 from special 


districts. To make up that revenue, local governments would be8 


given authority to raise sales taxes 1/3-cent per year. Because 


there is nothing yet in writing about this proposal, there are no 


answers for the wyriad of questions that arise, such as who raises 


the tax and how it is distributed. 


While the Conference Committee was deliberating on this 


year's budget issues on Friday afternoon, the Governor released 







JUN-22-92 MON 16:22 PATRICIA GAYMAN 9164472868 


his (or the Republican Leadership) budget proposal (copy attach 


ed). Actually, it is more of an outline than a proposal, because 


many, many of the specifics were not spelled out •• ,and still have 


not been. (We have heard that at least several Assembly 


Republicans have disavowed this proposal because it provides new 


taxing authority for local governments- sales tax,) 


Whatever the similarities and differences between the 


budget proposals are, there seems to be general agreement that 


in neither house is there 2/3 vote for either proposal. 


P.02 


Parliamentary maneuvering on the Budget is scheduled today 


in the Assembly, where the biggest battles are expected. The 


Senate will consider the Budget tomorrow midday. (It is important 


to note that, since Senator Bill Greene is still in the hospital, 


there are only 26 Democratic votes on the Senate Floor. The 


Republicans will have to provide at least one vote to reach the 


27 required for passage.) 


More tomorrow. 
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REPUBLICAN LEADERSHIP BUDGET 
PROPOSAL 


FY 1992-93 SPENDING PRIORITIES 


0 NO TAX INCREASES 


NO DEFICIT ROLLOVER 


0 FULL FUNDING OF PROPOSITION 98 EDUCATION 
GUARANTEE---NO SUSPENSION 


0 PROTECT PUBLIC SAFETY 


0 PROVIDE MANDATE RELIEF TO LOCAL 
GOVERNMENT 


0 REFORM WELFARE SYSTEM TO PROMOTE SELF­
SUFFICIENCY AND PERSONAL RESPONSIBILITY 


0 ELIMINATE OR CONSOLIDATE OVER 500 BOARDS 
AND COMMISSIONS. FOR EXAMPLE, CONSOLIDATE 
FRANCHISE TAX BOARD AND BOARD OF 
EQUALIZATION. 


JUNE 19, 1992 


P.01 







~UN - 1 9-92 F RI 16 :1 9 PATR I CIA GAYMAN 9 1 6 44 7 28 68 • 


EXPENDITURE PLAN 
June 19, 1992 


1992-93 Expenditure Plan ....•••••••••••• 1 


Impact of Proposition 98 on 
School District Revenues . . . . . . . . . . . . . . 


Highlights of Spending Changes: 


2 


Health & Welfare . ...•.•••••......... 3 
Higher Education • • • . . . • . • • • • • • • • . . . . 3 
YACA . • • • • • • • • . . • . • • • • • • • 3 
Legislative, Executive, Judicial .... 4 
Resources ...••••••.....•••••• 4 
Revenue-Producers ••••.••...••••••... 4 
Non-Prop. 98/K-14 .••••••••...••••••• 4 
General Government ••••••••...••••••• 5 
Business, Transportation & Housing •• 5 
state & Consumer Services •••••••...• 5 
Environmental Protection .••••••..... 5 
Mandatory Expenditures •••••..•.••••• 6 


Elimination of Boards and Commissions .... 7 


Local Finance Reform 
• • • • I • • • • a • • • • • t • a a a a 8 


Appendix 


P. 02 
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1992-93 Expenditure Plan 
(Dollars in Millions) 


1991·92 1992-93 


PROPOSITION 98 No suspension (See Page 2) 


NON-PROPOSITION 98 


Health & Welfare $13,684 $11,593 


Higher Education 3,946 3,500 


YACA 2,628 2,552 


Legislative, Executive, Judicial 1,340 1,019 


Resources 435 348 


Revenue Producers 372 335 


Non-Prop. 99/1<-14 236 205 


General Government 778 442 


Business, Transportation, Housing 120 85 


State & consumer services 71 60 


Environmental Protection 61 - 46 


Mandatory Expenditures 2,204 3,038 


Total, Non-Prop. 98 Expenditures $25,875 $23,223 


RESERVE 
Special Fund for Economic Uncertainty -$2,663 $58 


- 1-


P.03 
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Impact ot Proposition 98 on School District Revenues 
Dollars in Millions 


