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Overall Budget Proposal

The Governor has proposed a budget for the 204&d# year that includes General
Fund resources—carry-forward balance, revenuestmam$fers—of $135.1 billion
and expenditures of $131.7 billion. Based on theéget proposal, the General Fund
would end the 2018-19 fiscal year with an unencuetbeeserve of $2.3 billion and
include a deposit of $5.0 billion to the Budgetttaation Account (BSA), resulting
in an expected balance in this account of $13l®biht the end of the budget year,
which would fully meet the constitutional goal & fpiercent of tax revenue.

As a result of the combined efforts of the Admirasbn and the Legislature over the
last few years, the General Fund continues to ke strong position. In total, from
the 2017-18 adopted budget, revenues are up byodpmtely $4.7 billion. The
proposed 2018-19 budget uses this adjusted bas@porating a general reserve and
BSA of approximately $15.8 billion (with another .$1billion reserved for
encumbrances). Overall, General Fund spending 18-A® is expected to increase
by $5.2 billion (or 4.1 percent) from the revise@llZ-18 fiscal year. The majority of
the spending increases are in the areas of K-12atidn and health and human
services.

Eight years ago, the state faced a $25 billiont&brThe $15.8 billion in reserves,
as reflected in the Governor's 2018-19 proposgbresents approximately a $41
billion turnaround. The Governor and the Legislatbave made tremendous strides
in building the fiscal strength of the state andswmg that California is well
positioned to protect the critical services andgpams that citizens depend upon
should another downturn occur. California’s fisstlength is also important given
the uncertain impacts of actions at the federatllesuch as the recently enacted tax
plan. Due to these risks, the Governor's 2018-1€gbkt proposal prioritizes the
maintenance of a balanced budget and the buildingf budgetary reserves.

The Governor’'s proposal of a budget for the 2018t4€al year begins the annual
budget process, during which the Legislature velliew and analyze the Governor’'s
proposals, engage with the Administration and tlblip regarding the state’s
resources and priorities, and then negotiate d bodget with the Governor that
reflects our shared values across the branches avergment.
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Overall Structure. The Governor’s budget includes $135.1 billion inn&al Fund
revenues and other resources and $131.7 billidotali General Fund expenditures
($77.1 billion in non-Proposition 98 and $54.6 ibill in Proposition 98 funds),
providing for a $2.3 billion unencumbered resenge veell as setting aside an
additional $13.5 billion for the BSA. Expenditures 2018-19 are proposed to be
about $5.2 billion higher than revised 2017-18 exjieires. Additional funding is
proposed for K-14 education, health and human sesyigeneral government, and
corrections and rehabilitation, with generally lefeending in most other areas of the
budget. The General Fund budget details are surnethbelow.

2017-18 and 2018-19
General Fund Summary
(Dollars in Millions)

Revised Proposed
2017-18 2018-19

PRIOR YEAR BALANCE $4,611 $5,351
Revenues and transfers $127,252  $129,792
TOTAL RESOURCES $131,863 $135,143
AVAILABLE
Non-Proposition 98 Expenditures ~ $73,771 $77,126
Proposition 98 Expenditures $52,741 $54,564
TOTAL EXPENDITURES $126,512 $131,690

FUND BALANCE

Encumbrances $1,165 $1,165
Special anq for Economic $4.186 $2,288
Uncertainties
BUDGET STABILIZATION $8,411 $13,461
ACCOUNT

Fiscal Stability — The Governor's budget proposal points out that ipress short
periods of balanced budgets in the 2000s werevieltbby massive budget shortfalls,
as displayed in the following chart from the Gowts proposal. While each of these
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prior crises was preceded by a stock market cesgigns by the federal government
could also easily overwhelm the fiscal capacityhef state.

Dollars in Billions
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According to the Administration, the budget, nowreathan ever, demands caution
and prudence. Among the uncertainties highlightethb Administration are:

Federal Tax Changes.The budget's economic and revenue forecasts were
finalized prior to the enactment of the federal f@ckage at the end of
December. The Governor’'s budget forecasts assunfedeval tax changes.
While there are some aspects of the package thidd temporarily benefit the
national economy, millions of Californians will beirt by the limitation of the
ability to deduct state and local taxes from thé&deral filings. The
Administration indicates that the May Revision witiclude a preliminary
analysis of the projected impact of the changeshenstate economy and
revenues, although the effect from changed behavibusinesses and wealthy
individuals will only be apparent after 2018 taxes filed.

Children’s Health Insurance Program (CHIP) Reauthornzation. Congress

acted in late 2017 to extend the federal cost sgamatio for CHIP at an 88
percent federal match for several more months. Gbeernor’'s budget was
finalized before this action and instead assumas ttie federal government
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will extend the CHIP cost sharing rate at a 65 @etrdevel through 2018-19,
consistent with the 2017 Budget Act. While the rgécextension will lower
budgeted state costs in the current year, failyr€dngress to extend funding
beyond March 2018 would increase state costs bylreds of millions of
dollars in 2018-109.

Federal Cost Shifting. In 2017, Congress attempted several times to repeal
the Affordable Care Act and consequently drop Ihealre coverage for
millions of Californians. Such actions, if successfwould have cost the
General Fund tens of billions of dollars annually-erethan doubling the cost

of Medi-Cal when fully implemented. While theseeatefforts were defeated,
Congress continues to indicate a willingness tdt diealth care and other
entitlement program costs from the federal budgedtates to address recent
increases in the federal deficit.

Possible RecessiorThe Governor’'s budget assumes the continued eixpans
of the economy. Yet, also notes that economic exipas do not last forever.
In the post-war period, the average expansion dsted about five years. By
the end of the 2018-19 fiscal year, the expansitirhave matched the longest
in modern history. As shown in the figure belownfrehe Governor’'s budget
proposal, a moderate recession will drop staterge® by over $20 billion
annually for several years.

Annual Revenue Could Drop by over $20 Billion in a Recession
(Dollars in Millions)
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Current-Year Budget Recap

The 2017-18 budget included investments in heattre,cchild care, immigrant
services, anti-poverty efforts, college afforddpjliK-14 funding, infrastructure, and
cannabis law implementation and oversight.

Specific Investments included in the 2017-18 budgéiclude:

$3.1 billion in higher Proposition 98 funding foch®ols and community
colleges.

$2.8 billion in new transportation revenue.

$546 million in Proposition 56 revenues to Medi-Gabvider rates and
reimbursements.

