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8 $26 million due to elimination of cigarette tax subventions 

I±I $96 million due to normal revenue growth 

8$318 million savings from salary reductions (2 years) 

8 $60 million from refinancing lease-payment bond debt (2 years) 

8 $25 million for Reorganizing/Downsizing State Government 

I±I $61 million for annuitant health benefit cost increases 

I±I $240 million due to reduced retirement savings 
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LAO Assessment.of Major Budget ·Issues 
, ," . 

In this section, we identify some of the major issues in the Governor's 
Budget. A fuller discussion of these issues is contained in our imalysisof . 
the affected department or program which Jollows thisoverview. . . . 

• Victims of Crime Program. Expenditures for thisprogral1'\ are· 
outpacing revenues available to support the program, resuIting III a 
shortfall of $22million in the current year and $50 l1'\illion. in the 
budget year. The administrationis reviewing a number of optionsfor ... 
controlling expenditures and increasing revenues in order to address . 
the shortfall. (See Item 8700, Board of Control.) 

• Renter'sTax Credit. The Govemor's Budget ignores the historical 
linkage ofthe homeowners' and renters' ta.x relief programs,which 
were enacted in tandem to provide property tax relief to bothhomeown-. 
ers and.renters. Given that the need for theseprogramshasdiminished .•••• 
since passage. of Proposition 13, we recommend that fheLegislature . 
take action to concurrently eliminate both of them. (See HeIl} 9100,.Tax 
Relief.) ... 

• Salary Reductions. The budget anticipates savings of$106million in. 
1991-92 and $212 million.in 1992-93, which are attributa})le toreduc- • 
tions in existing levels of state employee salaries. ThesesaviIlgs.are. 
based upon the assumption that salary reductionswouldaffect. 
paychecks beginning in January 1992. The budget states thaHtwjll 
continue to "seek the participation of representedemployees iJ:). these. 
cost containment activities." In order torealizethese savings,ei~h~rthe 
civil service bargaining units. will have to agree to participate iJ:). the . 
salary reductions, or legislation mandating the reduetionswill havé to· 
be enacted. (See Item 8380, Department of PersonneIAdmiJlistraHon.) ... 
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Office of Criminal Justice Planning 
Item 8100 

Findings and Recommendafions 

1. Penalty Assessment Revenue Likely to Decline. Recommend 
t.he Department of Finance report at budget hearings on the 
revised penalty assessment revenue projections in the May 
revision. 

General Program Statement 

Analysis 
Page 

10 

The Office of Criminal Justice Planning (OCJP) serves as the staff arm of 
the California Council on Criminal Justice. The office provides financial and 
technical assistance to state and local governments and the private sector for 
criminal justice programs, such as crime prevention, victim services, law 
enforcement, andjuvenile justice. The OCJP is administered by an executive 
director, appointed by the Governor. 

Overview of the Budget Request 
The bu.dget proposes a reduction in funding for the o CJp· due primarily 

to reductions in federal funds, one-time costs, and resources in the 
Victim/Witness Assistance Fund. 

The budget proposes expenditures of $126.7 million for the OCJP in 
1992-93. This is $9.5 million, or 7 percent, less than estimated current-year 
revenues. The 1992-93 budget for the OCJP proposes . changes in the 
following major areas: 

• $2.3 million decrease in local assistance expenditures from 
Victim/Witness Assistance Fund. 
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OFFICE OF CRIMINAL JUSTICE PLANNING-Continued 

o $1.3 million decrease in reimbursements ftom the Department of 
Alcohol and Drug Programs. 

• $5 million decrease in federal funds for anti-drug abuse programs. 

This office, along with many other departments, has been subject to a 
variety of reductions over the past several years. Among these is an 
unallocated reduction of 5.7 percent from the General Fund in 1991-92 (this 
reduction is 1.2. percent of the department's total budget from all funds). 
This reduction is proposed to be carrieq. over in 1992-93. In our companion 
document, The 1992-93 Budget: Perspectives and Issues, we discuss the impact 
of these reductions on various departments. 

Analysis and Recommendations 

Penalty Assessment Revenue Projections 
May Be Lower Than Projected 

We recommend the Department of Finance (DOF) report at budget 
hearings on the penalty assessment revenue projections contained in the 
May revision and the basis for the projections. 

The Governor's Budget estimates that in the current year, state penalty 
assessment revenues will be $190 million, which is an increase of $8 milliol). 
over 1990-91 revenues. For 1992-93, the Governor's Budget estimates 
revenues will be $250 million,an increase of $60 million over current-year 
revenues. Table 1 shows the penalty assessment revenues for the three-year 
period from 1990-91 to 1992-93. According to the DOF, the revenue 
projections for the current and budget. years are preliminary and will be 
revised in May, based on more recent revenue information in the current 
year. 

Background. Penalty assessments are imposed on persons who viola te 
criminal and traffic laws. Funds are collected by the courts and transmitted 
to the State Treasurer. Chapter 189, Statutes of 1991 (AB 544, Isenberg), as 
part óf trial court realignment, revised the allocationof penalty assessmen.t 
revenues and increased the penalty assessment rate. Prior to Chapter 189, all 
revenues were deposited in the state Penalty Fund (referred to in the 
Governor's Budget as the /'Assessment Fund"). Revenues are now divided 
between the General Fund (30 percent) and the Penalty Fund .(70 percent). 
Chapter 189 also increased the pemilty assessment rate by 40 percent, from 
$7 to $10 for every $10 fine, penalty, or forfeiture imposed. 



Office of Criminal Justice Planning 
Penalty Assessment Revenues and Distribution 
1990-91 through 1992-93 

(dollars in millions) 

11111'llr";iiiiilltlliiiliililflllll!I-!!!!'!!IIEilfl'111'B1 
Tota! Revenue $179.4 $190.0 
Use of Funds 

State Controller $0.6 $0.6 
General Fund 56.8 
Penalty Fund ~istributed to following 
special funds): (179.4) (133.5) 

Restitution 54.5 42.8 
Peace Officers' Training 41.1 31.9 
Rsh and Game Preservation 0.6 0.4 
Corrections Training 14.9 10.5 
Driver Training 50.8 34.2 

Local Public Prosecutors an~ 
Public Defenders Training 0.9 0.9 

VictirnlWltness Assistance 15.6 11.5 
Traumatic Brain Injurr 0.5 0.5 

$250.0 

$0.9 Administrative costs 
74.7 Deposited in General Fund 

(175.6) 
56.7 Victim restitution (Board of Control) 
42.1 Training (Commission on POST) 

0.6 Training (Department of Rsh and Game) 
13.8 Training (Board of Corrections) 
45.7 Driver training (Department of Education)/transfer to 

General Fund 

0.9 Training (OCJP) 
15.2 Victim assistance (OCJP) 
0.5 Demonstration projects (Department of MentaI Health) 

a Statutory allocation fonnula revised in 1991-92 and applies to annual revenue beginning in 1991-92. 
b Funding level capped at $8SO,OOO. Revenue exceeding this amount is allocated to Restitution Fund. 
C Funding level capped at $500,000. Revenue exceeding this amount is allocated to the other special funds based on the percentage share of total special 

funds. 
Details do not add to totals dueto rounding. 
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OFFICE OF CRIMINAL JUSTICE PLANNING-Continued 

Impact of Chapter 189 on Penalty Fund. Penalty assessment revenues 
deposited in the Penalty Fund are divided among eight other special funds 
(as shown in Table 1), which support programs in seven different depart
ments (including two programs in the OC]P). According to the DOF 
projections, it appears that the 40 percent penalty assessment rate increase 
will not genera te sufficient revenue in the current or budget years to 
compensate for the 30 percent allocation of revenue to the General Fund. To 
address the revenue shortfall in the special funds in the current year, the 
larger of these special fund programs are either relying on prior-year 
reserves, or requesting General Fund support ($11.7 million for the Board of 
Control's Victims of Crime (VOC) Program and $3 million for the OC]P's 
victim assistance programs). Except for the vae Program, the administration 
has not provided information regarding how a reduction in revenue will be 
addressed in these programs. 

Penalty Assessment Revenue Projections. Historically, it has been difficult 
to project the revenueS to the Penalty Fund. We believe there is considerable 
downsiderisk in the revertue projections for the current and budget years, 
for the following reasons: First, higher assessments combined with a forecast 
for é\ continued sluggish economy may resuit in persons who are required 
to pay fines instead "working off" their debt by spending time in county jail. 
Second, judges may compensate for the assessment rate increase by reducing 
fines, so. the "total bill" (fines plus penalty assessments) for guilty parties 
remains constant (or does not increase as much as expected). Finally, it 
appears that the DOF mayhave made a technical error in their 1992-93 
projections for the Penalty Fund that could resuit in the projections of 
revenueto that fund being overstated by approximately $23.6 million. 

The implications of an error in the revenue projections for the Penalty 
Fund is more serious than in past years, because a small decline in projected 
revenue will, in many cases, resuIt in a corresponding cut in the programs 
supported by the Penalty Fund. This is because the reserves are being used 
in the current year, thereby leaving little or no reserves to fall back on in the 
budget year in case of a decline in revenues. In past years, most funds 
receiving penalty assessment revenue had large reserves. 

Due to· the strong r~liance of several programs on penalty assessment 
revenues and the lack of funding reserves, we believe it is important that the 
Legislature be informed of any revised revenue projections. The DOF will 
revise their projections of penalty assessment revenue for the May revision 
ofthe Governor's Budget. Consequently, we recommend the .DOFreport at 
budget hearings on the reveriue projections contained in the May revision 
and the basis for those projections. 
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Commission on Peace Officer 
Standards and Training 

Item 8120 

Findings and Recommendafions Analysis 
Page 

1. Peace Officers' Training Fund Condition. Penalty assessment 14 
revenues to the commission may be significantly lower than 
the Governor's Budget projects for the current and budget 
years. ' 

General Program Statement 
The Commission on Peace Officer Standards and Training (POST) is 

responsible for raising the level of professional competence of local law 
enforcement agencies. It does so by establishing minimum recruitment and 
training standards, and by providing management counseling to locallaw 
enforcement agencies. The commission reimburses local agencies for costs 
they incur when their employees participate in POST-approved training 
courses. 

Overview of the Budget Request 
The budget for POST is essentially a workload budget. 

The budget proposes expenditures of $43 million from the Peace Officers' 
Training Fund (POTF) in 1992-93. This is about $4 million, or 11 perQent, 
more than estimated ClJrrent-year expenditures. This increase in expenditures 
is due primárily to an increase in rehnbursements to local governments for 
peace officers' training. 
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COMMISSION ON PEACE OFFICER STANDARDS AND TRAINING-Contlnued 

Analysis and Recommendafions 

Penalty Assessment Revenues May Be Lower Than Projecfed 

The commission's penalty assessment revenu es may be significantly lower 
than the Governor's Budget projects for the current and budget year. 

Background. The commission's only source of funding in the current and 
budget years is the POTF. The primary source of revenue for the POTF is 
from penalty assessments that are imposed on persons who violate criminal 
and traffic laws. In 1991, the penalty assessment rate was increased from $7 
to $10 for every $10 fine, penalty, or forfeiture imposed. Revenues are 
collected by the courts and transmitted to the State Treasurer for deposit into 
the General Fund (30 percent) and the Penalty Fund (70 percent). The POTF 
is one of eight funds supported by the Penalty Fund (referred to in the 
Governor's Budget as the "Assessment Fund"), and the POTF receives 
approximately 24 percent of the Penalty Fund revenues. 

Penalty Assessment Revenue Projections. In the current year, penalty 
assessment revenues to the POTF are projected to be $32 million. This is 
approximately $9 million, or 22 percent, less than prior-year revenues. In the 
budget year, however, revenues to the fund are projected to be $42 million, 
which is an increase of $10 million, or 31 percent, over the current year. 

Historically, it has been difficult to project the revenues to the Penalty 
Fund. We believe there is considerable downside risk in the revenue 
projections for the current and budget years for the following reasons: First, 
higher assessments combined with a forecast for a continued sluggish 
economy may resuIt in persons who are required to pay fines instead 
"working off" their debt by spending time in county jail. Second, judges may 
compensate for assessment rate increases by reducing fines, so the "total bill" 
(fines plus penalty assessments) for guilty parties remains constant (or does 
not increase as much as expected). Finally, it appears that the Department 
of Finance (DOF) may have made a technical error in their 1992-93 
projections for the Penalty Fund that could resuIt in the projections of 
revenue to that fund being overstated by approximately $23.6 million. Since 
the POTF receives approximately 24 percent of the revenue from the Penalty 
Fund, its revenue projections could be overstated by $5.7 million, or 
13.5 percent, in 1992-93. 

The implications of an error in the revenue projections are more serious 
than in past years, because any decline in projected revenues will resuIt in 
a corresponding program cut. This is because the 1992-93 Governor's Budget 
allocates all available resources and leaves no reserve in the POTF at the end 
of the current and budget years. In past years, the POTF had a sufficient 
reserve to fall back on in case of a decline in revenues. The commission has 
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not provided information regarding how a funding shortfall will be 
addressed. 

In our analysis of the Office of Criminal Justice Planning (OCJP - please 
see Item 8100), we discuss the penalty assessment revenue projections for all 
eight special fund programs, including the commission. We also recommend 
that the DOF report at the OCJP budget hearings on the revenue projections 
contained in the May revision and the basis for those projections. 

State Public Defender 
Item 8140 

General Program Statement 
The Office of the State Public Defender (SPD) provides legal representa

tion for indigents before the Supreme Court and courts of appeal,. either 
upon appointment by the court or at the request of an indigent defendant. 
These same services also may be provided by the private attorneys 
appointed by the court. The SPD also opera tes a brief bank. (a library of 
appellate briefs in vol ving variousissues the office has raised in the past) and 
responds to requests for assistance from private counsel to the extent that 
resources are available. 

The SPD has offices in Los Angeles, Sacramento, . and San Fráncisco. 

Overview of the Budget Request 
The budget essentially proposes funding for the SPD at the current-year 

level with an increase for facilities operations. 

The budget proposes expenditures of $9.7 million for the SPD in 1992-93. 
This is $282,000, or 3 percent, more than current-year expendit:ures. This 
increase reflects the full-year costs for newly leased office space for the 
Sacramento office. 
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STATE PUBLIC DEFENDER-Contlnued 

This office, along with many other departments, has been subject to a 
variety of reductions over the past several years. Among these is an 
unallocated reduction of 16 percent from the General Fund in 1991-92. This 
reduction is proposed to be carried over into 1992-93. In our companion 
document, The 1992-93 Budget: Perspectives arid Issues, we discuss the impact 
of these reductions on various departments. 

Payment to Counties forCosts of Homicide Trials 
Item 8180 

General Program Statement 
The state reimburses counties for 80 percent to 100 percent of the costs 

attributable to homicide trials once trial costs reach a specified percentage of 
countywideproperty tax revenues. This percentage varies between counties, 
depending on county population. The purpose of this financial assistance is 
to ensure that counties are able to conduct trials and carry out the prosecu
tion of homicide cases without seriously impairing their finances. The 
program is administered by the State Controller's Office. 

Overview of the Budget Request 
The proposed budget to reimburse counties for the costs of homicide trials 

is essentially a workload budget. 

The budget proposesan appropriation of $4 million from the General 
Fund for this program in 1992.;93. This is $281,000, or 7.6 percent, more than 
estimated current-year expenditures. According to the Department of 
Finance, this increase is proposed primarily because of expected costs 
resulting from a major homicide trial in Cala veras County. 
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In the current year, the program was subject to an unallocated reduction 
of $155,000, or 4 percent. The reduction was not carried over into 1992-93. In 
our companion document, The 1992-93 Budget: Perspectives and Issues, we 
discuss the impact of unallocated reductions on various departments. 

Commission for Economic Development 
Item 8200 

General Program Statement 
The Commission for Economic Development (CEQ>, chai!ed by the 

Lieutenant Governor, was established to provide guidance on statewide 
econo:mic development. The commission provides a forum for the discussion 
and sfudy of economic development issues affecting the state, and makes 
policy recommendations. 

Overview of the Budget Request· 
The budget proposes to provide the same funding for the eED in 1992-93 

as was provided in the current year. 

. The budget proposes expenditures of $544,000 in 1992-93. 
This commission, along with ma ny other departments, has been subject to 
a variety of reductions over the past several years. Among these is an 
unallocated reduction of 12 percent from the General Fund in 1991-92 (the 
commission's budget isfunded almost entirely from the General Fund). This 
reduction is proposed to be carried over in 1992-93. In our companion 
document, The 1992-93 Budget: Perspectives and Issues, we discuss the impact 
of thesereductions on various departments. 
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CALIFORNIA ARTSCO~NCIL 

California Art$ Council 
Item 8260 

General Program Statement . 

. Item 8260 

The California Arts Council's enabling legislation directs it to (1)' 
encourage artistic awareness and expression, (2) assist local groups in the 
development of arts programs, (3) promote the employment of artistsin both 
the public and private sectors, (4) provide for the exhibition of artworks in 
public buildings, and (5) ensure the fullest expression of artistic potential. In 
carrying out this mandate, thé Arts Council has Jócused its efforts on the 
development of grant programs to support artistsand organizations in 
various disciplines. . . .. ... . . 

Overview of the Budget Request 
The bu4get proposes funding the California Arts Council at the current-

yearlevel. . 