No suspension o! Proposition 9B, Full Repayment 


1991- 92 
·Appropriations $18,353 


1990-91 Repayment - 1,233 


Net State Guarantee $17,120 


Local Revenues 6,106 


Total District Revenues $23,226 


1992-93 
Proposition gs Guarantee $16,720 


1991-92 Repayment - 1,129 


Available to Schools from State 15,591 


Local Revenues Available to Schools 7,434 


Total District Revenues $23,025 


Chan9e in District Revenues, 1991-92 to 1992-93 
Amount -$200 
Percentage -0.9% 


Plan assumes the following: 
• School funding assumes an increase in the amount of local 


property taxes going to schools (see ~Local Finance Reform," 
page 8). Property taxes will provide a higher growth rate than 
the state General Fund. 


P.04 


• significant funds now allocated on the basis of categorical programs 
will be collapsed into one large categorical grant available to 
schools for ~ultiple purposes. Mandates associated with these 
cate9orical programs are suspended. 


• community College fee increases will provide additional resources. 


-2-
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Health ' Welfare 


Health and Welfare expenditures will be reduced by 15.3%. 


Higher Education 


The University of California and the California state 
University systems will receive an 11.3\ reduction. 


Youth an~ A~ult Corrections Aqency 


The Youth and Adult corrections Aqency (YACA) will 
receive a 2.9% reduction by implementing the followinq: 


• Delay opening new prisons at Lancaster and Delano. 


• Grant prospectively day-for-day credits to inmates 
in reception centers and involuntary unassigned. 
Grant two days credit for each day served in fire 
camps. 


• Restructure parole and increase sentences for 
inmates who are committed for violent offenses (SB 
1862). 


-3-


P.05 







~UN - 1 9- 9 2 F RI 16:21 PAT RIC IA G AYMA N 9 16447286 8 


Leqislative, Executive and Judioial 


This category will reduce expenditures by 24\. The 
reductions will include the following: 


• state Controller: 
Eliminate Unclaimed Property Program 


• State Treasurer's Office: 
Transfer ~ax Credit Allocation Committee 
consolidate All Financing Authorities 


• Secretary of State: 
Eliminate Special Fund status 


Resources 


Resources will receive a 20% reduction. 


Revenue-Producers 


This category includes the Board of Equalization, Franchise 
Tax Board, and Employment Development Department. These 
agencies will receive a 9.9\ reduction. Reductions will not 
be applied to revenue-producing areas. 


Non-Proposition 98/K-14 


This category of spending will be reduced by 13.1%. 


-4-
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General Government 


General Government expenditures will decrease by 43 . 2%. The 
following reductions are proposed: 


• Appointment of the Independent Actuary 


• suspension of the Absentee Voter Mandate 


Business, Transportation ' Housinq 


The Business, Transportation and Housinq category will be 
reduced by 29.2%. To achieve this goal, local assistance 
grants provided by the Department of Insurance will be 
reduced. 


state and consumer services 


The state and Consumer Services will be reduced by 15.5%, 
including significant reductions in the state support of the 
Museum of Science and Industry. 


tnvironmental Protection 


Environmental Protection will be reduced by 24.6%. 


-5-
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Mandatory Expenditures 


Comparison of Mandatory Expenditure 
1991-92 vs 1992-93 


Debt Service 


Tax Relief 


(Dollars in Millions) 


l991-92 


$1,247 


427 


Health Benefits for Annuitants 276 


Judges Retirement 


STRS 


Mandates 


Prop 98 Carry Over 


Justice - Legal 


IDDA/EPDA Savings 


TOTAL, Mandatory Expenditures 


-6-


123 


485 


114 


29 


53 


-550 


$2,204 


1992-93 


$1,598 


402 


299 


134 


700 


52 


9 


53 


-210 


$3,038 


.:: 


P.08 
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' r 


Boards and commissions 


I. consolidate review of timber harvest plans into the 
Department of Forestry and repeal review authority of 
Fish and Game, Conservation, and state Water Resources 
control Board. savings in General Fund and special 
funds, and improved environmental review efficiency. 


II. Consolidate and update teacher credentialing options. 
Savings to General Fund (non-Prop 98). 


III. Consolidate Franchise Tax Board and BOE with respect to 
tax collection programs. 


IV. Eliminate California Water Commission. Savings to 
General Fund . 


v. Eliminate Reclamation Board. Savings to General Fund. 