$2.6 billion in cap-and-trade revenues.

$400 million to counties through a new In-Home Suipe Services cost-
sharing agreement.

$475 million to increase funding for universitieglastudent financial aid.
$301 million to increase funding for child care gdschool spending.

$6 billion supplemental payment to CalPERS usingpam from state cash
balances.

Expansion of the Earned Income Tax Credit programntlude the self-
employed and taxpayers with incomes up to $22,300.
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Proposed Budget Expenditures and Revenues

The proposed budget includes additional requiregy@@mmatic increases and new
spending. The table below summarizes the Govermmoposed expenditures by
program area. The largest dollar changes in expeedi by program are in health
and human services and K-12 education.

General Fund Expenditures
Current and Budget Year
(Dollars in Millions)

Revised | Proposed Percent

Program Area 2017-18 | 2018-19 | “"@"%® | Change
K-12 Education $53,489 $55,167 $1,678 3.1%
Higher Education 14,968 15,450 482 3.2%
Health and Human Services 35,394 37,383 1,989 5.6%
Corrections and Rehabilitation 11,678 11,815 137 1.2%
Business, Consumer Services,
Housing 404 432 28 6.9%
Transportation 239 213 26| -10.9%
Natural Resources 3,564 3,029 -535| -15.0%
Environmental Protection 11b 82 -33| -28.7%
'[-)aet\’/‘;oel‘onn‘:e\’r\]’frkforce 147 122 25 -17%
Government Operations 1,128 1,181 53 4.7%
General Government:

Non-Agency Departments 715 766 -9 -1.2%

Tax Relief / Local Government 428 457 29 6.8%

Statewide Expenditures 962 1,942 980| 101.9%
Legislative, Judicial and
Exgcutive 3,221 3,651 430 13.3%
Total $126,512| $131,690 $5,178 4.1%

The Governor’'s budget proposes some major polidybardgetary changes. Some of
the more important aspects of the budget propaosablined below:
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Education

 K-12 Education. In K-12 education, the Governor proposes to prowade
additional $3 billion in ongoing Proposition 98 &eal Fund to reach full
funding of the Local Control Funding Formula anapdes $1.8 billion in
additional one-time discretionary resources alledatn a per-pupil basis. In
addition, the Governor proposes to provide one-funmeling to address Special
Education needs including teacher recruitment amdghool and child care
facilities.

» Early Childhood Education. In child care and pre-school, the Governor
proposes $61 million to fund the full-year costsha rate and slot investments
made in the 2017 Budget Act. In addition, the Gowerproposes to increase
the Standard Reimbursement Rate by 2.8 percentr(i#i8n) and extend the
hold harmless provision for the Regional MarketrRairsement rate.

» California Community Colleges (CCC) Apportionment Formula. The
Administration proposes to create a new allocatianding formula for
community colleges. Currently, colleges are fundadmarily based on
enrollment, however under the Governor’s propasa,new funding formula
includes: (1) a base grant based on enrollmenta &@)pplemental grant based
on the number of low-income students a districolsir (3) student success
incentive grants based on the number of students wwet certain outcome
and performance metrics, and (4) a hold harmlessigion to ensure that
during the first year of implementation, distrigtsuld be held harmless to the
amount of funding they received in 2017-18. Thedamigroposes an increase
of $175 million Proposition 98 to support this tsdion.

» CCC Online Education. Additionally, the Administration proposes $120
million Proposition 98 to create a new fully onlicemmunity college targeted
to working adults with a high school diploma, batKing a college degree.
Apportionment funding for this program will be slarito the Administration’s
proposed apportionment formula.

» Career Technical Education. The Administration proposes an increase of
$200 million Proposition 98 to the CCC Strong Workk program to create a
new high school CTE program to be administeredhiey@CC in collaboration
with CDE.
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 Base Increases.The budget proposes a $92.1 million General Fund
unrestricted base increase for each the Univedit@alifornia (UC) and the
California State University (CSU). This is a thqgercent increase for the UC
and a 2.7 percent increase for CSU.

Health and Human Services

» Children’s Health Insurance Program (CHIP) Reauthorization. Due to the
failure of Congress to approve long-term funding @HIP, which provides
health care coverage to 1.3 million children inifoahia, the budget assumes
an 88 percent federal match only until December281,7, and a 65 percent
federal match beginning in 2018, consistent witsuagptions in the 2017
Budget Act. However, this assumption does not atctar a recently enacted
temporary extension of CHIP funding until March 80The Administration
indicates this funding will result in a reductioh%150 million General Fund
resources needed to fund the program, due to tee thonth extension of the
enhanced 88 percent match. These savings will Bected in the May
Revision. If Congress fails to approve long-termdung for CHIP, health care
coverage will continue for most of this populatidmyt with a 50 percent
federal match, resulting in higher General Fundscos

Coverage for approximately 32,000 pregnant womehchidren in the Medi-
Cal Access Program (formerly Access for Infants Bludhers) could be at risk
if CHIP funding is not reauthorized, as this popiola is higher income and
only eligible for CHIP-related coverage. Howevée state could continue this
coverage as a state-only, 100 percent General jpiaggam.

* Increased Proposition 56 Supplemental Provider Payents. The budget
includes an additional $232.8 million of Propositis6 tobacco tax revenue to
increase supplemental payments to Medi-Cal prosiderimprove access to
care for beneficiaries. Approximately $163 millisould fund supplemental
payments for physician services and $70 million Mofwund supplemental
payments for dental services.

In addition, the budget includes $64.5 million (¥illion Proposition 56

tobacco tax revenue) to fund a 50 percent rateeasa for home health
services provided through the fee-for-service systand home and

community-based waivers. According to DHCS, thite rancrease was the
result of monitoring efforts to detect deficiencies access to necessary
medical care for Medi-Cal fee-for-service benefias.
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CalWORKSs. The budget includes $26.7 million in 2018-19 fow@untary
Home Visiting Pilot program for young, first-timeagents in the CalWORKSs
program. Home visitors would help parents navigatéd connect to resources
in the CalWORKs program and other available sesvide total of $158.5
million in one-time TANF funds is being reserved the duration of the pilot
through 2021.

Resources and the Environment

Fire ResponseAs of the Governor’s budget proposéi69 million has been
added to the Emergency Fund for wildfire respomseesthe enactment of the
2017 Budget Act, which brings the total for the Egemcy Fund to $896
million. The Administration expects some of thetsa® be offset by federal
funds.