The budget proposes total expenditures of $16 million for the Arts 
Council ($14.9 million General Fund and $1.1 Iriillion federal funds) in 
1992-93. This is the same amount as estimated expenditures for the current 
year. . . , 

This budget, aldng with many other departments and agencies, has been 
subject toa variety of reductions over the pastseveral years. Among these 
is an unallocated reduction of 6.4 percent from the General Fund in 1991-92. 
(This reduction is 6 percent of the counciYs totaLbudget from all funds.) This 
reduction is proposed to be carried over in 1992~93 .. In our companion docu
ment, The 1992-93 Budget: Perspectives and Issues, we discuss the impact of 
these reductions on various departments. 
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Native American Heritage Commission 
Item 8280 

General Program Statement 
The Native American Heritage Commission is responsible for identifying, 

cataloging, and preserving places of special religious or social significance 
to Native Americans, in order to ensure the expression of Native American 
religion. In addition, the commission is authorized to mediate disagreements 
between Native Americans and landowners, developers, or public agencies 
in order to mitigate any adverse impact to sacred sites; 

Support services are ·provided to the commission by the State Lands 
Commission. 

Overview of the Budget Request 
The budget proposes no workload or program changes for the commission. 

The budget propos es total expenditures of $285,000 from the General 
Fund for support of the commission in 1992-93. This amount is the same as 
the estimated expenditures for 1991-92. . 

The commission, along with many other departments, has been subject to 
an unallocated reduction - of about 12 percent - in its General Fund 
support in 1991-92. This reduction is proposed to be carried over into 1992-
93. In ourcompanion document, The 1992-93 Budget: Perspectives and Issues, 
we discuss the impact of these reductions on various departments. 
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Agricultural Labor Relations Board 
Item 8300 

General Program· Statement 

Item 8300 

The Agricultural Labor Relations Board (ALRB) protects the rights of 
agricultural workers to join employee unions, bargain collectively with their 
employers, and engage in activities through labor organizations of their own 
choosing. In order to accomplish its ,work, the agency is split into two 
divisions: (1) the General Counsel, whose employees run elections and 
investigate charges of unfair labor practices, and (2) the board, which 
certifies elections. 

Overview of the Budget Request 
The budget proposes funding the ALRB at the same level as in the current 

year. 

The budget proposes expenditures of $5.7 million from the General Fund 
by the ALRB in 1992-93. This represents no change over estimated current
year expenditures. 

This board, along with many other departments, has been subject to a 
variety of reductions over the past several years. Among these is an 
unallocated reduction of 17 percent from the General Fund in 1991-92. This 
reduction is proposed to be carried over in 1992-93. In our companion 
document, The 1992-93 Budget: Perspectives and Issues, we discuss the impact 
of these reductions on various departments. 
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Public Employment Relations Board 
Item 8320 

General Program Statement 
The Public Employment Relations Board. (PERB) guarat:\teesto public 

education and state employees the right to join employee organizations and 
engage in collective negotiations with their employers regarding salaries, 
wages, and working conditions. It does so byadministering three state laws: 
(1) the Education Employment Relations Act (EERA), which affects public 
education employees (K-14); (2) the State Employer-Employee Relations Act 
(SEERA), which affects state civil-service employees; and (3) the' Higher 
Education Employer-Employee Relations Act (HEERA), which affects 
University of California and California State University employees; .' 

Overview of the Budget Request 
The budget proposes no workload or program changes for the .board .. 

The budget proposes an appropriation of $5.3 milUon, from the· General 
Fund to support the board in 1992-93. This represents no net increase above 
current-year expenditures. . ' 

The board, along with many other departments, has beellsubject to a 
variety ofreductions over the past several years. Among these is an 
unallocated reduction of about 17 percent from the Gener~l Fund in 1991-92: 
This reduction is proposed to be carried over into 1992-93. In our companion 
document, The 1992-93 Budget: Perspectives and Issues, we discuss the impact 
of these reductions on various departments. ' 
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Department of Industrial Relations 
Item 8350 

Item 8350 

Findings and Recommendafions Analysis 
Page 

25 1. Workers' Compensation Reforms. Studies are in progress to 
evaluate the reforms enacted in 1989. We will comment on the 
results of. the first study during the budget hearings, as 
appropriate. 

General·Program Statement 
The objective of the Department of Industrial Relations (DIR) isto protect 

the workforce of California, improve working conditions, and advance 
opportunities for profitable employment. These responsibilities are carried 
out through three major programs: the Adjudication of Workers' Compen
sation Disputes; the Prevention of Industrial Injuries and Deaths; and the 
Enfórcement of Laws Relating to Wages, Hours, and Working Conditions. 
In addition, the department (1) regulates self-insured workers' compensátion 
plans, (2) provides workers' compensation payments to injured workers of 
uninsured employers and other special categories of employees, (3) offers 
conciliation services in labor disputes, (4) promotes apprenticeship programs, 
and (5) conducts and disseminates labor force research. 

Overview of the Budget Requ~st 
The proposed DIR budget is essentially a workload budget. 

The budget proposes expenditures of $169 million by the DIR in 1992-93. 
This is $3 million, or 1.8 percent, less than estimated current-year expendi
tures. The General Fund portion of the request is $111 million, or 7.2 percent, 



Item 8350. 

Department 9f Industrial Relations 
Budget Summary 
1990-91 through 1992-93 

Regulation of workers' compensation 
self-insurance plan . 

Conciliation of labor disputes 
Adjudication of workers' 

compensation disputes 
Prevention of Industrial 

injuries and deaths 
Enforcement of. laws relatinQ to wages, 
. hours, and working conditlons 

Apprenticeship and other 
on-the-job training 

Labor force research and 
data dissemination -

Payment of wages, claims, and 
contingencies 

Administrative support services 
(distributed) 

Loan repayment ~Ch 893/89--' 
SB 47, lockyer 

Totals 

General Fund 
Workers' Compensation Administration 

Revolving Fund 
Loan repayment to the General Fund 
Self-Insurance Plans Fund 
Elevator Safety Inspection Account 
Pressure Vessellnspection Account 
Uninsured Employers' Fund, 
... Employees' Account 
Federal Trust Fund 
Reimbursements 
Other specialJunds. 

Personnel-Years 

$1,410. 
2,0.0.1 

68,859 

43,955 

25,144 

5,30.0. 

3,0.0.4 

19,433 

(12,618) 

62 
$169,168 

$127,242 

11,40.6 
-62 

1,258 
3,725 
2,645 

-535 
18,90.6 

1,233 
.3,288 

2,234.4 
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$2,242 $2,253 0..5% 
1,829 1,834 .0..3 

76,0.96 74,397 -2.2 

46,0.53 45,933 -0..3 

21,715 21,821 0..5 

3,60.2 2,274 -36.9 

2,945 2,934 -0..4 

17,50.4 .17,50.4 

(12,769) (12,769) 

$171,986 $168,950 -1.8% 

$119,875 $111,260. -7.2% 

14,866 14,527 -2.3 

2,0.48 2,0.58 0..5 
3,834 3,90.3 1.8 
3;841 3;862 0..5 

3,372 10.,447 20.9:8 
18,892 18,924 0..2 

2,50.5 2,50.9 0..2 
2,753 1,460. -47.0. 

2,427.6 2,361.6 -2.7% 
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under current-year expenditures. The proposed General Fund change is 
primarily due to a $7.1 million reduction in the transfer of funds from the 
General Fund to the Uninsured Employers' Fund, which is used to· pay 
workers' compensation benefits in cases. whereemployers c:io not have 
insurance. (Funds are transferred annually in order to supplement employer 
fines and penalties deposited into the Uninsured Employers' Fund.) The 
budget also proposes an increase of $348,000 from the General Fund for 4.5 
positions in the Division of Workers' Compensation to collect employee 
death ·benefits from employers. Table1 displays the expenditures and 
staffing levels for the department from 1990-91 through 1992-93. Table 2 
shows the department's proposed budget changes in 1992-93. 

This department, along with ma ny other departments, has been subject 
to a variety of reductions over the past several years. Among these is an 
unallocated reduction of 13 percent from the General Fund in 1991-92. (This 
reduction is 8.8 percent of the department's total budget from all funds.) 
This reduction is proposed to be carried over into 1992-93. In our companion 
document, The 1992-93 Budget: Perspectives and Issues, we discuss the impact 
of these reduction on various departments. 

Department of Industrial Relations 
Proposed 1992-93 Budget Changes 

(dollars in thousands) 

1991·92 Expenditures (revised) 

Baseline adjustments 
Limited-term positions 
Equipment - one-time costs 
Change in General Fund transfer 

to the Uninsured Employers' Fund . 
Board of Control claims 
Carry-over appropriation expense 
Adjustment for price increase 

Sunset of funding for the Division 
of Apprenticeship Standards 
Subtotals, baseline adjustments 

$119,875 

-$653 
-658 

-7,083 
16 

-45 

282 

(-$8,141 ) 

$171,986 

-$816 

-1 

-823 

16 

-45 
398 

(-$2,570) 
Contlnued 
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Workload changes 
Division of Labor Standards 

Enforcement workload reduction 
Increase for pro rata overhead 
Salary reductions 
Workers'Compensation Appeals 

Board oncline system 
Executive order adjustment 
Reduction' in special fund 

appropriaticm for workers' 
compensation administration 
Subtotals, workload changes 

Program changes 
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-$282 "$282 
1,502 

-85 -121 

-509 -54 
54 54, 

(-$822) 

Collection of employee death benefits _____ .,.....;:.::...:.=-:-______ ~~ 

Subtotals, program changes 

1992-93 Expenditures (proposed) 

Change from 1991-92 
Amount 
Percent 

Analysis and Recommendations 

Workers' Compensation Reform Update 

$111,260 $168,950 

-$8,615 -$3,036 
-7.2% -1.8% 

Studies are in progress to evaluate the reforms enacted in 1989. we will 
comment on the results of the first study during budget hearings, as 
appropriate. 

Over the last two years the Legislature has enacted several major bills that 
have made significant changes to the workers' compensation system, 
including the Margolin-Bill Greene Workers' Compensation Reform Act [Ch 
892/89 (AB 276, Margolin) and Ch 893/89 (SB 47,. Lockyer), and Ch 116/91 
(SB 1218, Presley»). Generally, the reforms were intended to improve the 
benefits to the worker, improve efficiency, and reduce the costs of the 
system. 

Evaluation Studies In Progress. The Legislatureauthorizedtwo studies 
to evaluate the impacts of the reforms on the system. One of the studies, 
conducted by the Workers' Compensation Rate Study Commission, is 
evaluating the state's process for establishing therates pa id by employers for 
workers' compensation insurance and comparing the relative effectiveness 
of rate-making systems among the states. Subsequent to the legislation 
authorizing this study, Ch 115/91 (AB 971, Peace) modified· the study by 
requiring the commission to analyze several issues, including the extent to 



VIII • 26 / GENERAL GOVERNMENT Item 8350 

,DEPARTMENT OF INDUSTRIAL RELATIONS-Contlnued 

which the rate-making system (1) fosters or discourages competition, (2) 
provides appropriate and expeditious claim services to injured workers, and 

· (3) provides the lowest net cost to insured· employers. The study is 
· scheduled to be completed by March 1, 1992. 

In the second study,the Workers' Compensation Insurance Rating Bureau 
,isrequired to monitor and measure cost changes to the various components 
of,the workers' compensation system that were or maybe affected by the 

·1989 reforms. Specifically, the rating organization is required to review 
changes in costs of (1) medical treatment, (2) temporary and permanent 

· qisability benefits, (3) vocational rehabilitation . services, and (4) providing 
êdnipensation for psychiatric injuries. The bureau is required to submit its 
fi:t~st report, which will encompass 1990 case data, by January. 1, 1993. 
Subsequent reports are required annually through 1998. 

, i 

C Anti-:-Praud Efforts lust Getting Underway. Chapter 116, Statutes of 1991 
(SB 1218, Presley), implemented several provisions to reduce and control 

,workers' compensation fraud. This measure (1) established fines and 
penalties for specified illegéll workers' compensation activities, (2) created the 

'.Wolkers' Compensation Insurance Fraud Reporting Act to facilitate the 
exchange of information, and (3) mandated fraud reporting from both 
insurers and self-insured employers. 

At the time this analysis was prepared, the Department of Insurance (the 
responsible department in this area) was still developing many of its anti
fraud activities. For example, the department is developing referral 
guidelines for dissemination of fraud information and has a budget-year 
proposalto increase the Bureau of Fraudulent Claims staff by 22 positions 
to investigate and process more fraud cases. 

/ Qualified Medical Examiners (QME) System Not Fu.lly Implemented. The 
reform.act created the Industrial Medical Council (IMC) to facilitate disputed 
resolutions of medical cases'and recruit and certify QME and Independent 
Medical Evaluatorsto prbvide medical consultation to injured workers. 
These re(orms wereintended to reduce the costof medical evaluations and 
treatment. Oue to hiringand policyimplementation delays, however, this 
system has not been fully implemented. According to the department, the 
IMC has quaUfied approximately 10,700 physicians and expects to have up 
tb 20,000 physicians participating in the system at the end of the budget 
year.. .. 

,,;According' todepartmental staff, the initial medical consultation and 
treatmentfeeschedule proposed by the IMC is scheduled to be completed 
in February 1992. The department expects to schedule public hearings 
shortly thereafter .to hear testimony on the propos ed fees. 
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Vocational Rehabilitation Incentives. The Margolin-Bill Greene Workers' 
Compensation Reform Act also included several provisions to improve 
performance and discourage delays in rehabilitation. These provisions 
include (1) requiring insurers to provide a rehabilitation "dividend" to an 
employer who modifies a job or finds alternative employment for an injured 
worker, (2) encouraging early participation in rehabilitation by paying the 
worker who begins rehabilitation during the temporary disability period the 
full disability payment, instead of the lower maintenance allowance (which 
is limited to $90 a week), and (3) encouraging early participation in 
rehabilitation by providing that an employer's liability terminates if an 
eligible worker does not accept vocational rehabilitation services within 90 
days. 

Conclusion. There are currentlyunderway two studies that will provide 
the Legislature with the data necessary to inake an assessment of the effect 
of the workers' compensation refórms of 1989. Until those studies are 
available, it is difficuIt to evaluate the impact of the reforms on the system. 
Similarly, because the QME system and the anti-fraud programs are not fully 
implemented, evaluating· their full impact on reducing costs will not be 
possible for at least two years. 

Department of Personnel Administration 
Item 8380 
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MAJOR ISSUES 

~ TenuousGeneral Fund Savings. The·Governor's Budget 
assumes salary and benefit savings totaling $267 million 
(General Fund) - $74 million in the current year and 
$193 million In the budget year - that are dependent 
upon the collectiva bargalning process or enactment 
of legislation. 

Findings and Recommendations Analysis 
Page 

1. Unallocated Reductions Not Fully Implemented. The Qepart- 32 
ment of Finance (DOF) has required unallocated reductions 
from departments that totaled approximately $270 million, 
rather than the $388 million assumed by the 1991 Budget Act. 
We recommend that the DOF report to the Legislature at 
budget hearings on its plan for achieving the employee 
compensation savings assumed in the 1991 Budget Act. 

2. Status of Layoffs. Based on experience to date, it is unclear 32 
if additional layoffs will be necessary. We recommend that 
the administration report at budget hearings on the status of 
and the need for layoffs in the current and budget years. 

3. Salary Reduction for Represented Employees. The salary 33 
reduction savingsof $74 million (General Fund) anticipated 

. in the current year will not be fully realized and may not 
occur at all. 

4. Anticipated Salary and Benefit Savings May NotOccur. The 34 
salary and benefit savings of $193 million (General Fund) 
anticipated in the Governor's Budget will not be realized 
unless the administration successfully negotiates the reduc
tions through the collective bargaining process or legislation 
is adopted to implement the reductions. 

General Program Statement 
The Department of Personnel Administration (OPA) manages the nonmerit 

aspects of the state's personnel system. The State Employer-Employee 
Relations Act (SEERA) provides for collective bargaining for most state civil 
service employees. Under SEERA, the OPA, in cooperation with other state 
departments, is responsible for (1) reviewing existing terms and conditions 
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of employment subject to negotiation, (2) developing management's 
negotiating positions, (3) representing management in collective bargaining 
negotiations, and (4) adrilinistering negotiated memoranda of understanding 
(MOUs). The OPA is also responsible for providing for the compensation, 
terrns, and conditions of employment of managers and other state employees 
who are not represented in the collective bargaining process. 

Overview of the Budget Request 

Departmentol Support 
The proposed Department of Personnel Administration budget is 

essentially a workload budget, except for the increase needed to fund the 
implementation of a new retirement program, pursuant to eh 83/91 (AB 702, 
Frizzelle). 

The budget proposes total expenditures of $13.5 million for support of the 
department .in 1992-93. The proposed expenditures consist of an appropria
tion of $7.1 million from the General Fund, $1.4 million from theOeferred 
Compensation Plan Fund, $712,000 from the FlexElect Benefit Fund, and 
$4.3 millionin reimbursements. This is $1.3 million, or 10 percent, more than 
estimated current-year expenditures. 