VI. Transfer Boating and waterways to Parks and Recreation 
and eliminate B&W Commission. Savings to special funds 
(GF fungible). 


VII. Reduce Commission on Aging and transfer direct services 
to elderly. 


VIII. Repeal and/or suspend statutory and budget authority 
for every board and commission listed in the appendix 
except those stricken out. 


_,_ 


P.09 
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Local Finance Reform 


1. Chanqe the Property Tax ~!location Formulas to Shift $1 
Billion to Schools. Revenues will be reallocated from 
cities, counties and special districts based on their 
proportionate share of the bailout money. (The $1 
billion passes through to the state General Fund.) 


2. create a Local Allocation Fun4. Allocate the balance of 
the Proposition 13 bailout ~oney ($1.7 billion) to a 
countY"-' ide ••local allocation fund. u All local agencies 
in the county may qualify for distributions from the 
local allocation fund. Allocations from the fund shall 
be made by consent of the local agencies. 


3. Provi~e Mandate Relief to cities, counties and special 
districts by: 


• Authorizing Retirement Cost Reforms, 


• Authorizing Disability Reforms, 


• Repealing Section 17000 of the Welfare and 
Institutions Code, 


• Repealing the Beilenson Act requirements, 


• Repealing maintenance of effort requirements for 
Propositions 99 and 108/111, and 


• Reforming Workers Compensation. 


4. Provide Local Governments with New Tax Authority. 


• cities: Increase Bradley-Burns rate 


• Counties: · Grant charter city tax authority and 
increase Bradley-Burns rate 


-8-
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June 22, 1992 


TO: Members, CSAC Budget Task Force 


FROM: Steve Swendlman, Executive Director 


RE: AB 8 Statement 


9164472868 


RECE\VED 
,. ~ 2 3 ·. 


~ns'd .••••.....• · 


Dan Wall and I just returned from the Governor's office where we delivered/discussed this new 
CSAC document with representatives of the Administration. We were able to produce this 
document with your valuable Input from this morning's conference call. 


As we reported, many Items remain up In the air at this time. However, I feel the timing of this 
position paper Is good. · 


Also Included for your Information is the Budget Task Force's telephone tree. Please be prepared 
to participate if notified. 


I am looking forward to discussing further details with you during the Wednesday morning 
conference call. I know the Board of Directors and the Chief Administrative Officers appreciate 
your efforts. 
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AB 8 SHIFT TO COUNTIES 
wAs NOT A 11 BAILour~ 


P.02 


In June of 1978 voters passed Proposition 13. The Immediate consequence of this action 
was that local government lost approximately $7 billion In property tax revenues. The 
Legislature Immediately responded to this by passing the so--called bailout bill: SB 154. 
This legislation Included about $424 million In block grants to counties and a reduction 
In county obligations for health and welfare funding. This was followed In 1979 by the 
enactment of the long-term solution to local government finance which was contained In 
AS a (L Greene). This measure continued additional state assistance to counties for 
selected health and welfare programs and a reallocation of property taxes away from 
schools to counties, cities and special districts. 


According to sources In the Capitol who worked on AB a, the additional property tax 
transferred to counties In the bill was about $330 million. In addition, the State set-aside 
$267 million In the County Health Services Fund which would only be available If counties 
matched these funds on a dollar-for-dollar basis. All counties did in fact match these 
funds by committing their general funds . 


. 
In 1982, the Medically Indigent Adult (MIA) component of Medi-Cal was shifted to counties 
along with roughly $500 million In state funds. Since that time, the State contribution to 
counties for the MIA's has remained roughly constant in the face of ever increasing health 
care costs. The erosion of this commitment and other changes In health and welfare 
financing have had the 'ffect of eroding the county property tax base re~ived In AB a. 


The notion that the shift of property tax to counties In AB 8 _Is a •bailout• Is absurd 
on Its face because an overwhelming maJority of county expenditures In 1978 and 
now are for state or court-mandated programs In health, welfare. courts and jails. 
CSAC surveys of county budgets throughoUt the 19801S clearly Indicated that 90 to 95 
percent of county budgets fund mandatory programs. Consequently, counties were not 
Nbailed-ouf by AB 8. Only the programs which counties performed on behalf of the State 
were bailed-out. · 


A reduction In county property tax such as that which Is contemplated by ~e Legislature 
and the Governor can only have the effect of reducing the support of state or court­
mandated programs in health, welfare, courts and jails. In addition, virtually all of the 
county expenditures In health and welfare Increase In recesslonary times. County 
dependence on the Sales Tax or some other tax which Is sensitive to the business cycle 
would in turn cause further program reductions at precisely the time when county funds 
are needed for the most needy of Californians. 