Cap-and-Trade RevenuesThe Administration will propose the 2018-19 cap-
and-trade expenditure plan in the Governor's upognfstate of the State
Address. The Governor’'s proposal assumes that thigrde $1.3 billion in
Greenhouse Gas Reduction Fund revenue to appmmniahe 2018-19 fiscal
year.

Transportation

Highway Maintenance and RepairsThe budget includes $2.8 billion in SB 1
funding for the Department of Transportation (Gaig). This includes $1.2
billion for highway maintenance and repairs, $40dlion for the repair of
state-owned bridges and culverts, $330 millionlémal transit projects, $250
million for congestion relief on commuter corridp®200 million in matching
funds for the Local Partnership Program, $100 onmillior active transportation
projects, $25 million for freeway service patroéd $25 million for local
planning grants, as well as associated suppors.cost

Local Streets and Roads The budget provides $1.2 billion in additional
funding to be distributed by formula to cities aondunties for local road
maintenance.
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Public Safety and General Government

Trial Courts. The Governor’'s budget proposes a $150 million Gdneund
augmentation to the state’s trial courts. $75 onillof that funding is proposed
as discretionary funding for the Judicial Coungtisorities.

Firefighter Training and Certification Program . The budget proposes $26.6
million General Fund to establish a Firefighteriminag Center at the Ventura
Conservation Camp for 80 people who were formarbarcerated to receive
the necessary training and job skills to work asesafirefighters.

Funding for Affordable Housing. The budget allocates $538 million and 81
positions to the Department of Housing and Commuiievelopment to
implement the 2017 housing package. This includgsrfllion in General
Fund resources as well as resources from an estin&258 million in real
estate transaction fee revenue for housing progralus proceeds from the SB
3 housing bond that will be available upon votgrrapal in November 2018.
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Overall Proposition 98 — K-14 Education

Budget Year — Overall Funding Levels— The budget estimates a total Proposition
98 funding level of $78.3 billion (K-14). This is%3.1 billion increase over the 2017-
18 Proposition 98 level provided in the 2017 Budgett (a $3.8 billion increase over
the revised 2017-18 Proposition 98 level, as dseddelow). The Administration
estimates that the Proposition 98 calculation @819 will be a Test 3 calculation.

Prior — and Current Year Adjustments — The budget estimates that the total
Proposition 98 guarantee (K-14) for 2016-17 remainthe 2017 Budget Act level of

$71.4 billion. For 2017-18, the Governor estimaadncrease in the total guarantee
of $687 million (for a total of $75.2 billion). Tee adjustments are the result of
increases in anticipated General Fund revenues tbeethree-year budget period.
The Administration estimates that the PropositiBre8lculation for 2016-17 is a Test
3 and for 2017-18 is a Test 2.

Proposition 98 Settle-Up— The budget includes $100 million in Propositi®®
settle-up payments in the 2018-19 year that willntaoward meeting the 2009-10
Proposition 98 minimum guarantee. The need forlesefi results when the
Proposition 98 guarantee estimate included in thdgbt for a given year is
ultimately lower than the final calculation of th@nimum guarantee. Proposition 98
requires the state to make a "settle-up” paymensedes of payments, in order to
meet the final guarantee for that year. After thesyment, the state would owe
approximately $340 million in settle-up for yearsopto 2014-15.

Proposition 98 - K-12 Education — Major Spending Poposals— The budget
includes a proposed Proposition 98 funding leves®f.7 billion for K-12 programs.
This includes a year-to-year increase of $2.4dwlin Proposition 98 funding for K-
12 education, as compared to the revised Propog8oK-12 funding level for 2017-
18. Under the Governor’'s proposal, ongoing K-12 pBseition 98 per pupil
expenditures increase from $11,149 provided in 28 {revised) to $11,614
2018-19, an increase of almost 4.2 percent. Theefhov's major K-12 spending
proposals are identified below.

K-12 Local Control Funding Formula — The 2013 Budget Act changed how the
state provides funding to school districts and ¢pwffices of education by creating
the Local Control Funding Formula (LCFF). Since itgeption, the state has
dedicated a large portion of the new ongoing Pribippos98 revenues in each year
towards full implementation of the LCFF. The budgebtposes approximately $2.9
billion in additional ongoing Proposition 98 fundirio fully implement LCFF for
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school districts in 2018-19. County offices of eafuan reached full implementation
with their LCFF allocation in the 2014 Budget Adthen LCFF was enacted in
2013-14, the Governor estimated full implementabbhCFF in 2020-21.

Discretionary Funds / Mandate Backlog Reduction— The budget proposes an
increase of $1.8 billion in discretionary one-tiR®position 98 funding provided to
school districts, charter schools, and county effiof education. The Administration
indicates that this funding allows for continuedaastments in implementing state
adopted academic content standards, upgrading dlegy; providing professional
development, supporting beginning teacher inducteomd addressing deferred
maintenance projects. These funds would offsetaudéng mandate reimbursement
claims, although the amount may be adjusted towatdor any outstanding balances
school districts have related to Medi-Cal billinggtices.

Other K-12 Education Budget Proposals

K-12 Special Education —Recognizingstatewide difficulties in recruiting and
retaining special education teachers, the budgdtides two proposals to support a
teacher pipeline in these areas. First, the buthgdides $50 million in one-time
Proposition 98 funding for a teacher residency gmogram for special education
teachers. Second, the budget includes $50 millicani-time Proposition 98 funding
to provide competitive grants to local educatioerages to support local efforts to
recruit and retain special education teachers.dtltian, the budget provides $125
million in one-time Proposition 98 and $42.2 miflion federal Temporary Assistance
to Needy Families (TANF) funding to provide compie& grants to expand inclusive
settings for education and care of 0-5 year oldk @xceptional needs.

Career Technical Education (CTE)- The budget proposes the creation of a new K-
12 CTE program that would be administered by thkf@aia Community Colleges

in consultation with the California Department ofiu€ation. The program would
provide ongoing Proposition 98 funding of $200 mil in competitive grants to
school districts through the existing Strong Worké Program and $12 million for
local industry experts to provide technical assis¢ato school districts with CTE
programs.