The proposed General Fund appropriation represents no net change from 
the current-year expenditures. Reimbursements are expected to increase by 
$1.1 million, or 33 percent, above estimated current-year amounts. This 
increase in reimbursements includes $968,000 and 5.7 personnel-years to 
implement the Part-time, Seasonal, and Temporary Employees (PST) 
Retirement Plan, and $88,000 in spen~ing authority to fund increased 
benefits administration costs. The remaining $219,000 of the overall increase 
provides for adjustments in the pro rata assessment, price increases, and 
other miscellaneous baseline adjustments. The budget propos es to fund these 
baseline changes through the Oeferred CompensationPlan Fund ($127,000) 
and the FlexElect Benefit Fund ($76,000). 

This department, along withrnany other departments, has been subject 
to a variety of reductions over the past several years. Among these is an 
unallócated reduction of about 16 percent from the General Fund in 1991-92. 
(This reduction is 13 percent of the department's total budget from all 
funds.) This reduction is proposed to be carried over into 1992-93. In our 
companion document, The 1992-93 Budget: Perspectives and Issues, we discuss 
the impact of these reductions on various departments. 
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Employee Compensation 

The budget does not fund increases in employee compensation in 1992-93. 

The Governor's Budget does not propose any funding for employee salary 
increases or premium rate increases in existing health, dental or vision 
benefits in 1992-93. Instead, the budget proposes to: 

• Reduce state employee salaries by 5 percent (effective January 1, 1992). 

• Reduce the state's payment for health insurance premiums to the 1990-
91 level. 

• Maintain the state's payment for dental/vision premiums at the 1991-
92 level. 

The administration estimates that these actions would resuIt in General 
Fund savings of $193 million. This proposal does not include employees of 
the University of California, the California State University and Hastings 
College of the Law. The budget, however, p .. oposes no increase in compensa
tion for these employees. 

Analysis and Recommendations 

The Current Collective Bargaining Process Has Stalled 

In 1988-89, 20 employee bargaining units entered into Memoranda of 
Understanding (MOUs) with the state. These MOUs specify the conditions 
of state employment for each bargaining unit. The collective bargaining 
agreements expired as of June 30, 1991. Negotiations for new MOUs began 
in March 1991 and accord ing to a timetabIe established by the OPA, should 
have concluded with new agreements by August 1991. However, the 
administration and employee organizations were unable to reach agreement. 
Once negotiations failed to produce a new agreement, impasse was declared 
by the Public Employment Relations Board and a mediator was appointed. 
When mediation failed to produce agreements, the administration sought to 
unilaterally implement changes in certain terms and conditions of employ
ment as discussed in more detail below. 

Only three of the state's 21 bargaining units are still negotiating. (The 
additional bargaining unit was established in March 1990 when certain 
members separated from bargaining unit 3 to form bargaining unit 21.) Of 
the three units that are still negotiating, two (units 9 and 12) have filed for 
impasse. 
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Most of the state's 21 bargaining units have completed rnedianon.the 
state has unilaterally established new terms and conditions of employme~t 
for 7 of the 15 units that have completed mediation Without reaéhing 
agreement. New terms and conditions of employment havenotyetbeen 
determined for the remaining eight units. 

Given the state's current fiscal situation, the administration sought to 
unilaterally implement i~s last best offer once mediation failed. This offer 
included a 5 percent salary reduction as weU as a reduction in the,ernployer 
contribution toward health and dental benefits for representedemployees. 
The employee organizations filed suit and the issue was resolved in court. 

The Superior Court of Sacramento ruled that, absent any action by the 
Legislature, the administration could not implement the 5 percent salary 
reduction or reduce the employer contribution toward health and ·dental 
benefits for represented employees. The court also ruled" that· economic 
benefits (such as holiday, vacation, and sick leave) could' not be reduced 
below levels established in statute or by DepartmeI1t of Personnel Adminis
tration rule. The ruling reflects the "Court's belief that the SEERA does not 
authorize the administration to make unilateralchanges in salary ot'heaIth 
benefits without legislative approval. Absent concessioIis in the collective 
bargaining process or legislative action, these reductions . Will not, be 
implemented. As a resuit, the state williose approximatelY'$16 million per 
month in potential General Fund savings. ' . 

C,:!rrerit-Year Employee Compensation Program 

The 1991 Budget Act did not contain funding for an employee salary 
increase or health benefit premium increases. However, thé Budget Act did 
appropriate funds to continue health benefit premiums at the 1990-91 level 
and finance premium rate increases in employee den tal and vision benefits. 

Finaliy, two Control Sections in thé:199i Btiaget Act required a 'tot~l of 
$388 million in unallocated General Fund reductions ,from employee 
compensation (Control Section 1.20 - $37 million and Control 5ection3.90-
$351 million). 
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Department of Finance Has Not Fully 
Implemented Unallocated Reductions 

Item 8380 

We find that the DOF has required unallocated reductions in the current 
year from departments that total approximately $270 million, rather than 
the $388 million reduction required by Control Sectio ns 1.20 and 3.90 in the 
1991 Budget Act. We recommend that the DOF report to the Legislature at 
budget hearings on its plan for obtaining the full amount of unallocated 
reductions. 

In June 1991, the OOF notified aU state departments that reductions 
totaling $388 million would be required pursuant to the provisions of 
Controlsections 1.20 and 3.90. IIi general, the DOF aUocated the reductions 
among the departments based on their share of total General Fund 
expenditures for the state. 

. In July 1991, the OOF notified the departments that reductions totaling 
$341 million would be required rather than $388 million. The Julynotifica
tion was superseded by two Executive Orders released in August 1991 and 
October 1991. These orders required totalurtaUocated reductions of $269.6 
million from departments. This is $118.4 million less than the $388 million 
required by Controlsections 1.20 and 3.90 of the 1991 Budget Act. Recently, 
the DOF has indicated that the unallocated reductions may be reduced 
further. Thus, at the time this Analysis was prepared (February), the 
provisions of Controlsections 1.20 and 3.90 of the 1991 Budget Act had not 
been fuUy implemented. Therefore, we recommend that the DOF report at 
budget hearings on its plans for achieving the savings contemplated by 
Controlsections 1.20 and 3.90 of the 1991 Budget Act. 

There Have Been Relatively. Few. Layoffs in State Service in 1991·92 

Based on experience to date, it is unclear if additional layoffs will be 
necessary. Therefore, we recommend that the Department of Personnel 
Administration (DPA) and the State Personnel Board (SPB) report at budget 
hearings on the status of and the need for layoffs in the current and budget 
years. 

The administration reported that perhaps as many as 3,000 state employ
ees would be laid off in the current year. This has not happened. At the time 
this analysis was prepared (February), a total of 125 people in 10 depart
ments had been laid off. Table 1 summarizes these layoffs. 
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Department of Personnel Administration 
Number of Layoffs in State Service 
(As of January 17, 1992) 

Education (Fresno School) 
Fair Employment and Housing 
Forestry and Fire Protection 
Industrial Relations 2 
Military 67 
Office of Administrative Law 4 
Secretary of State 
State Fire Marshal 22 
State Personnel Board 3 
State Teachers' Retirement System 2 

Total 125 

The number of layoffs, however, does not adequately depict the changes that 
are occurring in the state workforce. In fact, these numbers reflect a 
relatively small portion of the total number of employees that have been 
affected by the state's layoff procedure through demotion, retirement, 
transfer to another state agency, or separation prior to layoff. For example, 
the DPA indicates that it has received requests to compute seniority scores 
(the first step of the layoff process) for 7,216 employees from 44 departments. 
It is unclear how many, if any, of the employees with calculated seniority 
scores will be laid off. 

Given the uncertainty concerning the status of or need for layoffs, we 
recommend that the DPA and the SPB report to the Legislature during 
budget hearings on this issue 

Savings From Salary Reductions Assumed 
in the Current Year May Not be Realized 

The $74 milliou (Geueral Fuud) saviugs auticipated iu the curreut year 
from salary reductious willuot be fully realizedand may not occur at all. 

In the current year, the administration implemented a 5 percent salary 
reduction for nonrepresented employees (managers, supervisors, and exempt 
employees). The OOF estimates that this salary reduction will resuIt in 
General Fund savings of $35 million in the current year; In addition to the 
salary reduction, the state contribution for healthbenefit premiums for non
represented employees was reduced to the 1990-91 level. The reduced state 
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contribution will save the state's General Fund approximately $11.5 million 
in the current year. 

As previously mentioned, the OPA sought to negotiatesimilar reductions 
for represented employees through the collective bargaining process. The 
OOF estimated that aS percent salary reduction for represented employees 
would resuit in Gen~ral Fund savings of $73.7 million for six months. 
'Believing that the hea:lthbenefit contribution reductions could be implement
ed for the' full year, OOF estimated annual General Fund savings of $46 
.million. Negotiations .have failed to produce a new agreement and the 
Superior Court of Sacramento has barred implementation of the salary and 
benefit reductions without legislative approval. 

The DOF acknowledges that the $46 million savings in health benefit 
premium contributions for represented employees will not be realized in the 
current year. The Governor's Budget,however, assumes a $73.7 million 
General Fund savings,.in the current year (from January through June 1992) 
from a 5 percent salary reduction that has not been implemented. At the 
time this Analysis was prepared, the unions had not agreed to the reductions 
nor had the Legislature authorized them. 

Anticipated Budget-Year Salary and Benefit Savings May Not Occur 

The Governor's Budget for 1992-93 assumes savings of $193 million 
(General Fund) duetoproposed salary and benefit reductions. These savings 
will not be realized unless the administration successfully negotiates the 
reduction through the collective barga in ing process or legislation is adopted 
to implement the reductions. 

Salary Reductioits for Represented Employees May Not Occur. The 
propos ed 1992-93 budget assumes a 5 percent salary reduction for represent
ed employees for a.General Fund savings of $148 million. The administration 
was barred bya recent coUrt decision from implementing this salary 
reduction in the current year. Based on this court action, the administration 
will not be able to reduce the salaries of represented employees in 1992-93 
without concurrence in the collective bargaining process or legislative action. 

Benefit Savings for Represented Employees May Not Occur. All benefit 
costs are expe,cted to increase. in the budget year. The Governor's Budget 
assumes the following premimnincreases: health benefits ~ 10· percent, 
dental benefits -13 percent, and vision benefits - 15 percent. The cost of 
these increase,s would be approximately $56 millioh. As shown in Table 2, 
$11 million of this amount is for nonrepresented employees and $45 million 
is for represented employees. Vision premium increases account for. $2 
million of the $56 million benefit cost increases. These costs are not 
specifically fund ed in the budget. The remaining $54 millión is due to health 
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and dental premium increases. The budget assumes that empl()yees would 
pay for the health and dental premium increases. 

Health 
Dental 
Vision 

Totals 

$32.0 
11.2 

1.6 
$44.8 

Employeea 

Employee8 

Department 

$8.0 
2.8 
0.4 

$11.2 

Employee 
Employee 
Department 

$40.0 
$14.0 

$2.0 
$56.0 

The state's cost for health and dental benefits is affected by three factors: 
(1) normal premium increases, (2) employees opting for additional coverage, 
(such as moving from single coverage to employee plus one dependent or 
employee plus two dependents coverage), and (3) "cost creep." Cost creep 
occurs when premium costs rise above what the state was paying, but is still 
within the state's contribution limit. The total cost impact of these three 
factors could exceed the estimated $54 million premium cost increase for 
health and dental benefits. 

Although benefit costs are anticipated to increase in the budget year, the 
Governor's Budget assumes that state contributions for health benefit 
premiums will be capped at the 1990-91 level. This cap is currently in place 
for nonrepresented employees and is proposed to continue in the budget 
year. Represented employees, however, continue to receive the higher 1991-
92 employer contributions pursuant to court orders. If the state is unable to 
implement the reduced rates in 1992-93 for represented employees, through 
either collective bargaining or legislation, this would create a budget hole of 
$32 million (General Fund). 

General Fund increases in the den tal and vision premiums would total an 
additional $16 million in the budget year. The Governor's Budget, however, 
assumes that the state's contribution for, these benefits will be held at the 
current year level. Of the $16 million increase, $2.8 million is expected to be 
paid. by nonrepresented employees rather than the General Fund. The 
remaining costs for represented employees will create a $13.2 million 
(General Fund) budget hole, unless the state is able to implement the 
reduced state contribution rate. 
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DEPARTMENT OF PERSONNEL ADMINISTRATION~ontlnued 

In summary, the Governor's Budget assumes General Fund savings of 
approximately $193 million in employeecompensation costs ($148 million in 
salaries and $45 million in benefits). These savings will not be realized unless 
the administration is able to imple,ment the changes through collective 
bargaining or enactment of enabling legislation. Otherwise, the $193 million 

,will need to be paid through either existing departmental resourcesorthe 
General Fund reserve. 

CaliforniaCitizens Compensation Commission 
Item 8385 

General Program Statement 
The California Citizens Compensation Commission is charged with the 

exclusive authority to set the annual salaries and benefits of Members of the 
Legislature, the Governor, Lieutenant Governor, Attorney General, Control
ler, ,Insurance Commissioner; Secretary of State, Superintendent of Public 
Instruction, Treasurer, and members of the Board of Equalization. 

Overview of the Budget Request 
The budget proposes no workload or program changes for the commission • 

. The budget proposes al) appropriation of $91,000 from the General Fund 
to support the activities of the commission in 1992-93. This represents no net 
increase above current-year expenditures. This amount is composed 
primarily of per diem and travel costs for the seven commission members. 
Support services for the commission are provided by the Department of 
Personnel Administration. 

The commission, along with many other departments, was subject to 
unallocated reductions in the current year. The reduction was about 11 
percent of the commission's General Fund appropriation in 1991-92. This 
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reduction is proposedto be camed over into 1992-93; In our companioil. 
document, The 1992-93 Budget: Perspectives and Issues, we discuss the impact 
of these reductions on various departments. 

Workers' Compensation Benefits for 
Subsequentlnjuries 

Item 8450 

;: 

General Program statement 
This program provides benefits to workers with a preexisting permanent 

disability who suffer a subsequent industrial injury resuiting in a~OIllbined 
permanent disability of 70 percent or more. The employer is responsible only 
~or that. degre~ of permanent disability.arising from. the subsequent injury 
and the balance of the disability benefit is paid by the state .. 

Overview of the Budgêt Request 
The proposed budget is essentially a workloadbudget; reflecting an 

estimated increase in subsequent injuries permanent disability claims. 

The total 1992-93 budget proposed to fund workers' compensation 
benefits paid under the subsequent injury program is $6.8 million, including 
(1) $3.4 million from the General Fund and (2) $3.4 million from the Subse
quent Injuries Moneys Account of the General Fund. This is an increase of 
$1.1 million, or 19 percent, above estimated current-year expenditures. This 
increase, funded by the Subsequent Injuries Moneys Account, primarily 
reflects an estimated increase in subsequent injury permanent disability 
claims for 1992-93. 
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WORKERS' COMPENSATIONBENEFITS FOR DISASTER SERVICE WORKERS . 

Workers' Compensation Benefits for Disaster 
Service Workers 

Item 8460 

General Program Statement 
This program, administered by the State Compensation Insurance Fund, 

provides funds for the payment of workers' compensation benefits to 
volunteer personnel (or their dependents) who are injured or killed while 
providing community disaster relief services. 

Overview of the Budget Request 
The budget proposes for 1992-93 no change from current-yearexpentlitures 

for this program. . 

The budget proposes $663,000 from th~General Fund to support the 
Disaster Service Workers' Benefit Program in 1992-93.' The budget-year 
request is identical to estimated current-year expenditures. 
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Board of Chiropractic Examiners 
Item 8500 

General Program Statement 
The Board of Chiropractic Examiners licenses and regulates chiropractors 

practicing in California. The board's activities are supported by license fees 
and revenues. . 

Overview of the Budget Request 
The budget proposes essentially a· baseline expenditurelevel to support 

the board's activities in 1992-93, except for additional fundingfor contracted 
services and équi]?ment. ... 

The proposed expenditure of $1.5 million is $86,000, or 6.0 percent, above 
estimated expenditures in 1991-92. The incréase consists óf (1) $80,000 for 
contracted services for data processing for validation of thepractical 
examination process and (2) funds to replace worn out office equipment. 
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BOARD OF OSTEOPATHie EXAMINERS 

Board of Osteopathie Examiners 
Item 8510 

General· Program Statement 

Item 8510 

The Board of Osteopathie Examiners licenses and regulates osteopaths in 
California. The board's activities are supported by regulatory fees and 
revenues on licensed osteopaths. 

'Overview of the Budget Request 
The budget proposes to fund the board at essentially the current-year 

level, except for increased expenditures in the enforcemetit program. 

The budget proposestotal expenditures of $543,000 to support the board's 
activities in 1992-93. This is an increase of $71,000, or 15 perce!lt, above 
estimated current-year expenditures. The increase is the resultof (1) 
increased Attorney General's costs for enforcement activities and (2) higher 
pro rata charges. 
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Board of Pilot Commissioners for the Boys of San 
Francisco, San Pablo and Suisun 

Item 8530 

General Program Statement 
The Board of Pilot Commissioners for the Bays of San Francisco, San 

Pablo arid Suisun certifies pilPtsfor vessels traveling those bays.The board 
also trains, licenses, and regulates pilots and acts on complaints. The board 
is supported by the Board of Pilot Commissioners' Special Fund which 
derives its revenues from pilotage fees. Additionally, a special surch~rge on 
ship movements provides funds ,for pilot training. . 

Overview of the Budget Request 
The budget proposes to expand the pilot training program in 1992-93 . 