CSAC strongly urges that Sale·s Taxes, excess redevelopment revenues or other 
revenues be used to provide funds for K through 14 education Instead of property 
taxes which are necessary to maintain the commitment of counties to critical health, 
welfare, court and jail programs. 
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CSAC STATE BUDGET TASK FORCE 


Board of Director Contaot1 


WlWAM CARROLL 
Contact: 
Mackey, Lake 
home 


Espostl, Sonoma 
Bums, Oel Norte 
home 


ROBERT DORR 
Contact: 


(707) 263-2366 
(707) 263-5596 
(707) 527-2241 
(707) 464-7203 
{707) 464-291 0 


Sweeney, El Dorado 621-5390 
Tucker, Nevada (916) 265-1480 
Hogg, Placer (916} SS9-4010 
home (916) 791-2908 


L.EONWIWAMS 
Contact: 
Bilbray, San Diego 531-5511 
Sharp, Imperial {619) 339-4220 
home (619) 356-1490 


DOUG WILHOIT 
Contact: 
Davenport. Amador (209) 223--6470 
home (209) 295·1331 


Deii'Orto, Calaveras 754..S370 
home (209} 286-1486 


McCaffrey, Sierra {916) 994-3520 


ROllAND STARN 
Contact: 
Blom, Stanislaus 
Punta, Mariposa 
Walter, Tuolumne 
home 


HARRY MAYS 
Contact: 
Hammock 
home 


(209) 525-6440 
(209) 966-3222 
(209) 533·5521 
(209) 532~ 11 93 


(714) 387-4565 
(714) 886-9400 


PHIL BATCHELOR 
(Contacting CAOs) 


PAUL MciNTOSH 
(COntacting CAOs) 


ClARK CHANNING 
Contact: 
Klinger 
home 


(209) 385-7366 
(209) 72.2-234 7 


STEVE SZALAY 
(Contacting CAOs) 


MICHAEL ANTONOVICH 


BURT BUNDY 
Contact: 
Loubet, Lassen 
home 


Leffler, Trinity 
home 


Mann, Glenn 


KAY CENICEROS 
Contact: 
Wieder, orange 
home · 


Frey, Siskiyou 
home 


CL. YDE GOULD 
Contact:· 
Brlght, lnyo 
home 


(916) 257-6311 
(916) 253-3854 


623-1217 
(916) 623-6042 
(916) 934-6400 


(714) 834·3220 
(714) 84G-Q212 
(91 S) 842-8081 
(916) 667-5257 


(619) 878-2411 
(619} 878-2255 


P.03 
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WIWE KENNEDY 
Contact: 
Dixon, Humboldt (707) 44&7691 
home (707) 786-9936 


Eddie, Mendocino (707) 463--4221 
home (707) 743-1534 


NICK KINNEY 
Contact: 
Conrad, Fresno 
home 


Mcinturf. Butte 
Coates, Plumas 
home 


(209) 488-3531 
(209) 638-3825 
(916) 538-7640 
(916) 283-6315 
(916) 283--6314 


PAUUNE LARWOOD 
Contact: 
Hettinger, Kern (805) 861-3213 


ZOE LOFGREN 
Contact: 
Keeley, Santa Cruz (408) 425-2201 
home (408) 338-9281 


BETSY MARCHAND 
Contact: 
Mills, Colusa 
home 


Belza, Yuba 


(916) 458-21 01 
(916) 458-7528 
{916) 7 41-6461 


SUNNE McPEAK 
Contact: 
Roumiguiere, Marin (415) 499-7331 


HARRY OVITT 
Contact: 
Rogers, Santa Barbara 
Klldee, Ventura 


DAN PARANICK 
Contact: 
Rake, Mono 
Jung, Alpine 


(805) 568-2191 
(805) 654-2276 


(619) 932-5215 
(916) 694·2281 


9 1 6 44 7286 8 


DON PEAATA 
Contact: 
Johnson, Sacramento 440-5485 
home 929-6532 


BARBARA SHIPNUCK 
Contact: 
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·Graves, San Benito (408) 637-1544 


HELEN THOMSON 
Contact: 
Montna, Sutter 


6/19/92 
sm 