K-12 Accountability and Support — When LCFF was enacted; the state also
provided a framework for a new accountability sgstegased on multiple measures.
In 2016, the State Board of Education adopted adebility performance measures,
now available through a tool called the Califor@ehool Dashboard that provides
school and district level performance data by studebgroups. Since 2013-14, the
state has continued to build a system of suppartséhool districts identified as

Senate Committee on Budget and Fiscal Review P13¢ e



Summary of the Governor’'s Proposed 2018-19 Budget January 10, 2018

needing improvement under the new system. The Wudgkides $55 million in
Proposition 98 funding for county offices of educatto support districts that are in
need of improvement under the state’s accountalsilistem, $10 million for special
education local plan areas (SELPAS) to supportidistthat need improvement in the
area of special education, $11 million ($4.8 milliof this is reappropriated prior-
year funding) for the California Collaborative f&ducation Excellence to provide
support to county offices of education and schastridts, and $4 million for eight
regional county office of education leads. The lmidgso proposes some additional
transparency on district expenditures to suppoltsaldents, including special
education students.

Enroliment and Cost-of-Living Adjustments — The proposed budget reflects an
estimated decrease in student enrollment in th@ Isystem. Specifically, it reflects a
decrease of $183.1 million in 2017-18, as a restila decrease in the projected
average daily attendance (ADA), as compared t®21& Budget Act. For 2018-19,
the Governor’'s proposed budget reflects a decreas135.5 million to reflect a
projected further decline in ADA for the budget yed@he proposed budget also
provides $133.5 million to support a 2.51 perceostof-living adjustment for
categorical programs that are not included in LCHiese programs include special
education and child nutrition, among others. Theppsed funding level for the
LCFF includes cost-of-living adjustments for schdadtricts and county offices of
education.

K-12 School Facilities— In November, 2016, the voters passed the Kiraiteg
through Community College Facilities Bond Act of180(Proposition 51), which
authorizes the state to sell $9 billion in genedfaligation bonds for K-14 facilities
($7 billion for K-12 and $2 billion for communityotleges). The budget proposes
approximately $640 million in bond authority in 819 for new construction,
modernization, career technical education, andteh&acility projects.

Charter School Facilities— The budget proposes an increase of approxim@gsdy8
million in Proposition 98 funds for the Charter $ohFacility Grant Program to fund
a cost-of-living adjustment and projected incregsadicipation.

Child Care and Early Education

The Governor’'s budget increases funding for chddecand preschool programs by
$399 million (including Transitional Kindergartefor a total of $4.4 billion in state

and federal funds. This reflects an increase oé rpercent from 2017-18. Major
changes are described below:
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Implementation of the 2016-17 Budget Agreement anthe 2017 Budget Act As
part of the 2016-17 budget package, the Legisladmcek the Governor agreed on a
multi-year plan to increase ongoing child care preschool funding by roughly $500
million (roughly $200 million in Proposition 98 Geral Fund and $300 million in
non-Proposition 98 General Fund). The budget pregp&§0.7 million ($32.3 million
non-Proposition 98 General Fund and $28.4 millioopBsition 98 General Fund) to
fund the full-year costs of rate and slot increasgglemented midway in 2017-18
related to the 2016-17 agreement and other poheyges made in 2017-18, such as
enactment of the emergency child care bridge progra

Regional Market Reimbursement Rate (RMR) — The budget proposes
approximately $17 million in the budget year andt.83million in future years to
make the RMR hold harmless provision permanentduedrrent law the provision
would expire December 31, 2018).

Standard Reimbursement Rate (SRR) The budget proposes $31.6 million in
Proposition 98 General Fund and $16.1 million im4Ryoposition 98 General Fund
to increase the SRR by approximately 2.8 percent.

State Preschool -The budget proposes $8 million for an addition&@59, full-day
Preschool slots beginning April 1, 2019.

Non-CalWORKSs Child Care — The budget includes $50 million for a 2.51 percent
cost-of-living adjustment for non-CalWORKs child reaand state preschool
programs and decreases slots by $9 million to cefiedecrease in the birth to age
four population.

CalWORKs Child Care — The budget proposes several adjustments toctefle
changes in the CalWORKSs child care caseload andoéasre, totaling a $4 million
increase in Stage 1, a $16 million decrease ineéSEag@nd a $12 million increase in
Stage 3.

Transitional Kindergarten. — The budget also includes an increase of $41 million
(for a total of $779 million Proposition 98 Gener&und) for Transitional
Kindergarten, reflecting ADA growth and cost-ofttig adjustments. This funding is
included within LCFF totals as discussed earlighia report.

Inclusive Early Education Expansion Program— Also, as discussed earlier in this
report, the budget provides $125 million in onediRroposition 98 and $42.2 million
in federal Temporary Assistance to Needy Famili€ANF) funding to provide
competitive grants to expand inclusive settingsdducation and care of 0-5 year-
olds with exceptional needs.
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Higher Education

University of California

General Fund Increase— The budget proposes a $92.1 million General Rthreée
percent) unrestricted base increase for the Untyear§ California (UC). The budget
assumes resident tuition will remain at the 2017e{@l, and the Student Service Fee
will increase by $54 (4.8 percent). The Governtwsiget also assumes a $978 (3.5
percent) increase in nonresident supplement tuitosnundergraduate nonresident
students.

The budget does not establish 2019-20 enrolimepéaations for UC or designate
any new core funding for enrollment growth. Coresistwith expectations set in last
year’'s budget, the Governor’'s budget assumes asllent increase of 1,500 in
2018-19 compared to 2017-18.

California State University

General Fund Increase— The budget proposes a $92.1 million General H2nd
percent) unrestricted base increase for CalifoBtate University (CSU). While the
budget does not assume any increases in tuitiagislethe CSU Chancellor’'s Office
has proposed an increase of $228 (four percentemsand $900 (7.6 percent) full-
time nonresident tuition charges for 2018-19. Tlewésnor’s budget does establish
an enrollment target for CSU or associate any newlihg with enroliment growth.

Various Increases— The budget provides increases of: (1) $24.9iamill(3.8
percent) for increased pension costs, (2) $20.83omil(seven percent) for higher
retiree health benefit costs, and (3) $181,000 pértent) for increased costs at the
Center for California Studies. The increase for @enter for California Studies
includes (1) $100,000 in new General Fund supparttlie California Education
Policy Fellowship Program (the program has beerpsued entirely by nonstate
funding since it began in 2016-17); and (2) $81,f( cost-of-living adjustment to
executive, legislative, and judicial fellowshippsinds.