. ',,' 

The budget proposes total expenditures 0[$1.8 million for support of the 
board in 1992-93. This is $293,000 (19 percent) above estimated current-year 
expenditUres and reflects proposed increases in the number of pilot trainees 
and in their monthly stipend. The increases will permit the board to attract 
qualified shipmastersto the trainee program and fill pilot vacancies in a 
more timely manner. 
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CAUFORNIA AUCTIONEER COMMISSION 

California Auctioneer Commission 
Item 8540 

General Program Statement 

Item 8540 

The Auctioneer Commission is responsible for licensing and regulating 
auctioneers and auction companies in California. The coinmission's activities 
are supported by license fees and iévenues.· . 

Overview of the Budget Request 
The budget proposes essentially a workload budge.t, with increased 

funding for enforcement expenditures. 

The budget proposes expenditures bf $371,000 from ~he Auctioneer 
Cc;>mmission Fund for support of the commission in 1992-93. This .is an 
increaseof $35,000, or 10 percent, above estimatedcurrent-year expenditure~. 
The increase will cover additional investigative activitie~ and higher. rent 
costs. . . 
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California Horse Racing Board 
Item 8SS0 

General Program Statement 
The California Horse Racing Board (CHRB) regulates all horse racing 

meetings in the state that include pari-mutuel wagering. The board's 
responsibilitiesinclude (1) licensing participants in horse racing, (2) 
contracting to provide racing officials, (3) eriforcing racing regulations/ and 
(4) regulating wagering and maximizing the state's horse racing revenues. 

Overview of the Budget Request 
The proposed CHRB budget provides essentially the same amount of 

funding as in the current year. 

The budget proposes totál expenditures of$8.7 million from the Fair and 
Exposition Fund and the Racetrack Security Account to support the board's 
activities iIi. 1992-93. This is a decrease of $6,000 - 0.1 percent - from 
current-year estimated spending. 

The board's costs are paid from state horse racing receipts prior to their 
deposit in the General Fund. Consequently, the General Fund ultimately 
bears the board's costs. However, sincethe General Fund does not directly 
support it, the board was not subject to the unaUocated reductions that were 
applied to General Fund-supported agencies in the current year. 
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California Exposition and State Fair 
Item 8560 

General Program Statement 

Item 8560 

'TheCalifomia Expositi~n and State Fair (Cal Expo) manages the state.fair 
in Saéramento each summer and providesa site for various events during 
the remainder" of the year. 

Overview of the Budget Request 
The propos:~d Cal Expo budget essentially ,is aworkload budget and 

includes $1.9 million for various improvements andrepairs. 

" ,J'hebudgetproposes totalexpenditures of $18 millionfor support of Cal 
Expo in 1992-93. ;This is an increase ,of $2.8, million, or 18 percent" above 
e~timated curr~nt-year expenditures. The increase is primarily due to: 

• An increase of $433,000 and 13 personnel-ye~lrs for state fair workloa'd 
,and to IIlanage year-round events. 

• , Aninetease of $637,000 for deferred maintenance and special repairs. 

• An increase of $527,000 for various Qperational improvements at the 
fairgrounds. 

• Appropriation of $785;000 for Cal Expo's portion of the costs for a new 
satellite wagering facility. 
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Capital Outlay 

The Governor's Budget proposes an approprié'!,tion ()f $2.8 millionin Ih~m 
8560-301 for capital outlay expenditures at Cal 'Expo. Please see our analysis 
of that itemm the capital outlay section of this Analysïs which is in the back 
portionof this document. . 

Department of Food and Agriculture 
Item 8570 

General Program Statement 
_.. .".' • J 

The Department of Food and Agriculture(DFA) prom()tes and protects 
the state's agricultural industry, develops California's agriculturalpolicies, 
and assures true weights and me~sures in commerce. ..' . 

The department's activities are broad in scope. They inc1ude: identifying 
and controlling agricultural pests; forecastiIlg' harvêsts; supervising and 
funding local fairs; enforcing quality, quantity, and safety stand'a'rds 'lor 
agricull:1,1.ral commodities;. administering marketing orders; and enforcing 
weights and measures laws . .The department also supervises the C01l11ty 
agriCliItural c()mmissioners. and county sealers of weights and measure§.: 

In accordance with' the Governor' s: R~órganization Plan Number 'One, 
which established the California Enviionmental Protection . Agency, the 
regulationofpesticides and their use has been tranSferr~d ih the cUrrent year 
from the DFA to the newly:formed Department of PestiCiCle Regulatlon (Item 
3930). 
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DEPARTMENT OF FOOD AND AGRICULTURE-Contlnued 

Overview of the Budget Request 
The proposed budget for the DFA' includes several augmentations in 

various programs, resuIting in a minor increase over the department's 
current-year funding level. 

The budget requests $183.5 million (excluding marketing order expendi
tures) from the General Fund, various other state funds, federal funds, and 
reimbursements for support of the DFA and for local assistance in 1992-93. 
This is an increase of $3.9 million, or 2.2 percent, above estimated current
year expenditures. The budget proposes General Fund appropriations for 
support and local assistance totaling $56.5 million, which is virtually the 
same as estimated current-year General Fund expenditures. 

The proposed increase in the DFA's expenditures from all funds is the net 
resuIt of (1) augmentations totaling $4.7 million for various program, 
workload and administrative increases, and (2) net reductions totaling 
$774,000 from elimination of one-time costs and other administrative adjust
ments. The most significant program and workload augmentations are: 

• $940,000 from the Unitary Fund for the Agricultural Export Program. 

• $574,000 from the Outer Continental Shelf Lands Act, Section 8(g) 
Revenue Fund for health and safety repair projects at agricultural 
border inspection stations. 

• $446,000 from the Agriculture Fund to continue implementation of the 
California Organic Foods Act (Ch 1262/90, AB 2012 - Farr). 

• $400,000 from the Agriculture Fund for assistance in county programs 
to detect and trap exotic insect pests. 

Table 1 shows thedepartment's expenditures and staffing levels for the 
past, current, and budget years. . . . ... 

This department, along with mány other departments, has been subject 
to a variety of reductions over the past several years; Among these is an 
unallocated reduction of 16 percent for support costs from the General Fund 
in 1991-92. (This reduction is 9 percent of the department's total support 
budget from all funds.) This reduction is proposed to be carried over into 
1992-93. In our. companion document, The 1992-93 Budget: Perspectives and 
Issues, we discuss the impact of these reductions on various departments. 
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Department of Food and Agriculture 
Budget Summary 
1990-91 through 1992-93 

Expenditures 
Pesticide regulation $40,872 
Agricultural plant pest and 

disease prevention 51,888 
Animal pest and disease prevention 

and inspection 23,467 
Agricultural marketing services 13,552 
Food and agricultural standards 

and inspection 21,681 
Meásurement standards 6,502 
Assistance to local fairs 28,751 
Administration 11,978 
Administration (distributed) -1~,791 

General agricultural activities 
and el)'lergency funding 1 

Totals $204,352 

General Fund $85,643 
Agrlculture Fund 80,807 
Fair and Exposition Fund 19,068 
Satellite Wagerlng Account 9,079 
Otheragrlculture fund~ 2,274 
Other special fund$' 2,128 
Federal funds 2,681 
Reimbursements 2,672 

Personnel· Years 2,117 

,,$53,386 $52,888 -0.9% 

23,051 23,228 0.8 
13,863 13,893 0.2 

28,303 -29,036; 2.6 
6,632 6,719 1.3 

33,826 ' 33,776 -0.1 
12,077 12,170 0.8 
~9,192 -9,238 -0.5 

19.0 
$179,642 $183,525 2.2% 

$56,556 $56,506 -0. 
' 73,009 75,149 2.9 

19,535 19,550 0.1 
13,720 13,720 
4,648 4,673 0.5 
' 561 2,159 284.8 

820 810' -1.2 
10,793 10,958 1.5 

1,655 1,644 ,-0.6% 

• Includes: Agriculture BuiIding Fund, A~riCultural Pest Control Research Account, California Agricultural 
Export Promotion Account, andFood afety Account. ' 

b Inc,ludes: Special Account for Capital Outlay; Outer ContlnentalShelf Lands Acl,Section 8(g) Revenue 
Fund; Unltary Fund; and Harbors and Watercraft Revolvlng Fund. " , 
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DEPARTMENT OF FOOD AND AGRICUL TURE-Contlnued 

Capital Outlay 

The Governor's Budget proposes appropriations totaling $16.9 million in 
Item 8570 for capital.outlay eXpendit1J.res by the Department of Food and 
Agriculture. Please see our analysis of that item in the. capital outlay section 
of the Analysis which is in the back portion of this document. 

Fair Political Practices Commission and Political 
Reform Act 

. Items 8620 and 8640 

General Program Statement 
The Political Reform Act (PRA) of 1974 was an omnibus measure 

designed to improve the elections process in California. The act (1) 
established guidelines for candidates seeking political office, (2) required 
state ballot pamphlets to have useful and understandable information, (3) 
established lobbyist activity disclosure regulations, and (4) created the Fair 
Political Practices Commission (FPPC) to implement and administer the act. 

The provisions of the PRA are carried out by four state agencies: Secretary 
of State, FranchiseTax Board, Attorney General, and the FPpc. Funding for 
the FPPC is provided by both a continuous appropriation made in thePRA 
and by the Legislature through Item 8620. The other three agencies are 
funded by the Legislature through Item 8640 (the Secretary of State receives 
an additional $732,000 for administration of the act in the Secretary's support 
appropriation under Item 0890, which is not discussed here). All funding is 
from the General Fund. 
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Overview of the Budget Request 
The budget proposes funding the Fair Political Practices Commission and 

Political Reform Act at the current-year level, less an unallocated reduction 
proposed in lieu of the trigget-related reduction. 

The budget proposes a totalof $7.2 million from the General Fund to 
carry out the provisions of the PRA in 1992·93. This is $868,000, or 11 
percent, belowestimated current-year expenditures. This decrease isdue to 
(l)the unallocated reduction ($806,000), (2) man~gerial salary reduction 
($37,000), and (3) the PERS rate reduction ($25~000) .. 

The commission, along with many other departments, has been subject to 
a variety of reductions over the pastseveral years. Among .. these is an 
unallocated reduction of about 19 percent from the General Fund in 1991-92. 
This reduction is proposed to be carried overinto 1992-93. In ourcompanion 
document, The 1992-93 Budget: Perspectives and Issues, we discuss the impact 
of these reductions on various departments. 

Table 1 identifies the agencies that will spend the PRA funds and the 
function each agency performs. The estimated General Fund support 
provided to each agency during the prior, current and budget years is also 
shown in the table. 

Political Reform Act of 1974 
General Fund Support 
1990-91 through 1992-93 

(dollars In thousands) 

Budget Bill Appropriations 
Secretary of State 
Franchise Tax Board 
Attomey General 
Fair PoliticalPractices 
Commission 

Subtotals . 

I ;:)lalUll9fY Appropriation 
Fair Political Practices 

Filing of documents 
Auditing statements 
Criminal enforcement 
Local enforcementl 
support 

Commission Administration of act 
Totals, Political Reform Act 

$706 
1,158 

224 

$686 
1,138 

219 

$686 
1,138 

219 
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PUBLIC UTILITIES COMMISSION 

Public Utmt,ies Commission 
Item 8660 " 

General Program Statement 

Item 8660 

The Public Vtilities Commission (PVC) is responsible for the regulation 
of privately owned public utilities. The term "public utility" includes such 
entities as gas; electric, telephone, trucking, bus, and railroad corpor~tiorts. 

The commission's prima ry objective is to ensure adequate facilities and 
services for the public at reasonable and equitabIe rates, consistent with' a 
fair return to the utility on its investment. It also is charged by state and 
federal .. statutes with promoting energy and résource conservation . in its 
various regulatory decisions. .' . 

Overview of the Budget Request 
The budget/or the PUC includes various program and workload increases 

which are mostly offset by the elimination of one.;time costs. . 

The budget propos es expenditures for the commission totaling $85.6 
million from state special funds ($82.8 million) and federal funds and 
reimbursements ($2.8 million) in 1992-93.·This is an increase of $847,000, or 
1 percent, above estimated current-year expenditures. This increase is the 
result primarily. of increases totaling $3.9 million to fund various program 
and workload changes, including (1) a net increase of $400,000 for the full
year costs of railroad safety legislation enacted in 1991, funded from fees on 
railroad corporations, and (2) an increase of $5QO,OOO for consulting contracts 
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to assist in ratepayer advocacy, funded from fees on utility corporations. The 
increases are offset by net reductions totaling $3.1 million from elimination 
of various one-time baseline costs and other administrative adjustments. 

. 

MAJOR ISSUES 

Board of Control 
Item 8700 

.~. Victims of Crime Program. The. program Is experlenclng 
a significant funding shortfaliin the current and budget 
year. 

Findings and Recommendafions Analysis 
Page 

1. Victims of Crime Program Funding Shortfall. Recommend 53 
board report prior to budget hearings on the status of the 
Restitution Fund and proposed changes to address projected 
funding shortfal1. 

General Program Statement 
The Board of Control is a .three-member body consisting of the Director 

of General Services, the State C()ntroller, and a third member appointedby 
and serving at the pleasureof the Governor. The board oversees divers.e 
activities, inc1uding state regulation and management of claims under the 
followingprograms: (1) Citizen Indemnification (also known as Victims of 
Crime), (2) Civil Claims Against the State, and (3) Hazardous Substarice 
Claims. . 
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• BOARD OF CON'TROL~ontlnue,d 

Overview of the Budget Request 
The budget proposes a significant reduction infunding for the board due 

to a reduction in funding for the Victims of Crime (VOC) Program. 

The budget proposes expendifures of $85.9 million in 1992-93. This is 
about $15.5 million, or 15 percent, Jess than estimated current-year expendi
tures. This reduction is primarily due to a reduction of $11.7 million in one
time General Fund support proposed in the current year for the vae 
Program. The voe Program is discussed in more detail below.Table 1 dis
plays, t?e expenditures and staffing levels for the board from 1990-91 
through,1992-93. ' 

Board of Control 
Program Summary 
1990-91 through 1992..;93 

Hazardous Substance Claims 
Claims Against the State 

Earthquake Disaster Relief Program 
Administration (distributed) 

Totals 

General Fund 
Restitution Fund 
Other funds 

Personnel-Years 

$95,558 
18 

1,063 
620 

$97,259 

$785 
80,114 
16,360 

289 

$100,348 $84,904 " -15.4% 
20 20 

1,015 ' 1,015 
91 NA 

0;1 

$101,474 $85,939 -15.3% 

$12,715 $1,015 -92.0% 
72,838 69,094 -5.1 
15,921 15,830 -1.0 

319.5 ,,319.5 

This budget, alortg'with many other departments, has b~en subjectto a 
variety ofredtictions over the past seyeral years. Amongthese is an 
unallocated reduction of 18 percent from the GeneralFund in 199J.:·92. (This 
reduction is less than I' percent 'of the board's budget from' all funds.) This 
reduction is proposedto be carriedover'in 1992-93. In oUr companion 
docUment, The 1992-93 Budget: Perspectives and Issues, we discuss the impact 
of these reductions on various departments. 
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Analysis and Recommendations 

Significant FundingShortfall for Victims of CrimeiPrograin 
• ,2:. 

We recommend the board report prior to budget hearings on the status of 
the Restitution.Fund and the program changes needed in theVOC Program 
to address the projected funding shortfall. , , ." 

The budget proposes total expenditures of $84.9 million for support of the 
VOC Program in 1992-93; This amount primarily consists of fundirtgfrom 
the Restitution Fund ($69.1 million) and federal funds ($15.8 millioll)~This 
amount is $15.4 million, or 15 percent, less than current~yearexpenditures. 
Expenditures for this program include payment p!victims' claims ($63 mil
lion), and administration of the program ($22. million). Fund~ (()J'. the 
payment of claiIns are continuously appropriated tothe'Board of Control, 
but administrative costs of the program are subject to review in'the anriual 
budget process. 

Background. TheVOC Program compensates those pers~ns who (1) are 
injuredand suffer· financial hardship as a result of crimes of violence, (2) 
suffer financial hardship because a family member was injured as aresult 
of crimes of violence, or (3) sustain damageor injury while performing acts 
that benefit the public. The cost of claims i~ primarily for noninsured 
medical expenses (45 percent)-and noninsured mentalhealth expenses (35 
percent). The remaining costs are for wage lpss, funeral expenses, and 
. rehabilitation expenses (20 p~rcent); As regards medical costs, there is a limit 
of $46,000 on the claims for primary victims and a $10,000 limit for 
secondary victims. (such as family meIpbers). There is no limit on mental 
health reimbursements, although the board requires additional justification 
of mental health claims thatexceed$5,000 for prim(lry victims and $2,000 for 
secondary victims. 

Funding Sourees; The program is prim~rily funded by appropriations 
from the RestitutioJl F\lnd, which receives revenues from (1) restitutioilfines 
and (2) penalty assessments. In 1992-93, revenue from restitution fines is 
projected to be $7 million,and revenue from penalty assessmeI1ts is projected 
to be $57 million. .'. _ _ .' . . '. . . 

