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CALIFORNIA GOVERNOR’S MAY BUDGET REVISION TARGETS DEBT REDUCTION, EDUCATION, HEALTH CARE AND DROUGHT COSTS—WITH ONLY MINOR ADUSMENTS IN PUBLIC SAFETY SPENDING 

Today California Governor Jerry Brown released his May Revision of the state budget for Fiscal Year 2014-15. The good news is that revenues have now exceeded projections for the coming fiscal year by $2.4 billion due largely to increased capital gains tax receipts.

The May Revision underscores the Administration’s commitment to reducing California’s “Wall of Debt”—an assortment of deferred obligations, bond interest and pension and other liabilities accumulated during a long string of deficit budget years.  The Governor has announced a bipartisan agreement with legislative leaders to place a Rainy Day Fund measure on the November ballot that would dedicate future revenues to reduce state debt to zero by 2018. The Governor’s current FY 14-15 budget proposal includes $11 million to reduce debt. 
Some key features of today’s budget Revision include:

· Total General Fund proposed expenditures for FY 14-15 of $ 108 billion.

· $ 1.6 billion in FY 14-15 revenue to be saved for future obligations
· $ 513 million in FY 14-15 to cover additional Medi-Cal costs due to expanding enrollment under the Affordable Health Care Act

· $ 10 billion more in Prop 98 (education) funds for schools
· $ 142 million more to address water, drought and firefighting needs, in addition to $ 687 million already appropriated through legislation earlier this year
· $ 160 million total increase for trail court operations in FY 14-15

Public safety spending

In 2011, the state shifted the management of  “triple N” felons (non-violent, non-serious, non-sex) from state prisons to local jails and supervision. The state is currently moving about $ 1 billion per year to local public safety funds to support the realignment of adult prisoners to local control. Since 2007, the state has also provided counties with a total of about $110 million per year to support custody, re-entry and supervision services for non-violent juvenile offenders realigned to county courts and probation departments.  In 2012 voter-approved Proposition 30 dedicated revenue to support these local public safety realignment accounts. The May revision makes no major changes to the existing corrections realignment funding scheme.
However, the May Revision does add $9 million to the Recidivism Reduction Fund, bringing the total amount of that fund amount to about $90 million. The Recidivism Reduction Fund was created by 2013 legislation (SB 105) to support costs related to meeting federally mandated targets for prison population reduction in California.  Earlier this year, a federal court granted California additional time to meet those target numbers. This meant that SB 105 funds could be redirected from accelerated population reduction to a range of local offender services under realignment.  The May Revision now proposes to dedicate more than half of the recidivism fund ($49 million) to re-entry mental health services for adult offenders. 

The total proposed allocation for the Department of Corrections and Rehabilitation (CDCR) is $9.5 billion in state general funds for FY 14-15.  This includes modest FY 14-15 increases for prisons and parole (up $5 million) and for the Division of Juvenile Justice (up $250,000) based on revised population estimates.
In an additional development that could affect probation-supervised juvenile offenders, the May Revision adds $1.5 million in general fund dollars to support the entrance of up to 18 more counties into the federal child welfare waiver program. This program allows counties to spend foster care funds on flexible alternatives to residential placement and could have an impact on services provided to probation-supervised youth in privately operated group care facilities.

Budget timetable
The May Budget Revision is the springboard for final deliberations in legislative budget committees in the Assembly and the Senate.  Budget subcommittees will wrap up hearings over the next two weeks, and in early June the Budget Conference Committee will meet to iron out differences between the Assembly and Senate budget versions. The constitutional deadline for sending a budget bill to the Governor is June 15, and the Governor has until July 1 to exercise line item vetoes and to sign the budget bill into law.