California Community Colleges

Please see the K-12 Education section of this tefjporadditional information on the
overall K-14 Proposition 98 budget.
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New Funding Model — The Governor proposes a new allocation formtie,
Student-Focused Funding Formula, and provides $iifllon to ensure no college
receives less under the new formula than it woatteive under current law. Under
the proposed new formula:

* About 25 percent is based on the number of lownmestudents served (as
measured by eligibility for College Promise Graad vaivers, formerly known
as the Board of Governor’s Fee waiver, and fedeedlgrants);

» About 25 percent is based on performance outconasunes: (1) the number
of degrees and certificates granted, and (2) thebew of students who
complete a degree or certificate in three yearkess. This grant would also
include additional funds for each Associate DegeTransfer granted by
college. By comparison, the current apportionmentding is allocated based
primarily on enroliment, with none based on perfance.

* The remainder will include a base grant where adistrict receives a grant
based on enrollment, and additionally, there walldbhold harmless provision
where each district will be held harmless to thele¢hey received in 2017-18.

Increases Apportionments for Growth and COLA — The budget proposes an
increase of $161 million in apportionments to coaeR.51 percent cost-of-living-
adjustment, and $60 million to fund one percenbkment growth.

Adjusts Prior Year and Current Year for Enrollment, Property Tax, and Fee
Revenue Changes- The Governor’s budget reduces apportionment$7dymillion

in 2016-17 and $78 million in 2017-18 to reflectused growth funding.
Additionally, the budget adjusts 2016-17 and 208 7Ptoposition 98 General Fund
for apportionments to account for updated estimatdscal property tax and student
fee revenue. These adjustments result in net Pitapo98 General Fund savings of
$38 million in 2016-17 and $54 million in 2017-18.

Creates New Online Community College- The budget includes $120 million to
create anew fully online community college. Thellege would create and
coordinate online courses and programs targetedrtbworking adults with a high

school diploma but lacking a college degree orifegate. Of the funding provided,

$100 million would support start-up costs, and $&llion would support ongoing

operating expenses.

According to the Administration the college’s iaitifocus would be to develop
content and programs to provide vocational trainingareer advancement
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opportunities, and credentialing for careers indcdevelopment, the service sector,
advanced manufacturing, health care and in-hompastipe services, among other
areas. Consistent with the Student-Focused Furkebngiula, apportionment funding
for this program will be based on enrollment, thember of underrepresented
students enrolled, and student outcomes.

The budget also proposes to accelerate the expaokamurses available through the
Online Course Exchange, which will expand accedsllp online Associate Degrees

for Transfer, and establish a minimum number olyfunline transfer degree

programs.

New High School Career Technical Education ProgranRun Through CCC —
The budget proposes an increase of $200 milliorexisting Strong Workforce
consortia to be administered by the community gelée in collaboration with
California Department of Education. The consoriieturn, would decide how to
allocate the new funds to school districts. Addisity, $12 million would fund local
industry experts who would provide technical assisé to school districts with
career technical education programs.

Financial Aid Programs — The budget provides $46 million to fund the Vemver
program established by Assembly Bill 19 (Santiagthapter 735, Statutes of 2017.
AB 19 allows colleges to offer full or partial tlah waivers to all first-time, full-time
students who take at least 12 units per semestehéar first year of college. The
Administration expects colleges to encourage stisdentake 15 units per semester,
or 30 units per year, in order to qualify for AB ©fce guided pathways have been
implemented.

The Administration proposes to consolidate the Camibg College Completion
Grant and the Full-Time Student Success Grant onm@ program, and provides an
additional $33 million, bringing total funding fahe consolidated program to $124
million. Additionally, the Administration proposds base the grant amounts on the
number of units a qualifying student takes eachesten or year.

Apprenticeship Programs Adjustments — The budget proposes a $17.8 million
ongoing increase to cover additional costs of ctass instruction for apprenticeship

programs, a 32 percent increase over 2017-18. Tgéeh also includes one-time

funding of $30.6 million to backfill shortfalls ithe reimbursements for classroom
instruction for programs from 2013-14 to 2017-1Be'budget includes language that
would allow apprenticeship programs to claim theedd’enhanced noncredit

apportionment funding rate for their classroomrungion. Currently, apprenticeship

programs claim reimbursements for classroom instm@t an hourly rate.
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Innovation Awards — The budget proposes $20 million one-time to ge\grants
focused on enhancing equity.

Adult Education Block Grant — The Administration proposes an increase of $20.5
million for a COLA for the program, with $5 milliofior a data collection and
accountability system.

Deferred Maintenance— The budget proposes $264.3 million one-timedieferred
maintenance. Of the total, $184 million is from 2a8 Proposition 98 funds, $81
million is from 2018-19 Proposition 98 funds, aridl$nillion is from settle-up funds
(scored as a Proposition 2 debt payment).

Infrastructure — The budget proposes $45 million in Propositianb®nds for five
new and 15 continuing CCC infrastructure projects.

Categorical Programs— While the Administration does not have a propesahis
time, the Administration expects the Chancellorfig@ to consult with stakeholders
to develop a proposal for consideration within thlay Revision that would
consolidate categorical programs.

Hastings College of the Law

Base Increase- The budget provides a $1.1 million General Find percent) base
increase for Hastings. The budget contains no kemeok targets, though the
Governor’'s budget documents show resident jurigedoenroliment to be 815 full-
time-equivalent students in 2018-19, an increaskEbagtudents (1.9 percent) over the
estimated level in 2017-18. The budget assumes hamges to tuition and fee
charges.

Student Financial Aid

Private Nonprofit Institutions — The budget provides an increase of $7.9 million
General Fund to maintain the maximum Cal Grantamiaward level of $9,084 for
students attending private nonprofit institutioR®wever, beginning in 2019-20, the
Administration proposes that in order to maintdie thaximum award amount, the
sector must admit at least 2,500 students who leawveed transfer degrees from
community colleges and guarantee junior standingrtiS8g in 2020-21, the transfer
target grows to at least 3,000 students.

Adjusts Cal Grant Budget to Reflect Estimated Costs- The budget revises down
2016-17 Cal Grant spending by $33 million (1.7 pety and 2017-18 spending
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down by $15 million (0.7 percent) to reflect upadht®st estimates. Compared to this
revised level of spending, the budget provides@milion (3.1 percent) increase for
2018-19 to account for projected cost increases.

Adjusts Middle Class Scholarship to Reflect Estimad Costs— The budget
revises upward 2017-18 Middle Class Scholarshipe@G#r-und spending by $3.9
million (4.1 percent) to reflect updated cost esat@s. Compared to this revised level
of spending, the budget provides a $2.1 millior2 (@ercent) increase for 2018-19 to
account for projected cost increases.