Restitutionfilles are.imposed on. convictedfelons. Existing láw'requites 
courts to impose a fine ofbetween $100 and $10,000 on allpersonscórtvicted 
of one 'or more felony offenses. Penalty assesstnents are irriposedon per,sons 
who violate criminal or .. traffic laws. The penaltyassessment rate js $10 for 
every $10 fine, penalty; or forfeiture imposed. This rate wasenacted'in 1991, 
as part of trial court"realignment" (Ch 189/91---: AB ',544, Isenberg). In 
addition,Chapter 189 állocated 30 percent of the revênues to the Generál 
Fund and the remaining revenue to the Penalty Fund. Previously, all penalty 
assessment revenues were deposited in the Penalty Fund (referred to in the 
Govemor's Budget as "Assessment Fund"). 
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BOARD OF CONTROL-Contlnued 

Claims Exceeding Resources. The nl,Jmber of claim!! {iled with the VOC 
Program has increased annually at a rate of approximately 20 percent per 
year for the past four years; and, according to the board, this increase is 
expected to continue in 1992-93. The revenues for the program,however, are 
projected to decline, as shown in' Chart 1. 

I-o!-.... --.... --------------( D Miscellaneous 
Funding Sourcesa 

II Restitution Fund 

- Expendltures 

88-89 89-90 90-91 91-92 92-93 
a '. . 

.Includes General Fund in 1991-92 

In the current year, révenues from all sources for support of the program 
are expected to be approximately $91 million, and program costs are 
projected to be $113 million, resuIting in a shortfall of $22 millionin the 
current year. In 1992-93 the shortfallis projected to be approximately $50 
million, based on a revenueprojection of $85 million and programcosts of 
$135 .million. This shortfall may be significantly worse than projected, 
because it appears tha.t the revenue projections from penalty assessments 
may be overly optimistic. (See our analysis of .the Office of Criminal Justice 
Planning - Item 8100 - for a more detailed description of penaltyassess
ment revenue projections). 
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Board Options to Address Shortfall. The board has been reviewing 
numerous short-term and long-term options for increasing revenues and 
reducing costs to avoid a funding shortfall in the current year and in future 
years. To reduce the projected $22 million shortfall in the current year, the 
board is proposing the following actions: 

• Obtain a deficiency allocation of $11.7 million from the·Gerteral Fund 
to support the program. 

• Implement a medical fee schedule to pay approximately 75 percent to 
80 percent, rather than 100 percent, of billed charges for medical cost 
claims. The fee schedulel. which is based on rates used· for workers' 
compensation claims, will be applied to all claims paid after April 1, 
1992. The savings, are estimated to be $2 million to $3 million in 
1991-92, and $8 million to $10 million annually thereafter. 

To address the projected funding shortfall of $50 million in the budget 
year, and possibly more in future; years, the board is reviewing revenue 
erthancement and cost containment options and plans to propose legislation 
in February or March of this year. The options under consideration, and the 
board's estimate of their impact, are listed below. 

Revenue Enhancement Options.As a means of increasing revenut;!sto the 
Resntution Fund, the board is considering the following options: 

• Impose anew restitution firie for misdemeanor offenses at a minimum 
of $100 ($4 million to $5 million). . 

.' Increase minimumrestitution fine for felony offenses from $100 to $200 
($3 million to $5 million). 

• Provide an income tax donation check-off for victims' compensation 
($1 million). . 

• Provide. counties 10 percent. of all revenue collected from restitution 
fines to provide an additionalincentive to impose and collect the fines 
(net revenues of $3 million to $5 million). 

• Increase the share of fine revenues allocated to the Restitution Fund 
from $20 to $50 for driving under the influence (DUI) offenses 
($4 million to $5 million). 

Cost C,ontainment Options. The board is considering the foll()wing 
options to limit growth or reduce the costs of the program (theestimated 
annualsavings shown are not additive because optionsare not mutually 
exclusive). 

• Cap mental health expenses at $5,000 for primary victims and at $2,000 
for secondary victims ($10 million to $15 million). 

• Review mental health claims more closely to avoid payment óf claims 
for treatment unrelated to crime (unknown savings).' 
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BOARD OF CONTROL-Continued 

• Eliminate coverage for victims of hit-and-run incidents who are driving 
without the required insurance ($6 million to $7 million). 

• Reduce maximum benefits per individual' from $46,000 to $23,000 
($4 million to $8 million). 

• Adjust reimbursement rate for each claim by the amount of available 
revenue (savings varies). 

• Limit program benefitsto primary victims only, thereby eliminating 
coverage of family members ($10 million to $15 million). 

• Pay claims for only two to three years. Currently there is no time limit 
(unknown savings). 

Administrative Savings. There are several cost containment options listed 
above. that will also result in administrative savings. According to the board, 
only those option~ which reduce the number of claims fil ed will reduce the 
board's staffingneeds. None of these administrative savings have been 
calculated; and, consequently, they are not included in the savings estimated 
for each option. In addition, the board is evaluating several administrative 
changes that could increase·program efficiency and provide minor savings. 

Impact of Revenue Enhancements. on Other Programs. Penalty assessment 
revenue is divided among eight special funds, one of which is the Restitution 
Fund that supports the vac Program. The majority of the revenue 
enhancement options proposed by the board could reduce the revenue 
available to the seven other special fund programs that rely on penalty 
assessment revenue. This is because this revenue source may be approaching 
its maximum or peak revenue-generating capacity ... 

Although the board is proposing increases in restitution fines and not 
penalty assessments, bo th are imposed onthesame persons and an increase 
in the restitution fines could result in reducing penalty assessment revenues, 
for the following reasons. First, there is an indication that judges may 
compensate for restitution fine increases by reducing the base fines, and 
consequently the penalty assessment, so that the "total bill" for guilty parties 
remains constant (or does not increase as much as expecte,d) . .In addition, an 
increasing percentage of persons required by courts to pay base fines and 
assessments are "working off" their debt by spending time in . county jail 
because of their inability or unwillingness to pay the base fines and assess
ments. Since payment of the restitution fine cannot be "workedoff" through 
jail time, increasing the restitution fine may increase the inceritive for 
pers~n~ to work off the base fines and assessments. 

Analyst's Comments. Our analysis indicates that the Legislature should 
consider acombination of revenue enhancements and cost containment 
proposals tobring resources.and expendituresfor the vac Program into 
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line. However, given (1) the size of the potential shortfall ($50 million in the 
budget year, or 37 percent of anticipated expenditures) and (2) the interactive 
nature of many of the revenue enhancement options and the potential 
negative consequences that these options could have on revenues to other 
funds, we believe that the Legislature will have to rely primarily on cost 
containment·options. Our preliminary assessment indicates that several of 
the options identified by the board have merit, such as the me~ical fee 
schedule, and could facilitate the administration of the program. 

Oue to the magnitude of the shortfall and the major changes to the 
program that will have to be considered by the board and the Legislature, 
we recommend that the board report prior. to budget hearings on the status 
of the VOC Program. Specifically, the board should provide (1) the most 
recent revenue projections for the Restitution Fund, (2) an update on the 
funding shortfall for the current and budget years, (3) a status report on the 
adoption of a medical fee schedule, (4) the revenue and cost containment 
changes being considered to reduce ór eliminate the funding shortfall, and 
(5) the impacts of these changes on victims of crime and on other special 
fund programs receiving penalty assessment revenue; 

Commission on State Finance 
Item 8730 

General Program Statement 
The Commission on State Finance prepares various revenue, expenditure, 

and economic forecasts. These include quarterly forecasts of General Fund 
revenues, expenditures, and the surplus or defiCit, and an annuallong-term 
forecast of General Fund revenues and expenditures over a lO-year period. 
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COMMISSION ON STATE FINANCE-Continued 

Overview of the Budget Request 
Th'e budgetproposes no workload or program changes for the commission. 

The budget proposes an appropriation of $843,000 from the General Fund 
·for support of the commission in 1992-93. This is the same amount as 
estimated current-year expenditures . 

. Th~ commission, along with many other departments, has been subject to 
a .variety of reductions over the last several years. Among these is an 
unallocated reduction of 11 percent from the General Fund in 1991-92. This 
reduction is proposed to be carried over into 1992-93. In our companion 
document, The 1992-93 Budget: Perspectives and Issues, we discuss the impact 
ofthese reductions on various departments. 

Commission on California State Government 
Organization and Economy 

Item 8780 

General Program Statement 
The Commission on California State Government Organization and 

Economy conducts program reviews, hol ds. hearings, and sponsors 
legislation to promote efficiency in state ~overnment. 

OverView of the :Budget Request 
'Thebudgei proposes no workload or program changes for the commission. 

The budget includes expenditures of $535,000 ($533,000 from the General 
Fund and $2,000 from reimbursements) for support of the commission in 
1992-93. This represents no net increase above current-year expenditures. 
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The commission, alóng with many other departments, has been subject to 
a variety. of reductions over the past several years. Among these is an 
unallocatéd reduction of 13 percent from the General Fund in 1991-92. This 
reduction is proposed to becarried over into 1992-93. In ourcompanion 
document, The 1992-93 Budget: Perspectives and Issues, we discuss the impact 
of these reductions on various departments. . 

Memberships in Interstate Organizations 
Item 8800 

General Program Statement 
The budget provides funding in this item for state membershipin 11 

interstate organizations. They are: 

• Council of State Governments. 
• National Conference of State Legislatures. 
• Western States Legislative Forestry Task Force. 
• Pacific Fisheries Legislative Task Force. 
• Governmental Accounting Standards Board. 
• State and Local Legal Center. 
• National Governors' Association. 
• Council of State Policy and Planning Agenc~es. 
• Coastal States' Organization. 
• Western Governors' Association. 
• National Center for State Courts. 

Overview of the Budget Request 
The budget proposes funding this item at the current-year level, except for 

incre.ased assessments for membership in various interstate organizations. 

The budget proposes expenditures of $1.2millionfrom the General Fund 
for memberships in interstate organizations. This is about $53,000, or 
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ME~J;lERSHIPS IN INTERSTATE ORGANIZATIONS-Continued 

is perce~t, Il}~rë tha~. estimatedcurr~nt-year expenditures. The increase 
primar,ily~,reslllts fromincreases in the.state's assessments for memberships 
ins~Y(i!ral of the. organizations, such as the Council of St~te Govemments 
and the National Conference of,State Legislatures. 

·,C()mmission onthe'Statusof Wamen 
. Item 8820 

General Program Statement 
" ThE!COIl}.!llission onthe.5tatus pf Women advises tl;le Legislature and the 
Govemor on matters that affect women. To do this, the commission: 
(1) examines all legislative bills introduced that affect women's rights or 
interests, (2) maintains an information center on the needs of women, 
(3) consults with organizations working to assist women, and (4) studies 
women's educational and employmentopportunities, civil ~md ,political 
rights, and factors shaping the roles assumed by women in society. The 
commission also adminisfers the Displaced Homemaker Emergency Loan 
Program, a $1 million loan guarantee program that provides temporary 
emergency assistance to individuals who have been widowed, divorced, 
abandoned by, or separated from their spouse. 

Overview of the Budget Request 
The proposed commission budget is essentially a'"!orkload budget •. 

. Thebudg~t proposes spenciing $613,000 fr?m the General Fund, the 
Displaced Hotn~ll1a:ker Emergency' Loan Fund, and reimbutsements fpr the 
support of the commission in 1992-93. This is an inci'ease of $5,000, or O.S 
percent, above.est,imated current-year expenditures.The proposed increase 
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reflects antidpated reimbursements from the sale o( several cómiÏii~sion~ 
sponsored publications. 

.. The commission, along with many other departme~~s, lias bee~subject to 
a va.rietyof leductions over the past several year~.Amo,ng ,these is, ,!-11 

unallqcated reduction of 11 percent from the General F\lnd in 19n-92. (This 
reduction is 10 percent of the department's tota1J.:mdget from all funds.) 'J1Us 
reduction is proposed to be carried over into 1992-93. In our companion 
document, The 1992-93 Budget: Petspectives and Issues, we discuss the impact 
of these reductions on various departments . 

. , 

California Law Revision Commission 
Item 8830 

General Program Statement. 
The California Law Revisiorï Commission, which consistsof 10. me~bé~s, 

stUdies areas of statutory and decisionál law th~t the Législatur~i by 
concurrent resolution, requests the commission to review for the jjurpose of 
recommending substantive and procedural reforms. 

Overview of the Budget Request 
' .. ~ '. 

The budget proposes no workload or program changes for the commission. 

The budget proposes expenditures ,?f $553,000 from,the Ge~e~~l~\l~d by 
the commission in 1992-93, which is the same as the _estimated expen«:htu,res 
for the current year. In 1992-93, tl1ecommission will conti,nue tó~ork, pn a 
revised state administrative procedures act, on probate l~w, ~nd.draftil)g. a 
new Family Code. . .. 
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CAUFORNIA LAW REVISION COMMISSION-Contlnued 

In the current year, the commission's budget was subject to an 
unallocated reduction of $77,000, or approximately 12 percent. This reduction 
is proposed to be 'canied over into 1992-93. In our ccimpanion document, The 
1992-93 Budget: Perspectives and Issues, we discuss the impact of linallocated 
reductiorts on various departments. 

Commission on Uniform State Laws 
Item 8840 

General Program Statement 
The Commission on Uniform State Laws, which consists of 10 members, 

sponsors the adoption by California of uniform codes and statutes developed 
by the National Conference of Commissioners wherever compatibility with 
the lawsof other. jurisdictions is' considered desirabie.. 

Overview of the Budget Request 
The budget proposes the same appropriation in the budget year as in the 

current year for this item. 

The budget proposes expenditures of $107,000 by the commission in 1992-
93. Although this is the same amount appropriated for the commission in the 
1991 Budget Act, it reflects a. $22;000, or 17 percent, decrease in total 
experiditures from 1991-92 due to the reappropriation in 1991-92 of $22,000 
from the prior year. . , 
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Department of Finance 
Item 8860 

MAJOR ISSUES 

~. The budget propbses to refinanee $1.2 billion of lease-
· payment bonds to obtain a totalof $190 mUlion In 

General Fund savings in 1991-92 and 1992-93. In the 
long-term, however, this proposal could resuit in an 

· average Inerease of abo6t $20 million In annual Gener
al Fund.debt seNiee costs (beginhing In 1994.;.95) and 
a net toto I eost to the state, over the 20-year period of 
the bonds, of more than. $300 million. .. . .. 

Findings and Recomm.endafions Analysis 
Page 

1. Refinancingof $1.2 Billionof Lease-Payment Bonds. Recom-. 64 
· mendthat prior to budget hearings, the Department of 
Finance report to the Legislature on the status and financial . 
details of the proposal to refinance $1.2 billion of lease-
payment bonds. . .. 

2. Information Needed on Lease-Payment Bond Costs. Recom- 65 
mend that the department report to the Legislature during 
budget hearings on (1) why information on lease-payment 
bond costs requested by the Legislature in 1990-91 has not 
been incorporated into the Governor's Budget document and 
(2) the use of $9 million from the General Fund for admin
istrative and insurance costs. 
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DEPARTMENT OF FINANCE-Contlnued 

General Program Statement 
The Department of Finance advises the Governor on the fiscal condition 

of the state, assists in developing the Governor's Budget and legislative 
programs, evaluates the operation of state programs, and provides economic, 
financial, and demographic information. In addition, the~~partment 
oversees the operation of the state's accounting and reporting systems and 
coordinates the state's use of information technology. 

Overview of the Budget Request 
The proposed Department of Finance budget is essentially a workload 

budget. 

The budget proposes expenditures of $28.6 million by the Department of 
Finance for 1992-93. This amount includes an appropriation of $24.9 million 
from the General Fund and $3.7 million in reimbursements from special 
funds or accounts. The proposed expenditures are $3.7 million, or 11.5 
percent, less than estimated current-year expenditures primarily due to 
deletion of one-time costs associated with mandated audits of state and local 
programs. 

This department, along with many other departments, has been subject 
to a variety of reductions over the past several years. Among these is an 
unallocated reduction of 13 percent from the Genera.! Fund in 1991-92. This 
reduction is proposed to be carried over into 1992-93. In ourcompanion 
document, The 1992-93 Budget: Perspectives and Issues, we discuss the impact 
of these reductions on various departments. 

Analysis and Recommendations 

Refinancing of $1.2 Sillion of Lease-Paymenf Bonds 

We recommend that, prior to budget hearings, the Department of Finance 
report to the Legislature on the status and financial details of the proposal 
to refinance $1.2 billion of lease-payment bonds. . 

The Governor's Budget proposes to refinance $1.2 billion of outstanding 
lease-payment bonds (also referred to as lease-revenue bonds or Public 
Works Board bonds). The administration estimates that this will resuIt in 
General Fund savings of $175 million in the curreht year and $15 million in 
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the budget year. This refinancing proposal does not require legislative 
authorization. The refinancing entails issuing new lease-payment bonds in 
the current year and using the proceeds to pay off the debt service on the 
current outstanding lease-payment bonds. Uponrefinancing, about $130 
million held for a three-payment reserve for the current bonds would be 
transferred to the General Fund. The additional estimated General Fund 
savings of $45 million in the current year and $15 million in the budget year 
is the net result of eliminating debt payments on the current bonds and 
postponing debt payments on the new bonds into later years: 

According to information from the State Treasurer's Office, this proposal 
would resuit in significant net costs to the state. The Treasurer's Office 
advises that thestate's annual General Fund debt services costs would 
increase by an average of about $20 million beginning in 1994-95 and the net 
total cost to the state over the 20-year period of the bonds, would éxceed 
$300 million. (In net present value terms (that is, 1992 dollars), the plan 
would cost the state nearly $18 million.) The actual cost incurred by the 
state is dependent upon the final terms of the refinancing package. 

In our view, the proposal raises two major concerns. First, in effect the 
refinancing plan involves the use of long-term debt to pay part of the state's 
ongoing operating costs rather than capital outlay. The use ofbond proceeds 
is an inappropriate source for financing the state's day-to-day operating 
costs. Second, the proposal would resuit in a substantial cost to the state. In 
view of·· these concerns,and because this refinancing does not require 
legislative authorization, we recommend that, prior to budget hearings, the 
Department of Finance report to the Legislature on the status and specific 
financial details of the proposal. 

Information Needed on lease-Payment Bond Costs 

We recommend that the department report during budget hearings on (1) 
why it has not provided specified information about the costs of lease
payment bonds in the Governor's Budget and (2) the administrative and 
insurance costs associated with lease-payment bonds. 

Lease-payment bonds are one of the two types of bonds used by the state 
to finance its infrastructure needs. This type of bond is not backed by the 
full faith and credit of the state as are generalobligation bon ds. As aresult, 
lease-payment bonds generally are more costly than generalobligation bonds 
due to slightly higher interest rates and additional costs such as insurance. 
The debt service (that is, principal and interest) for these bonds is paid from 
the General Fund (usually through annuallease payments made by the state 
agency using the facility). 
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In the Supplemental Report of the 1990 Budget Act, the Legislature stated its 
intent that the Department of Finance provide additional information in the 
Govemor's Budget, beginning with the 1991-92 budget, on the state'scosts 
associated with lease-payment bonds. The Legislature requested the depart
ment to do the following: 

• Summarize, ill. table form, !=Urrent-year and budget-year General Fund 
appropriations for lease-payments bonds, by department and by 
character ofexpenditure . 

• Irt the sa~e format, provide ~stimates of the General Fund payments 
anticipated in the current year, budget year, and three subsequent 
fiscal years for lease-payment bonds already authorized by the Legisla

. ture, and those proposed in the budget. 

The Govemor's Budget display for lease-revenue notes and bonds (page 
GG 170), however, remains unchanged and shows orily a summary by 
. department of current-:year and budget-year lease payments for bonds that 
are otitstanding or proposed in the budget. 

Unspecified Administrative and Insurancë Costs. In addition to .the debt 
service costs, the budget display identifies $9.0million in administrativeand 
insurance costs associated with the lease-payment bonds~ The department, 
however, has beent,mable to identify either the separate amounts attributable 
to admiRistrative and insurance costs or what specific administrative 
functions would be financed with these funds. 

In view of the prior legislative request and the lack of specificity for $9 
million in General Fund expenditures, we recommend that the department 
report during budget hearings, on (1) why it has not provided the informa
tionreq~ested by the Legislature and· (2) the use of funds for administrative 
and insurance purposes. 
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Commission on State Mandates 
. Item 8885 

General Program statement 
The· Commission on 5tate.M,anctates is responsible for determining 

whether local agency claims for reimbursements of state-mandated local 
costs ~hould be paidbythe state. If the comtpission determines that a statute 
or executive order contains a reimbursable mandate, the commission 
develops an estimate of the state':Vide cost of the mandated program and 
includes this estimate in a semiannual report. Af ter receipt of this report, the 
Legislatureappropriates funds in a claims bill to pay the newly approved 
mandates. 

Overview. of the Budget Request 
The budget proposes to make loeal government eomplianee with 30 

mandates optional in the budget year. 

The budget proposes an appropriation of $312.3 million from the General 
Fund. This is an increase of $22,000 above estimated current-year expendi
tures. The increase is primarily the resuIt of the budget's inclusion of $127.2 
million in funding (to be appropriated in pending legislátion) for mandates 
recently approved by the commission. The budget appropriation includes 
funds for both the 1992-93 costs of these mandates and for prior-year 
deficiencies. This proposed increase in payments for recently approved 
manda,tes is offset by (1) a proposal to make nine additional mandates 
optional for 199~-93, bringing the total number of optional mandates~ to 30, 
(2) completion of a three-year mandate payment obligation, set Eorth in the 
Govemor's veto message of Chapter 1485/88 (AB 2763, Vasconcellos), and 
(3) various reductions in the cost of other mandates. 
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COMMISSION ON STATE MANDATES-Contlnued 

This commissioh;along with Imlny other stateagencies, has been subject 
to a variety of reductions over .the past several years. Among these is an 
unallocated reduction of 12 percent from the commission's administrative 
budget in 1991-92. This reduction is proposed to be carried over into 1992-93. 
In o~ compani()n document, The 1992-93 Budget: Perspectives and Issues, we 
discUs~ 9te impact of these reductions on variousdepartments. 

Analysis"and Recommendafions 

Review of Mandates Funded in the 1991 Claims Bill 

Chapter 266,Statutes of 1991 (SB 174, Alquist), recogniZed new state 
funding obligations for seven statutes found by the commission to contain 
state-reimbursable local mandates. These mandates are identified in Table 1. 
Chapter 266 appropriated a total of $55.1 million for the 1991-92 costs of 
these mandates. 

(' 

, Chapter 1256, Statutes of 1980 (SB 90, Russell), requires the Legislative 
Analystto report ,each year on any previously unfundedsfate mandates for 
which the Legislature appropriatedfunds during that fiscal year~ ,This 
measurealso requires,the Analyst to make recommendations as to whether 
each df'these rilandátes shou,ld be modified, repealed or made permissive. 
The criteriaused in evaluating these manaates are:, " 

, , ., Has the statute resulted i~ a Dl~ndate by requiring local go~em~ents 
to establish a new program or provide an increased level of service?, 

• Does the mandate serve a statewide interest, as opposed to primarily 
a local interest that can be served through local action? For,éxani.ple, 

, are the benefits of the program concentrated within a, particular 
jurisdiction,or are the interests of state resident~ in general served by 
the mandate? Does the mandate address a problem of statewide 

,', ·magnitude? 

, • 'Has coinpliance with the manda,te achiev~4 resu1t~ that are consistel\l 
with the Legislature's intent and'expectaUons? 

, ~ Are the benefits produced by the mandate worth thecost? ' 

'. Can the goal of tlle'n:landate be achieved through less costly mea~? 

Consistent with the requirements ofChapter 1256, we have reviewed the 
mandates ' identified in Chapter 266; The results of our review are summa-
rized in 'Tablet. ' 
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Legislative Analyst's Office (LAO) Recommendations on 
Claims Funded in 1991 Claims Bill 
1992-93 

(In thousands) 

1. Ch 11 07/84-Removal $3,000 
of Chemicals 

2. Ch 1376/87-Credential 630 
Monitoring 

3. Ch 980/84-Court Audits 748 
and Fine· Proration 

4. Ch 1286/85-Homeless 
Mentally III 

5. Ch 1327/8~ 
Short-Doyle Targeted 
Supplemental Fund 

6. Ch 1393118, eh 328/82, 
Ch 1594/82, Ch 1327/84-
Mental Health Quality 
Assurance 

7. Ch 1422182-Permanent _0 

Absentee Voters . 

• Source: Department of Finance. 

Maintain . Statewide interest in promoting 
public safety. 

Eliminate or Statewide interest In ensuring that 
modity by re- teachers are properly qualitied. 
ducing fre-
quencyof 
crede~tial re-
views. 
Maintairi Statewide interest in ensurlng the 

collection and disbursement to the 
state and courts of certai;, reve

No Recom
mendation 
No Recom
mendation 

nu es from tines and penalties. 
One-time costs only. Require
ments ot mandate complete. 
Mandate eliminated as part of re
alignment. 

No Recom- Mandate eliminated as part of re-
mendation alignment. 

Maintain Statewide interest in voter partici
pation. 

For a more complete discussion of this mandate and our recommendation, please see our analysis of 
Item 6360.' . 

C Proposed for optional status in 1992-93, otherwise the Department of Finance projects costs to be 
$300,000. . . 

As Table 1 shows, we recommend maintaining three of the mandates 
fund ed in 1991 because they serve a statewide interest and have reasonable 
costs. We also recommend either eliminating or modifying one additional 
mandate - credential monitoring. (For a discussion of this mandate, please 
see Item 6360.) Finally, we make no recommendation on the remaining three 
mandates because they were one-time in nature - or they were eliminated 
through legislation implementing the realignment of state and local 
responsibilities regarding community-based mental health and AB 8 county 
health services programs. 
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COMMISSION ON STATE MANDATES-Continued 

Budget Proposesto .Make 30.Mandates Opfional 

The budget proposes to make atota! of 30 previotisly funded m'andates 
optional in 1992-93 -. for a savings of $51.6 million. Nine of these 30 
mandates were funded in the current year. The remaining 21 mandates were 
made optional in the current year, through provisions in the 1991 Budget 
Act. Our review of the 30 mandates proposed for optional status indicates 
that they represent a wide varietyof programs - except K-14education . 
. Although oVer 80 percent of thecommission's mandate claims are for 
educational programs, no education-related mandate (all pf which count 
toward the Proposition 98 funding guarantee) is proposed for· optional 
status. 

We discuss the nine currently fund ed and 21 currently optional mandates 
separately below. . 

Nine New Optional Mandates. Table 2 identifies the nine mandates pro
posed for optio;nal status in 1992-93 and summarizes ourrecommendations. 
As Table 2.indicates, our analysis indicates that four of the nine mandates 
serve a slatewide interest and have reasonable costs. In addition, two other 
mandates -:- Voter RegistrationProcedures and Regional Housing Needs
serve statewide interests and could be funded at reduced levels without a 
dimimition in statewide benefits.· 

While our analysis indicates that these six mandates merit retention, due 
to the state's fiscalcondition, we do not recommend that this item be 
augmented to provide funding to make these mandates operational in th~ 
budget year. In addition ~o the nine. mat:ldates the Governor proposes to 
make optional, there are. three other mandate programs which we have 
previously recommended for repeal which are not included in the 
Governor's propos al. These mandates and our rationale are identified in 
Table 3. Repealing these three mandates - or making them optional in the 
budget year - would,result in $3.4 million in savings to the, General Fund. 
These savings could be use.d to offset the cast ofma~ing some of thesix 
mandates shown in Table 2 operationaI- or to fund high priority programs 
elsewhere in the budget. 
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Legislative Analyst's Office (LAO) 
Recommendations on Governor's 
Mandate Proposal To Make Nine 
Additional Mandates Optional 
1992-93 ". 

1. Ch 1399176-Custody $3,200 Maintain 
of Minors 

2. Ch 913179-Domestic 1,000 Aepeal or make 
Violenee Divérsion optional 

3. Ch 1609/84-Domestic 5,800 Aepeal or make 
Violence optional 

4. Ch 704175-Voter Aeg- 1,200 Máihtain in part -
istration Procedures fund at $720,OOOb 

5. Ch 1422182-Perma- 300 Maintain 
nent Absentee Voters 

6.Ch 1143/80-Aegional 1,200 Maintain, but fund 
Housing Needs at $600,OOOe 

7. Ch 1330176-Local 1,10Ó Mainlain 
Coastal Plans 

8. Ch 1131175-Mineral 300 Maintain 
Aesource Policies 

9. Ch 1123177-Adult 2,600 Aepeal or make 
Felony Aestitution .optional 
Total $16,700 

• Sou ree: Department of Finance. 

Statewide interest in uniform 
enforcement of child custody 
orders. 
Compliance not achieving 
results Legislature intended. 
High cost relative to state-
wide benefit. 
Statewide interest in uniform 
voter registration~· 
Statewide interest in voter 
participation. 
Statewide interest in assur-
ing adequate housing . stock. 

Statewide interest in coastal 
protection·arid preserving 
public access. . 
Statewide interest in consis-
tent and appropriate mine ral 
r~source conservation poli-
cles. 
Local governments likely to 
comply without mandate. 

b Repeal requirement for county outreach, as services are not uniform statewide. Savlngs from this 
repeal estlmated to be about $480,000. . 

cOur analysls Indicates that the cost of this mandate is a statutory live-year schedule 
of housing element due dates. Because the neX! Is not due until July 1994, 
the cost of this mandate will be relatively low in 1 $600,000. 
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2. Ch 494179-Handicapped 
Voter Access 

3. Ch,84517&-Fiiipino Employee Surveys 

Total 

227 

13 

$~;403 .. ' 

dtem 8885 

High cost relatlve .to benefit of 
convenience.· I, 

Benefits iimited giverifederal law . 
requiring all voting places for feder
al elections be accessibie to the 
handicapped. 
Benefits limited.Need for survey 
unciear. Data over last decade 
indicate no under-representation of 
Fiiipinos in govemmental . 
workforce. 

Twenty-One Existing Optional Mandates. Most of the mandates in this 
category have been optional for.two.years now, having first been made 
optional by t~e 1990 J3udget Act and related legislation (eh 459/90). The 
budget proposes to continue the optional status of these mandates in 1992-93. 
Although our analysis indicates that several of these mandates serve 
statewide purposes and have reasonable costs (please see our discussions in 
the Analysi~ of the 1990~91 Budget Bill, pages 1161-1162, and the Analysis of the 
1991-92 Budget Bill, page 1169), given the state's fiscal condition and the 
Legislature's actions over the past two years regarding these mandates, we 
do not recommend that this item be augmented to make these mandates 
operational. However, should the Legislature wish to have some of these 
mandates operational in the budget year, the Legislature could repeal ~ or 
make optional- the mandates identified in Table3. The resuIting savings 
could offset the cost of making other mandates opera'tionál. .. . 

. . 

,-;,', 
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Office of Administrative Law 
Item 891'0 

General Program Statement 
The Office of Administrative Law provides executive branch review of all 

propos ed regulations promulgated by stateagencies in order to reduce the 
number and improve the quality of such regulations. The office carries out 
its responsibilities' through four basic .functions: (1) review of new regula
tions, (2) review of h1.formal regulations (including administrative guidelines, 
roles, orders,bulletins,or standards), (3) publication of the California 
Regulatory Notice Register, and (4) maintenance of the California Code of 
Regulations. 

OveiView of the Budget Request 
The budget proposes no workload or program changes for the office. 

The budget proposes total expenditures of $2.8 milliorito support the 
a~tivities of the office in 1992-93. The propos,ed expenditures include a $2.6 
million appropriation from the General ,Fund and $200,000 in ,rehnburse
ments. This represents no net increase above current-year expenditures. 

,This office"al~mgwith many other departments, has been subject to a 
variety of reduct~ons over the past several years. Among these. is an 
unallocated reduction of about 17 percent from the General Fund in 1991-92. 
This reduction is proposed to be carried over into 1992-93. In our companion 
document, The 1992-93 Budget: Perspective$ and Issues, we discuss the impact 
of these reductions on various departments. 
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Department of Economic Opportunity 
Item 8915 

General Program Statement 

Item 8915 

The Department of Economic Opportunity (DEO) administers both the 
Low-Income Home Energy Assistance·Program (LIHEAP) and the Communi
ty Services Block Grant (CSBG). The LIHEAP block grant provides cash 
grants and weatherization services that assist low-income personsjn meeting 
their energy needs. The CSBG provides funds to community action agencies 
for programs intended to assist low-income households. In addition, the 
DEO plans, coordinates, and evaluates programs that provide services to.the 
poor and advises the Governor on the needs of the poor: 

Ov.erview· of the Budget Request. 
The budget proposes a significant reduction in funding for the DEO due 

to the completion of projects supported witlt federal funds and Petroleum 
Violation Escrow Account (PVEA) funds. ' 

The budget proposes expenditures of $105.2 million from various funds 
($76,000 from the Genera( Fund) for programs administered by the 
department in 1992-93. This is a net decrease of $43.4 million, or 29 percent, 
below estimated current-year expenditures. This decrease is primarily due 
icnhe carry over of federal funds from: the prior to the current year. . 

The department's proposed budget inc1udes $966,000 from the PVEA for 
new LIHEAP weatherization projects and $1 million in reimbursements. 

This department, along with many other departments, has been subject 
to a variety of reductions over the past several years. Among these is an 
unallocated reduction of 12 percent from the General Fund in 1991-92. (This 
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reduction is 0.1 percent of the commission's tota! budget from all funds:) 
This reduction is proposed to be carried over in 1992-93. In our companion 
document, The 1992-93 Budget: Perspectives and Issues, we discUss the impact 
of these reductions 011. various departments. 

Reappropriation 

This item reappropriates LIHEA block grant, Department of Energy, 
CSBG, and PVEA local assistancé funds. The item allows the DEO to carry 
forward into 1992-93 alliocal assistance funds for energy programs and 
CSBG programs that are unexpended in the current year. Without this 
language, the DEO would be required to notify the Legislature of its intent 
to carry over these funds through the process established by Section 28 of 

• the Budget Bill. 

In general, the department will use these funds for the same programs in 
1992-93 that these funds support in the current year. 

Military Department 
Item 8940 

· General Program. Statement 
The func.tions of the Military Department are to: (1) protect the lives and 

property of the people of California during periods of natural disaster and 
civil. disturbances, (2) perform other duties required by the California 
Military and Veterans Code, or as directed by the Governor, and (3) provide 
military un.its ready for federal mobilization. The department consists of 
three major units: the Army National Guard (22,347 authorized officers and 
• enlisted personnel), the Air National Guard (5,723 authorized personnel), 
· and the Offic,e of the Adjutant .General. 
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MILITARY DEPARTMENT-:-:-Continued 

Overview of.the Budget Request 
The budget proposes no significant workload or program changes for the 

department. 