New Grant Delivery System— The budget includes $7.4 million in one-timedung
for the California Student Aid Commission to cowstrdéor the replacement of its
online grant delivery system. The state provideading for earlier phases of this
project the past two years.

State Library

Various Programs — The budget proposes increases of: (1) $2.5amillseneral
Fund ongoing to expand the existing California aiyrLiteracy Services Program,
(2) $5 million one-time for broadband equipmentrgsa of which $2 million is for
libraries who lack access to the broadband netvwan#l,(3) $1.5 million one-time for
online systems for use by public libraries to suppéficient access to resources.

Other

Creates an Intersegmental Online Education Learning.ab for Faculty — The
budget proposes $10 million General Fund (ongoanged at improving the quality
of online courses at UC, CSU, and CCC. Under thee@wr’'s proposal, the Office
of Planning and Research would award a multiyeantgto a consortium of
institutions. The consortium, in turn, would trdaculty from all three segments on
effective practices for teaching online. The cohsor also would be charged with
procuring or developing technology that faculty case to better assess student
learning in their online classes, as well as deuatpand curating a virtual library of
exemplary online courses and course materials.

Resources and the Environment

» Cap-and-Trade Revenues- The Administration will propose the 2018-19
cap-and-trade expenditure plan in the Governor=nopng State of the State
Address. The Governor’'s proposal assumes that thidirdbe $1.3 billion in
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Greenhouse Gas Reduction Fund revenue to appm®pnidhe 2018-19 fiscal
year.

California Drought, Water, Parks, Climate, Coastal Protection, and Outdoor
Access for All Act — SB 5- If approved by voters in June 2018, SB 5 (denled
Chapter 852, Statutes of 2017, proposes the issuahc$4 billion in general
obligation bonds for California’s parks, water dhabd control infrastructure, ocean
and coastal protection, safe drinking water, grovwatdr management and climate
adaptation and resiliency. If voter-approved, thddet proposes $1.02 billion of the
bond for the first year of implementation, as natedarious sections below. Of this
amount, the budget proposes to dedicate $123 milioo climate adaptation and
resiliency programs.

Water Action Plan — The budget proposes to build on previous yeeifsrts to
build more reliable and resilient water systemsl icludes: (1) $61.8 million, from
SB 5, should the bond be approved by voters, ®iCtepartment of Water Resources
(DWR) for purposes of implementing the Sustaingbleundwater Management Act;
(2) $84 million, from SB 5, for the State Water Beces Control Board (SWRCB)
to provide for regional groundwater treatment aedhediation activities; (3) $98.5
million, from SB 5, for multi-benefit flood contrgbrojects and a new Floodplain
Management, Protection and Risk Awareness Progf@n$30 million, from SB 5,
for the Natural Resources Agency for purposes doSe5ea restoration; (5) $4.7
million for SWRCB and the Department of Food andiégjture to implement a new
program to assist communities, particularly disadaged communities, in
addressing safe and affordable drinking water ssaied, (6) $63 million, from SB 5,
for SWRCB to provide grants for infrastructure impements to public water
systems in disadvantaged communities for purpoteseeting safe and affordable
drinking water standards, including both drinkingiter and wastewater treatment
projects.

Department of Forestry and Fire Protection (CalFIRE) — The budget proposal
includes: (1) $97.6 million General Fund for CalEIRo purchase the next four
helicopters to replace CalFIRE’s existing fleetdd8) $26.6 million General Fund
for CalFIRE, the California Department of Correngoand Rehabilitation, and the
California Conservation Corps to operate a trairangd certification program for ex-
offenders in Ventura County.

Department of Fish and Wildlife (DFW) — The budget proposes $50.6 million of
ongoing funding ($6.6 million General Fund, $18lioi Motor Vehicle Account and
$26 million Tire Recycling Management Fund) for poses of addressing the
structural deficit in the Fish and Game Preservaiand and to improve and expand
DFW’s program activities.
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Department of Parks and Recreation- The budget proposes: (1) $42 million and
364 positions to increase services for various fanmg, with an emphasis on directly
benefitting park visitors by improving access, dndng and maintaining aging
infrastructure of the state parks system, whichrhase than $1 billion in deferred
maintenance projects; (2) $26.6 million in permadrending to address the structural
deficit of the State Parks and Recreation Fund$8% million to establish a prudent
reserve balance in the fund; (4) $4 million, frol® S, for project identification and
planning activities for purposes of allocating thend funds dedicated to the state
park system; and, (5) $464 million, from SB 5, toyide grants for improving and
rehabilitating local park facilities.

California Conservation Corps (Corps) — The budget proposes $120.5 million
($66.4 million General Fund) and 299.5 positions tfee Corps, and includes: (1)
$14.1 General Fund to begin four new, and rehabslitwo existing, residential
centers; and, (2) $2.3 million General Fund to supfive CalFIRE/Corps fire crews
for wildland fire suppression, emergency incidemtigation, and fire prevention and
resource management work.

Abandoned Oil Wells — The budget proposes $109 million General Furdsac
three years, including $58 million in 2018-19, the State Lands Commission to
permanently secure, plug and abandon, and decoiomisf wells and facilities,
located onshore and offshore, in Santa Barbard/antura Counties.

Public Utilities Commission (CPUC) — The budget includes $76.6 million to
implement several audit-related reforms in the fGalia Advanced Services Fund
program, as well as to implement the requiremehtd® 1665 (Garcia), Chapter
851, Statutes of 2017. The budget also includesifh of $2.2 million and 11
positions out of the CPUC to implement the requerta of SB 19 (Hill), Chapter
421, Statutes of 2017.

Transportation

Total Transportation Funding — The budget includes $18.7 billion for the vasou
transportation programs administered by the Califoifransportation Agency. The
budget includes $2.7 billion in fuel taxes allochte cities and counties for local
streets and roads, including $1.2 billion in revendrom the Road Repair and
Accountability Act of 2017 (SB 1).

Department of Transportation (Caltrans) Funding — The budget provides for total
expenditures of $13.6 billion by the departmente Phimary sources of funding are

Senate Committee on Budget and Fiscal Review P22 ¢ e



Summary of the Governor’'s Proposed 2018-19 Budget January 10, 2018

federal funds, state taxes on gasoline and diestl &nd vehicle weight fees (about
$12.4 billion), with additional funds from Propasit 1B bonds (about $129 million),
and reimbursements from local governments (about Killion).

Highway Maintenance and Repairs— The budget includes $2.8 billion in SB 1
funding for a variety of transportation program£attrans. This includes $1.2 billion
for highway maintenance and repairs, $400 million the repair of state-owned
bridges and culverts, $330 million for local trangrojects, $250 million for

congestion relief on commuter corridors, $200 milliin matching funds for the
Local Partnership Program, $100 million for actifransportation projects, $25
million for freeway service patrols, and $25 miflifor local planning grants, as well
as associated support costs.

Local Streets and Roads- The budget provides $1.2 billion in additionahdiing to
be distributed by formula to cities and countieslézal road maintenance.

Transit and Intercity Rail Capital — The budget provides $330 million from SB 1
revenues for transit capital investments that gle\greenhouse gas reductions, with
at least 50 percent of the funds going to disaggetd communities.

State Transit Assistance- The budget provides $355 million in SB 1 reventa
formula-based assistance to local transit operaioraddition to $500 million in
other base funding.

Trade Corridor Enhancements— The budget includes $306 million to fund freight
projects that address bottlenecks and improve timout on the state’s most
economically important trade corridors.

High-Speed Rail- The budget provides capital outlay funding c®#8nillion ($749
million in cap-and-trade funds and $148 millionRnoposition 1A bond funds) for
phase one of the blended system. It also propos@8 fillion in Proposition 1A
resources to provide funds to local agencies foalloegional components of the
high-speed train system.

Department of Motor Vehicles— The budget provides $15 million in Motor Vehicle
Account (MVA) funding for the first year of the fivyear, $89 million Front Ed
Sustainability project, which will replace softwafer vehicle registration and
managing service fees and payments. It also previdel million in MVA funding
to replace IT hardware that has reached the entd afeful life, and $2.7 million for
a new clean air vehicle decal program pursuant Bo584 (Bloom), Chapter 630,
Statutes of 2017.
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California Highway Patrol (CHP) — The budget proposes $4.5 million in MVA
funding to address a vehicle replacement backl8d #illion in MVA funding for
the first year of a $13.3 million effort to replaé87 dispatch radio consoles at 23
CHP communications centers; and $182 million in Mi#ding for radio tower and
facility replacement work across the state.

Health and Human Services

The Governor’s budget includes a total of $155llfohi ($37.4 billion General Fund
and $118.3 billion other funds) for health and harsarvices that serve low-income,
vulnerable individuals and families.

Health

Department of Health Care Services (DHCS)

The budget includes $104.5 billion ($21.9 billiorer@ral Fund) for DHCS, which
provides Californians with access to affordabléegnated, high-quality health care
including medical, dental, mental health, substamee disorder services, and long-
term care. Of this amount, the budget includes #68%illion ($219.1 million
General Fund) for state operations and $103.9hil|$21.6 billion General Fund) for
local assistance.

Medi-Cal Program — The budget proposes total expenditures of $101ll®rbi
($21.6 billion General Fund) for 2018-19, a 7.6geat increase in General Fund
spending compared to the revised 2017-18 estirividi-Cal is projected to provide
health care services to approximately 13.5 mill©@alifornians in 2018-19. The
budget assumes costs of $17.7 billion ($1.4 bill@@neral Fund) in 2017-18 and
$22.9 billion ($1.6 billion General Fund) in 2018-for the 3.9 million Californians
covered through the optional expansion of Medi-Cal.

The budget includes increased expenditures of $5#8lion General Fund in 2017-
18 compared to the 2017 Budget Act, primarily doiedtroactive payment of drug
rebates to the federal government and a highematgi of Medi-Cal managed care
costs.

Affordable Care Act (ACA) — Although the federal administration and leaders in
Congress have suggested major changes to the AQAMadi-Cal, the budget
continues to reflect existing state and federal [&lae budget notes that repeal of the
ACA without a replacement would affect the healtenéfits of millions of
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Californians and the recent federal repeal of tm#ividual mandate to purchase
health insurance may result in disruptions in ©@athia’s health care market.

Increase Proposition 56 Supplemental Provider Paynmés. The budget includes an
additional $232.8 million of Proposition 56 tobactax revenue to increase
supplemental payments to Medi-Cal providers to owpr access to care for
beneficiaries. Approximately $163 million would filinadditional supplemental
payments for physician services and $70 million Midund additional supplemental
payments for dental services.

In addition, the budget includes $64.5 million ($&inillion Proposition 56 tobacco
tax revenue) to fund a 50 percent rate increaséhdone health services provided
through the fee-for-service system and home- andhnoanity-based waivers.

According to DHCS, this rate increase was the tesfumonitoring efforts to detect
deficiencies in access to necessary medical careMedi-Cal fee-for-service

beneficiaries.

Children’s Health Insurance Program (CHIP) Reauthorization. Due to the failure
of Congress to approve long-term funding for CHWhich provides health care
coverage to 1.3 million children in California, theidget assumes an 88 percent
federal match only until December 31, 2017, and5ap@rcent federal match
beginning in 2018, consistent with assumptionshm 2017 Budget Act. However,
this assumption does not account for a recentlgtedaemporary extension of CHIP
funding until March 2018. The Administration indiea this funding will result in a
reduction of $150 million General Fund resourcesdeel to fund the program, due to
the three month extension of the enhanced 88 pencatth. These savings will be
reflected in the May Revision. If Congress failsapprove long-term funding for
CHIP, health care coverage will continue for madsthis population, but with a 50
percent federal match, resulting in higher Genéuald costs.

Coverage for approximately 32,000 pregnant wometh @mldren in the Medi-Cal
Access Program (formerly Access for Infants andhdot) could be at risk if CHIP
funding is not reauthorized, as this populatiohigher income and only eligible for
CHIP-related coverage. However, the state couldirmo@ this coverage as a state-
only, 100 percent General Fund program.

County Administration “Cost-of-Doing-Business” Adjustment — The budget
includes an additional $54.8 million ($18.5 milligdeneral Fund) to increase the
allocation for county administration of the MediiGaogram. The Administration
reports it was unable to procure a vendor to impletna new county administration
budgeting methodology, as required by SB 28 (Hatea)) Chapter 244, Statutes of
2013. The Administration indicates it will continweorking with stakeholders to
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develop the best mechanism to fund county admatistr in the future. In the
interim, the budget includes this increased aliocags a “cost-of-doing-business”
adjustment based on the estimated California Coasiirnce Index of 2.8 percent for
2018-19.