The budget proposes the expenditure of $403.9 million for support of the 
department in 1992-93. The proposed 1992-93 budget is approximately $26.9 
million,or 7.1 percent, more than the estimated current-year expenditures. 
This increase is primarily attributable to an iricrease in the federally adminis
tered portion of the Army and Air National Guard. 

Military Department 
Budget Summary 
1990-91 through 1992-93 

Expenditures 
Army National Guard 
Air National Guard 
Adjutant General 

undistributed 
(distributed) 

Miiitary support to civii authority 
Miiitary retirement 
California Cadet Corps 
State Miiitary Reserve 
Farm and Home Loan 
IMPACT 

Totals 

General Fund 
Anny Discretionary Improvement Fund 
Federal Trust Funds 
Other Federal Funds 
Reimbursements 

General Fund share of total 

Personnel-Years8 

• State employees 

$241,618 
115,892 

2,300 
(5,921) 

767 
2,312 

415 
257 
24 

$22,133 
73 

21,565 
319,500 

2,503 
6.1% 

638.9 

$247,900 $270,446 9.1% 
121,048 125,855 4.0 

2,400 2,700 12.5 
. (5,747) (5,401) -6.0 

1,123 813 . -27.6 
2,590 2,557 -1.3 

205 198 -3.4 
190 189 -0.5 
18 18 

1 1 107 -27.9 

$377,009 $403,883 7.1% 

$19,596 $19,281 -1.6% 
120 150 25.0 

24,114 24,961 .. 3.5 
331,200 357,763 8.0 

1,979 1,728 -12.7 
5.2% 4.8% 

556.3 505.7 -9.1% 
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The budget inc1udes $382.7 million in federal funds for expenditure in 
1992-93. Of this amount, only $24.9 million is appropriated through the 
Budget Bill. The remainder ($357.8 fuillion) is administered directly by the 
federal govemment. Table 1 displays the expenditures and staffing levels 
(state employees only) for the department from 1990-91 through 1992-93. As 
the table shows, the General Fund share of the department's total expendi
tures is 4.8 percent in 1992-93. 

This department, along with many other departments~ has been subject 
to a variety of reductions over the past several years. Among these is an 
unallocated reduction of 15 percent from the General Fund in 1991-92, or 
about 1 percent of the department's total budget from all funds. The current
year reduction is proposed to be carried over into 1992-93. In our companion 
document, The 1992-93 Budget: Perspectives and Issues, we discuss the impact 
of these reductions on various departments. 

Capital Outlay 

The Góvemor's Budget proposes an appropriation of $3 million in Item 
8940-301 for capital outlay expenditure in the Military Department. Please 
see our analysis of that item in the capital outlay section of this Analysis, 
which is in the back portion of this document. 

MAJOR ISSUES 

lax Relief 
Item 9100 

~ Homeowners' and Renfers' lax Relief. Governor's 
proposal ignores historical linkage between homeown
ers' and renters' tax relief programs. 
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T AX RELIEF-Continued 

Findings and Recommendations AnaJysis 
Page. 

79 

. , 

1. Eliminate Homeowners' and Renters' Tax·Relief Programs. 
Reéommend that the· Legislature place a constitutional 
amendment on the November 1992 ballot to eliminate the 
Homeowners' Exemption and enact legislation to eliminate 
the Renters' Credit, contingent upon passage of the ballot . 
measure . 

General Program Statement 
The state provides local property tax relief, both as subventions to local 

govemments and as direct payments to eligible taxpayers, through seven 
different programs. The two largest are the Homeowners' Property T~x 
Relief (Homeowners' Exemption) and Renters' Tax Relief (Renters' Credit) 
programs, accounting for 90 percent of expenditures on tax relief. 

Overview of the Budget Request 
The proposed budget for Tax Relief programs reflects the elimination of 

the Renters' Credit program. 

The budget proposes expenditures of $432 million in 1992-93, which is 
about $366 million, or 46 percent, less than estimated current-year expendi
tures. The majority of this reduétion is attributable to the elimination of the 
Renters' Credit program ($369 million). The budget proposes modest 
reductions in the Senior Citizens' Property Tax and Renters' Tax Assistance 
programs as weIl, corresponding to the declining levels of participation in 
these programs. Partially offsetting these decreases are modest increases in 
the Homeow~ers' Exemption program, the Senior Citizens' Property Tax 
Deferral program, and Subventions for Open Spa ce. Table 1 summarizes, by 
program, the expenditures for Tax .Relief from1990-91 through 1992-93. 
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Tax Relief 
Budget S'ummary 
1990-91 through 1992-93 

(dollars In thousands) 

Expenditures 
Senior Citizens' Property 

Tax Assistance 
Senior Citizens' Property 

Tax Deferral Program 
Senior Citizen Renters' 

Tax Assistance 
Homeowners' Exemption 
Subventions for Open. Space 
Renters' Credit 
Substandard Housing 

Totals 

General Fund 

$3,252 

9,115 

16,713 
355,043 

13,564 
561,928 

$959,908 

Analysis and Recommendations 
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$2,804 $2,278 -18.8% 

10,080 12,000 19.0 

14,347 11,707 -18.4 
358,250 361,800 1.0 

13,920 14,400 3.4 
399,000 30,000 -92.5 

380 288 -24.2 
$798,781 $432,473 -45.9% 

-45.9% 

Homeowners' and Renters' lax Relief No longer Needed 

We recommend that the Legislature place a constitutional amendment on 
the November 1992 ballot to elimiuate the Homeowners' Exemption 
program, and en act legislation to elimiuate the Reuters' Credit, contingent 
upon passage of the ballot measure. 

The Homeowners' Exemption program grants a $7,000 property tax 
exemption on the assessed value of owner-occupied dwellings,and requires 
the state .to reimburse local governments for the resuIting tax loss. The 
exemption n~duces the typieal homeowner's taxes by about $75 annually, 
which is theamount that otherwise would be owed on the $7,000 exemption 
at the statewide average property tax rate of 1.07 percent (including debt 
levies). The Governor's Budget propos es an expenditure of $362 million on 
this program in 1992-93. 
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In its current form, the Renters' Credit program provides "reiqndable" tax 
credits to low- and moderate-income Californians who rent ~he~r principal 
place of residence for at least six months in a tax year. The credit is applied 
first to any income taxes due, withany balance paid directlyto the renter. 
Persons with no income tax liability must file a return to receive the td 
relief. The amount. of the credit is $60 for single renters and $120 for married 
couples,heads ofhouseholds, and surviving spouses. The anml~Ll)Udget 
appropriationfor this program funds both the revenue loss dué to the 
reduêtion of .tax liability and the payments in excessof tax liability. The 
,program is administered by the Franchise Tax Board (FTB). 

Historical Background. The Homeowners' and Renters' Tax Relief 
programs were established to mitigate rapid ly rising property taxes ,in the 
late '1960s and early 1970s. The Homeowners' Exemptionprogram was 
established by Proposition lA (SCA 1, Res. Ch 9, 1968 First Extraordinary 
Session) in 1968 to provide homeowners with direct property tax relief. 
Recognizing that renters also pay prciperty taxes indirectly through their 
rental payments, the Legislature simultaneously passed companion 
legislation which extended tax relief primarily to renters. Specifically,this 
legislation, Ch 1/68 (SB 8, Miller), doubied the personal income táx standard 
deduction, which most renters used to calcula te their income tax liabilities. 
This legislation was contingent upon the voters' passage of Proposition lA, 
establishing the homeowners' exemption, . 

The modern Renters' Credit program was one element of a comprehensive 
property tax reform package, Ch 1406/72 (SB 90, Dills), passecl by,.the 
Legislature in 1972. Among other changes, this legislafion increased 'the 
Homeowners' Exemption to its current level ($7,000) and placed limitson 
property tax rates. It also created the Renters' Credit program by establishing 
specific credits which renters could use toreduce their:income taxliability. 

Eligibility for Renters' Credit Li;;'it~d in 1991-92. 1\s part of the 1991-92 
budget agreement, eligibility for this program. was limited to persons with 
incomes below certain levels. For renters whose filing status is joint, head of 
household, or surviving spousés, the annual incomelimit is $41,000. For 
single taxpayers, the income limit is $20,500. These incoine restrictlons are 
indexed for inflation each year. This eligibility restrietion is effective in the 
1991 tax:year and terminates on December 31,'1995: This restriction reduced 
thestate's current-year expenditures on thisprógram by anestimated $135 
million. 

G~vernor Proposes to Eliminate the Program. In his budget, the Governor 
propos es to eliminate the Renters' Credit program, beginning with the 1992 
tax year. The proposal is contingent on the enactment of legislation which 
is needed to eliminate the program. The budget does not offer a policy 
rationale for this proposal, but rather justifies it "as a part of the 
Administration's plan to bridge the state budgetary funding gap." In order 
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to pay outstanding claims for tax year 1991, the Governor's Budget requests 
an appropriation of $30 million in 1992-93. The Department of Finance 
projects that expenditutes will not be requiredfor this program af ter 1992-93. 

, N~ed for AnyGeneral Property Tax !lelief Programs Has Diminished. our 
analysis indicates that there are betterreasons .to eliminate both the 
Homeowners' and Renters' Tax Relief programs. These include: 

• The Relief Provided Has DiminishedOverTime. The $7,000 property 
tax exemption granted to hdmeowners provides significantly less 
property tax relief than in years past. The exemption reduced the 
property tax on a median-priced home in 1972 by over 24 p~rcent. In 
contrast, for homes purchased since 1988, the exemption has reduced 
the property taxon median-:pric:ed homes by roughly 3.6 percent; The 
relative significance of the exemption is decreasing because home 
prices (and, therefore,. proper ty tax liabilities) have substantially 
increased in the past 20 years; Similarly, fhe Renters' Credit provides 
less property tax relief than in earlier years. Census data indicate that, 
in 1980, Renters' Credit reduced. the median annu~l rent payment for 
singles by2 percent and for márrled touples and heads of households 
by 4.5 percent. For tax year 1990, however, the Renters' Credit reduced 
the median annual rent payment by less than 1 percent for singles and 
by 1.8 percent for married couples and heads of hbuseholds. Further, 
for tax year 1991, the Renters' Credit program does not. provide any 
property tax relief to renters who are not qualified for the program 
under the new eligibility restrictiotls. ' 

• Proposition 13 ReducedProperty Tax Levels and Li",its Increases for 
Both Homeowners and Renters. Another policy reason for eliminating 
both programs is that passage of Proposition 13 in 1978 provided 
massive tax relief for bo th homeowners and renters. lts tax rate limit 
and assessment cap features cut the property tax by over 50 percent. 
Proposition 13 also prevents the rapid ri se in property taxes that 
provided the original rationale. for estabHshing these tax relief 
programs. For example, the property tax of a homeowner who 
purchased the median-priced ,!:tome in 1980 hasincreased at an annual 
rate of 2 perc:ent, while the'vahie of the home has, increased at an 
average annualrate of 6.5 percent. . 

Governor's Proposal Un links tlle Two Programs. The Governor's proposal 
to eliminate the Renters' Credit program wouldeliminate tax relief benefits 
for renters while maintaining them for homeowners. The budget offers no 
policy justification for continuing to provide property tax relief to homeown
ers, many of whom receive substantial benefits from Proposition 13, wliile 
this .sa~e relief is taken away from :renters. 

Thus, we conclude that a better'approach would bé to seek the elimina
tion of both programs. This action would free up funding now dedicated to 
these essentially obsolete programs that could then be targeted for higher 
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priorities. In order to ensure that both programs are eliminated,. we 
recommend that the Legislature pla ce a proposition on the November bállot 
which eli'minates the Homeowners'Exemption program, and concurrently 
pass legislation that eliminates the Renters' Credit program, contingent on 
passage of the proposition. Because of legal uncertainties over the timing of 
when the elimination of the homeQwners' exemption could be effective, we 
do not recommend elimination of the proposed funding for the .program at 
this time. . 

Should the United States Supreme Court rule that Proposition 13 is 
unconstitutional, ~owever, the Legislature may wish to consider alternative 
formulations of these programsascomponents oftheir response to the court 
decision: 

Local Government Financing 
Item 9210 

Findings and Recommendafions 

1. Supplemental Subventions. Recommend the adll1inistration 
report at budget hearings on'the estimated costand number 
of beneficiaries of this program. 

General Program Statement 

Analysis 
Page 
83 

This budget item refIects state expenditures associated with two different 
programs as fqllows: 

Supplemental Subventious Program. In 1980-81, the Legislaturefully 
exempted business inventories from the property ta,x and increased the 
existing business inventory subvention to reimburse local agencies for the 
lostproperty taxes. Under this arrangement, the Legislature provided 100 
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percent reimbursement for business inventory revenue . losses . in 1980-81 
through 1983-84. Beginning in 1984-85, the Legislature repealed the business 
inventory subventionand began providing a new "Special Supplemental 
Subvention" to reimburselocal agencies for any further revenue loss related 
to therepeal of the business inventory subvention. The special supplemental 
subventionto cities was endedin 1988-89, butredevelopment agencies are 
still eligible for such 'subventions. . 

MontereyCounty Viewshe4 Subvention. The California Wildlife, Coastal, 
and Park .LandConservation Act (Proposition 70) made a total of $25 million 
available to MontereyCounty for projects to preserve viewshed in the Big 
Sur area. 

Overview of ,the Budget Request. 
The budget proposes to continue to phase-out funding for the Supplemen:" 

tal Subven.fions program. . 

The budget proposes expenditures of $12.3 million for local government 
financing programs in 1992-93 -:-$7.3 million for the SupplementalSubven
tions program ,md $5 million for the ~onterey County Viewshedprog~ani. 
This isa decrease of $12.8 million, or 51 percent, from.estimated current-year 
expenditures~ The decrease is due to reduced expenditures of $17.8 million 
for the Supplemental Subventions program, a program which the Governor 
intends to phase out completely - offset by increased expenditures of $5 
million for the viewshed program. Because of the statutory timeline for 
allocating supplementalsubventions, the $7.3 million in proposed expendi
tures for this program is comprised oftwo parts: (1) $4~8 million (one-half 
of the funds appropriated for this program in the 1991 BudgetAct) and (2) 
$2.5 million·(one-half of.the funds propos ed for this program in the budget 
year). . 

. This budget, along :"Yith the budgets of ma ny departments, has been 
subject to a variety of reductions over the past several years. A~ongthese 
is' an unallocated reductionof 4 percent from the General Fundin 1991-92. 
(Thisrec;iqction is 1.6 percent of the jtem~s budget from all funds.) In our 
companion document, The ~992-93 Budget: Perspectives and Issues, we discuss 
the impact of these reductions on variousdepartments. 

Analysis and: Recommenda.tions 
',: ,',:' 

S~pplementdl Su.bventions Phase-Out 

We recommend that .the administration report at budget hearings on the 
number of agencies projected to beassistedthrough the revised subventions 
program - and the dollar amoiïnt of ássistance that will actually be 
required. 
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In our Analysis of the 1991-92 Budget Bill (please see pages 1188 and 1189), 
we reviewed·the Governor's proposal to reduce funding for the supplemen
tal subventions program and, ultimately, to eliminatethese subventions 
completely. Because we found that (1) permanent fiscal assistance to 
redevelopment ageneies appeared to be contrary to the Legislature'sintent 
in establishing the program and (2) there was no statewide purpose in 
continuing to provide general fiscal assistance to the ageneies, we recom
mended approval of the Governor' s proposal. In addition, we recommended 
the Legislatureenact legislation repealing the statutory authority for the 
program and provide fundi ng through the Budget Bill in future years to the 
extent that there are ageneies which are in need of this assistance. 

Consistent with the Governor's stated intentto phase-out this program, 
the.1992.,.93 Govetnor's Budget proposes to further narrow the scope of the 
supplemental subventions program. Speeifically, the budget proposes to (1) 
reduce the amount of subventions from $9.6 million in the current year to 
$5 million in 1992-93 and (2) restrict assistance to those ageneies which 
otherwise would have insuffieient tax revenues to pay debt service on certain 
bonds. The budget indicates that the proposed $5 million in subvention 
funds would be prorated among eligible ageneies, if this amount is insuffi
eient to meet the total demand for funds. 

Ouranalysis indicates that·the proposed $5 million amount is consistent 
with the Governor's objective of lowering state costs for this program, but 
may not be consistent with the objective of preventing redevelopment 
agencies which have pledged this money for debt service from falling into 
default. Our reviewindicates that the $5 millionamount was determined 
somewhat arbitrarily - and not based on.a careful assessment of redevelop
ment agency debt payment needs. For example, the administration advises 
that it has not determined (1) the number of redevelopment ageneies likely 
to be eligible for a subvention or (2) the dollar amount of the assistance 
which may be required per agency. Without this basic data, neither the 
Legislature. nor the administration can project whether the proposed $5 
million will be suffieient to en~ure that ageneies do not go into default - or 
whether the budgeted amouilt could be reduced. . 

Accordingly, we recommend that the administration report at budget 
hearings on the number of ageneies .. likely to be assisted through. this 
program and the dollar amount of assistance estimated to be provided. In 
addition, should the adminjstration project that the subvention funds lVil1be 
prorated among eligible ageneies, the administration should explain the 
implications of this proration for agency debt service payments. 
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Payment of Interest on General Fund Loans 
Item 9620 

General Program Statement 
. To meet the General Fund's short-term cash needs, the státe may borrow 

either internally, from the balances in other state funds, or externally, by 
issuing short-term borrowing instru~ents (revenue anticipation notes). 
External borrowing is preferabie because the state can invest money at .a 
higher interest rate than the rate at which it must borrow. This is because, 
when the General Fund borrows externally, it does so at tax-exempt interest 
rates, whereas when it borrows internally, it does so, in effect, at higher 
taxa bie interest rates - since most of the borrowed funds would otherwise 
be invested in taxa bie securities. TaxabIe securities generálIy earn more than 
tax-exempt securities in order to compensate for the tax liability. Being 
exempt from income taxes, however, the state receives the full benefit of 
these higher earnings. The Legislature has expressed itsintent that the state 
use external, rather than internal, borrowing whenever it is advantágeous to 
the state. This budget item is for payment of interest on internal borrowing. 
The interestpaid on externalloans is funded by a continuous appropriation 
in the Government Code, not from the appropriation in this item. 

Overview of the Budget Request 
Th~ budgefanticipates that the statf! will need to use much less internal 

borrowing ~n the budget year thau iu the current year •. 

The budget requests $5 million to pay interest on internal borrowing in 
1992-93, compared with estimated internal borrowing costs of $72 million 
shown in the budget for the current year. (However, subsequent to 
publication of the budget, the current-year estimate was reduced to $55 
million in a January 31, 1992, legislative notification letter from the 
Department of Finance.) Interest on externalloans (which is not fund ed in 
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this item) is projected to bé $220 millionin 1992-93, the same amount as 
estimated for the current year. 

Thedeterioration of the state's fiscal situation in the current year, due to 
the prolonged recession, has necessitated unusually large amounts of internal 
borrowing. The budget indicates that the state began the current year with 
a carryover deficit of $1.7 billion in the Special Fund for Economic Uncer
tainties (the General Fund reserve) and estimates that a $1.8 billion deficit 
will be carried over into 1992-93. The budget proposes to pay off the 1991-92 
deficit in 1992-93 and end the year in balance. 

The budget anticipates that there will be less need for short-terrnborrow
ing to cover General Fund cash-flow needs in 1992-93 than in the current 
year. In addition, enactment of eh 185/91 (AB 1254, Baker) will facilitate the 
use of less-costly external borrowing by streamlining some procedures for 
issuing revenue anticipation notes and by authorizing the state to carry over 
external borrowing up to 120 days into the next fiscal year (provided that the 
borrowing is for no longer than 12 months). Should the need for larger 
amounts of internal borrowing arise, however, budget bill language in this 
item (Próvision 2) authorizes the Director of Finance to augment the $5 
million specifically appropriated by any amount necessary to pay for 
'additional internal borrowing. . 

Hetdth Benefits for Annuitants 
Item 9650 
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Findings and Recommendafions 

1. Final Premium' Rates for 1992-93 Have Not Been Deler
mine4. Withhold reéommendation on this item pending 
receipt of actual health and dental insurance premium rates 
to be charged by providers in the budget year. 

General Program Statement 

Analysis 
Page 

88 

This appropriation provides for the state's contribution toward the 
monthly health and den tal insurance premiums for annuitants of the Judges' , 
Legislators', District Agricultural Employees', and Public Employees' 
Retirement Systems (PERS), as weU as selected annuitants of the State 
Teachers' Retirement Sy~telll' The program provides eligible Il:lembers with 
the option of seleding insurance coverage from as many as 27 state
approved health providers. 

Government Code Section 22825.1 éxprésses legislative intent that the state 
pay an average of 100 percent of health insurance premiums for arinuitants, 
and 90 percent of the health insurance costs for their dependents. Although 
the State Employees Dental Care Act does not express the same intent with 
regard to the state's contribution towardannuitants' dental insurance costs, 
the state, in practice, also pa ys 100 percent and 90 percent of dental premium 
costs for annuitants and their dependents, respectively. 

Chapter 83, Statutes of 1991 (AB 702, FrizzeUe), amended Section 22825.1 
as it relates to active employees; The state's contribution toward the cost of 
health insurance premiums for employees who are not represented by 
bargaining units is now determined by the Department of Personnel 
Administration. For represented employees, the state's contribution is now 
subject to the coUective bargainingprocess. 

Overview of the Budget Request 
The budget prop os es total expenditures of $341.7 million from the General 

Fund for health and dental benefits for annuitants in 1992-93. This amount 
includes $337,675,000 in Budget Act appropriations, and $4 million in 
statutory appropriations pursuant to Ch 1251/90 (SB 2465, Cecil Green). This 
level of funding is $61.6 million, or 22 percent, more than the estimated 
current-year expenditures. The increase is attributable .to .hoth higher 
premiums charged by the state-approved insurance providers, and projected 
growth in the annuitant population. 

Annuitant Health Benefits. The' budget proposesexpenditures of 
$306.2million for the payment of annuitant health insurancepremiums in 
1992-93. This represents an increase of $55.2 million over 1991-92 expendi
tures, based on projected increases of 10 percent in the premium cost 
($33.1 million) and 8 percent in program enroUment ($22.1 million). 
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A.1:'nuitant Vental Benefits. The budget .proposes expenditures of $35.4 
million for the paymt;?nt of annuitant dental insurance premiums iIi. 1992-93. 
This represents anincrease of $6.4 million over 1991-92 expenditures, based 
on projected inciéases of 13 percent in the premium cost ($3.8 million) and 8 
percent in program enrollment ($2.6 inillion). 

Active Employees Benefits. The 1992-93 budget proposes no increase in 
the state's contribution toward the cost of health and dental coveragefor 
active employees. 

" . 

Analysis· and. Recommendaticms 

Final Premium Rates for 1992-93 Have Not Been'Determined . " . 
We withhold recommendation on this item, pending receipt of actual 

health .and dentqJ insurance premium rates to be charged by providers in the 
budget year! 

The expenditure level proposed in the Governor's Budget is based on 
projected increases in the insurance premium rates. At the time that this 
analysis was prepared, the PERS was in the process of negotiating 1992-93 
premium ratei; with its contracted providers. Therefore, we withhold 
recommendation on this item, pending receipt of final budget-year premium 
rates. 

.. Equity Claims of Board of· Control 
and Settiements and Judgments 

by Department of Justice, 
Item 9670 
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General Program Statement 
The' Gavernor' s· Budget, include~ expenditures for, paymen,t of. •. eqpity 

claims by the Board of Control,. seulements an~ judgme~ts ,by the Depart
ment of Justice (OOJ), and tart claims by the OOJ and the Department of 
Transportation (Cal trans). Payment ~f tart claifUs of $70,000 or le~!!i, how,c;'!v:er, 
are the only expenditures funded in this item ih the 1992 Budget Bill. 'Other 
expeJ)ditures are funded in separate legislation. The DOJ invesl:igates aU tart 
claims against the state, except claims arising from the activities of Caltrans, 
whicn';áre referred 't() that agency' for investigatión. ., ," ',. 

- • . , "," . I,.' . ., (~'.- ; . 

Overview of the Budget Request . 
" The'budgetfor tortclai~s is ·significantlyunderfunde~.·., 
, ThElSudgetBill propases án appropri'atiori of $1,000' from the General 

Fund for payment of routine toit liability claims (am~un,ts 'óf $70,OOOorless) 
in 1992-93. This is $700,000 less thantheamount identifiêd in 'the Gbvemors 
Budget for 1992':'93; and $600;000 less than estimated curient-yeare:i<pendii.. 
tures for the same purpose. Budget Bill languageprovides that;' in the event 
that expenditures exceed .. .the am.Qlllltapprppriated, the Director of Finance 
may allocate up to $1.2 million from the Special Fund for Economic Uncer
tainties. Although this approach is consistent with the 1,989, 1990, and 1991 
Budget A<;ts,. irprovides th~ Legislatur~ .with·an inaccurate pictute of the 
funds available in the General F~!,d res~rve. 

payment of Specified Attorne:yFees 
Item 9810 ' t.' 

'~', i ", 

General Program Statement 
.. This '. item" pro'ddes' funds for' the payment ofattomeyfêé" cÏa.ims; 
settlements, and judgments against the state arising from actions in state 
courts. Generally, this item finances court-awarded attomey fees that relate 
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to a legal action that'bring's about the enforcemént of an "important right" 
arid results i'n a "significant benefit . to' the public." . " 

qverviE!wo(the; Budget:Request 
. The budget prcipóses fu'nding for attorney fees at the cilrrent-year level. 

, . 

The budgetproposes an appropriation of $1.9 million, which co~~ists of 
$1.4 million from the General Fund, $150,000 from special funds, and 
$320,000 from nongovernmental cost funds. 

This program, along with many other programs, has been subjectto a 
variety of reductions óverthepast sev'eral years. Among these is' an 
unallocated reciuction of 4 pe,rcent from the General Funddn: 1991-92 (3 
percent.of theprogram's total budget from all funds.) Thisreduction is 
proposedto be;car,ried,over intp 1992-93.In our companion document, The 
1992-93.Budget: Perspectives and Issues, we discuss the impact of these re.duc
tions on various d~partments. 

',J • "," .. '.; ...', 

Reserve for Contingen~ies or Emergencies 
Item 9840 

MAJOR ISSUES 

~ .. Deficiency Costs. Annual. General Fund deficiencies 
typically are more than $300 million, which exceeds the 
size of the proposed $105 million reserve In the 
Governor's Budget. 
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Findings and Recommendafions 

1. tikely 1992-93 Deficiency Costs. Annual General Fund 
deficiency costs typically exceed $300 million, which is more 
than the Governor's Budget's projected reserve of $105 million 
for 1992-93. 

General Program Statement 

Analysis 
Page 

92 

This item provides a mechanism that the Director of Finance may use to 
augment budget appropriations in order to cover deficiency spending for 
contingencies or emergencies. Every year, unforeseen needs arise that require 
the expenditure of additional state funds beyond the amounts already 
appropriated or estimated in the annual budget. Most of the mQney need ed 
to fund deficiency spending is provided in the annual omnibus deficiency 
bill (sometimes several bills),. which appropriates funds to augment the 
nominal amounts initially provided in this item. Additional money to cover 
unanticipated spending is provided outside the reserve for contingencies or 
emergencies through the following mechanisms: 

• Individual department deficiency bills. 

• Budget Act provisions that allow agencies to spend more than the 
amount specifically appropriated to them in their budget items. 

• Constitutional or statutory appropriations that automatically provide 
additional spending atithority for certain purposes, such as for interest 
payments on the state's cash-flow borrowing or for disaster assistance. 

Overview of the Budget Request 
The amounts requested for 1992-93 are tlle same as those provided in the 

1991 Budget Act, but are mere ly "placeholders" for deficiency costs that will 
be identified during the budget year. 

The budget proposes three appropriations totaling $4.5 million for 
allocation by the Department of Finance to state agencies in 1992-93 for 
contingency or emergency costs in excess of specific appropriations. The 
appropriations consist of $1.5 million each from the General Fund, from 
special funds, and from nongovernmental cost and bond funds. 

Item 9840-011-001 appropriates an additional$2.5 million for temporary 
loans to state agencies whose operations are threatened by a delay in 
receiving reimbursementsor revenue. These loans must be repaid by the end 
of the fiscal year in which they are made. 

Item 9840-490 reappropriates any unexpended balances of deficiency 
appropriations in the 1991-92 Reserve for Contingencies or Emergencies. The 
reappropriated funds would be available during the budget year for 
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allocation by the Director of Finance to cover additional costs associated with 
1991-92 deficiencies that are discovered after the fiscal year ends. 

Analysis and Recommendations 

Budget Reserve Would Not Cover 
Typical General Fund Deficiency Costs 

We find that typical deficiency costs exceed the Governor's Budget's 
projected J:eserve of $105 million. 

Typically, deficiencies total several hundred million dollars each year, 
most of which is from the General Fund. Table 1 shows General Fund 
deficiency costs during the lO-year period from 1982-83 through the current 
year. Costs through 1990-91 are actual amounts, while the 1991-92 amounts 
réflect the mid-year estimates in the Governor's Budget. General Fund 
deficiency allocations tbtaled $536.1 million in 1990-91, which is the largest 
amount during the lO-year period shown in the table. One-hálf of the 1990-
91 deficiency occurred in two programs - Medi-Cal ($175.2 million) and the 
Renters' Tax Credit ($96 million). 

1982-83 $334,419 $47,477 $381,896 
1983-84 109,531 93,565 203,096 

1984-85 419,217 10,000 429,217 
1985-86 345,925 13,236 359,161 
1986-87 330,602 140,913 ,471,515 
1987-88 277,543 96,122 373,665 

1988-89 203,662 55,700 259,362 

1989-90 299,158 97,606 396,764 
1990-91 341,156 194,962 536,118 
1991-92 201,720b 154,101 355,821 

• Includes deficlencies lunded Irom this item and other appropriations. 
b Total amount 011991-92 allocations anticipated by the Department ol Finance as ol January 1992. 

C Figures complled Legislative Analyst's Office. 
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Over the lO-year period shown in Table I, annual General Fund 
deficiencies always have exceeded $200 million and have been more than 
$300 million in eight years. Although it is possible for unanticipated savings 
to offset some of these deficiency costs, forbudgeting purposes the 
Legislature should plan on having to fund several hundred million dollars 
of General Fund deficiencies in 1992-93 in addition to the costs that are 
anticipated in the budget. The reserve of $105 million provided in the 
Governor's Budget would not be adequate to cover these costs. 

In the current year, budget estimates indicate thatdeficiencies will total 
$372.8 million. However, this amount will increase as additional contin
gencies oremergencies arise during the remainder of the fiscal year. The 
budget indicates that $201.7 million of these deficiencies will be funded from 
the reserve in this item via the annual omnibus deficiency bill. In addition, 
we have identified $171.1 million of other General Fund deficiencies 
contained in the budget for 1991-92. 

Reserve for Contingencies or Emergencies. The major General Fund 
deficiencies propos ed for funding in the 1992 omnibus deficiency bill are the 
following: 

o Department of Corrections - $75.7 million. The deficiency partially 
restores an unallocated reduction of $112 million that the Legislature 
made in the 1991 Budget Act. It alsoprovides $6 million to eliminate 
a backlog of reimbursements owed to local governments for detaining 
parole viola tors. 

• Medi';Cal - $35.3 million. Funds are for additional caseload. 

• County Medical Services - $29 million. Funding is for caseload and 
cost increases. 

• Department of Forestry and Fire Protection - $27.3 million. This 
amount consists of $18.4 million to augment fire fighting resources for 
the 1991 fire season and $9 million to replacebudgeted fee revenues 
that were not authorized by legislation. 

• Renters' Credit - $11 millioll. This increased cost occurs because 
claims exceed the budgeted amount. 

• Department of Developmental Services - $6.1 million. This funding 
is needed to replace Medi-Cal reimbursements that. were overesti-
mated. . 
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Other Deficiencies Shown in the Budget. The budget also indicatesthat 
special legislation and ongoing statutory appropriatioris will fund $171.1 
million in General Fund deficiencies through mechanisms other than the 
maindeficiency item. The largest of these deficiency expenditures are the 
following: 

• Interest on General Fund Loans - $50 million. The budget estimates 
that the General Fund will incur additional interest costs for short-term 
internal borrowing from other state funds to cover 1991-92 cash-flow 
needs. These costs will total $50 million according to a January 31, 1992 
letter from the Department of Finance. Budget Act language authorizes 
the additional spending. 

• County Welfare Administration - $27.4 million. The Department of 
Social Services' budget item authorizes the additional spending for 
county welfare department administrative costs. 

• State Teachers' Retirement System - $14.2 million. The state's 
required contribution is larger than originally estimated and will be 
provided through an ongoing sta tu tory appropriation. 

• State Water Resources Control Board - $18.4 million. Funds were 
provided by Ch 460/91 (AB 18, Sher) to replace budgeted fee revenues 
that were not atithorized by legislation. 

• Victims of Crime Program --:- $11.7 million. The Board of Control will 
seek special deficiency legislation to make up for a shortfall in penalty 
revenue to the Restitution Fund. 

• Sierra Madre Earthquake Housing Assistance - $10 million. The 
Department of Housing and Community Development received 
funding to assist earthquake victims from the Special Fund for 
Economic Uncertainties (the General Fund reserve) under ongoing 
statutory authority. 

• East-Bay Firestorm - $7.9 million.The Department of Social5ervices 
received an allocation under ongoing statutory authority in order to 
assist fire victims. 

Current-Year Deficiencies in Other Funds 

In 1991-92, estimated special fund deficiencies total $29.9 million, which 
is an increase of $3.5 million over the $26.4 million allocated in 1990-91. The 
largest deficiency propos ed for the current year is $17.7 million from the 
Motor Vehic1e Account for the California Highway Patrol to offset funding 
shortfalls and increased retirement contributions. 



Item 9840 GENERAL GOVERNMENT I VIII - 95 

The budget further propos es to allocate $3.2 million for deficiencies from 
nongovernmental cost funds and bond funds - a decrease of $10.1 million 
compared with allocations in 1990-91. The 1991-92 amount inc1udes $847,000 
in retirement funds for additional costs of the Public Employees' Retirement 
System and $585,000 in bond funds for project planning and management at 
the California Community Colleges. 