Hospital Quality Assurance Fee Extensior- The budget assumes General Fund
savings of $852 million in 2017-18 and $885 million2018-19 from the permanent
extension of the hospital quality assurance feesyant to Proposition 52 of 2016.
These figures reflect a decrease of $168.7 miltiompared to the 2017 Budget Act
due to federal changes to upper payment limit requents.

School-Based Medi-Cal Administrative Activities andLocal Education Agency
(LEA) Billing Option — The budget includes General Fund expenditures58f4
million in 2017-18 and $163.4 million in 2018-19repay the federal government for
overpayments to local education agencies for sebaséd Medi-Cal administrative
activities (SMAA) and the LEA Billing Option progma Overpayments for SMAA
are the result of back-casting deferred claims betw2009-10 and 2014-15 based on
a new claims methodology. Overpayments for the LHIWNng Option program are
the result of a federal audit that discovered imappate claiming of Title XXI funds.

Drug Medi-Cal Organized Delivery System Pilot— The budget includes $372.9
million ($76.2 million General Fund) in 2017-18 a®d billion ($209.8 million
General Fund) in 2018-19 for implementation of Beug Medi-Cal Organized
Delivery System pilot program. A total of 15 cowstiare estimated to implement the
waiver and provide services in 2017-18, with anitamithl 20 counties expected to
begin implementing the waiver in 2018-19.

340B Drug Billing Requirements Trailer Bill — The Administration proposes trailer
bill language to restrict the use of federal 340Bud Pricing Program
reimbursements within the Medi-Cal program, effextiuly 1, 2019. Existing law
requires 340B entities providing prescription driagsViedi-Cal beneficiaries to bill
the program at their actual 340B acquisition cpsis any applicable dispensing fee.
However, DHCS believes this billing requirementnist uniformly being met in
either the fee-for-service or managed care deliggstems, particularly when drugs
are provided through contract pharmacies. The Athtnation’s proposed language
would prohibit the use of 340B drugs in the Medi-@eogram, but would allow
340B pharmacies to continue to serve Medi-Cal beiagfes under standard Medi-
Cal drug reimbursement policies.
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Department of Public Health (DPH)

The budget includes $3.2 billion ($137.9 millionr@eal Fund) for DPH, which is
dedicated to optimizing the health and well-beifhglbCalifornians through a variety
of public health monitoring, protection, educatia@hrect services and emergency
preparedness activities.

Licensing and Certification: Los Angeles County Cotract — The budget includes
$1.9 million from the Licensing and Certificatiorrogram Fund for a one-year
extension of the Los Angeles County contract faalthecare facility licensing and
certification activities. DPH is also proposing ilea bill language to impose a
supplemental fee on regulated health care entiigsted in Los Angeles County to
account for the additional cost of administeringd aenforcing licensing and
certification of these entities.

Alzheimer’'s Disease Program Grant Awards- The budget includes $3.2 million
($3.1 million General Fund) for research relatinghe study of Alzheimer’s disease
and related disorders. This allocation includesoamgy General Fund expenditures of
$3.1 million, as well as a one-time expenditurerease of $104,000 from the
Alzheimer’'s Disease and Related Disorders Resdauoll, to allow the department
to fulfill contractual commitments.

Department of State Hospitals (DSH)

The budget includes $1.9 billion ($1.8 billion GealeFund) for DSH, which
administers five state mental health hospitals, Hoeensic Conditional Release
Program, the Sex Offender Commitment Program, badevaluation and treatment
of judicially and civilly committed patients. Thedainistration estimates that the
population served by the five state hospitals keidich a total of 6,828 in 2018-19.

Mental Health Diversion — The budget includes $117.3 million ($114.8 million
General Fund) to increase the state-county pahipets address the growing number
of people in the criminal justice system who anenid incompetent to stand trial due
to their mental health. Specifically:

e $100 million General Fund spent over three yearscanmunity alternatives
to increase diversion from the criminal justice teys for people who are
mentally ill.
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* $14.8 million General Fund for a partnership betwtdee Department of State
Hospitals and Los Angeles County to provide treatnme the community for
up to 150 people who have been found incompetestatad trial.

* $2.5 million from the Mental Health Services Achéls for the Mental Health
Services and Accountability Commission to provide tyears of consulting
services to assist counties in developing diverpiragrams.

Other Health and Human Services Issues

Certified Nursing Assistant Workforce Development— The budget includes $4.5
million to expand training slots and support heatltine facilities to meet the increase
in minimum direct care services hours for certifiadrsing assistants required
pursuant to SB 97 (Committee on Budget and Fiseaidiv), Chapter 52, Statutes of
2017. SB 97 requires skilled nursing facilitiespmvide a minimum of 3.5 direct
care service hours per patient day, with a mininodir2.4 hours provided by certified
nurse assistants. This budget allocation includes-tone funding of $2 million
Proposition 98 General Fund from the Strong WordoProgram and $2.5 million
from existing training programs at the EmploymeerwBlopment Department.

Human Services

Department of Social Services- The Governor proposes an overall 2018-19 budget
of $24.2 billion ($8.6 billion General Fund).

California Work Opportunity and Responsibility to K ids (CalWORKSs) — The
Governor proposes an overall 2018-19 budget of $8libn in federal, state, and
local funds for the program and estimates a cadaddd01,000 families (a decrease
of 11 percent).

» Home Visiting Initiative. The budget includes $26.7 million in 2018-19 for a
voluntary Home Visiting Pilot program for youngydi-time parents in the
CalWORKSs program. Home visitors would help parerdsigate and connect
to resources in the CalWORKSs program and othedaaiservices. A total of
$158.5 million in one-time Temporary Assistance fMaedy Families (TANF)
funds is being reserved for the duration of thetghrough 2021.

» Single Allocation Methodology. The budget includes a one-time
augmentation of $187 million for the county singéocation until a revised
budget methodology is adopted.
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In-Home Supportive Services (IHSS)- The budget includes $11.2 billion ($3.6
billion General Fund), a 7.7 percent increase imé&d& Fund costs over the current
year, and estimates a 545,000 person caseload i IA)

e IHSS Administration. The budget includes an increase of $27.8 million
General Fund in 2018-19 for county IHSS administeatcosts to reflect
revised workload and budget assumptions.

 Minimum Wage Increase and Sick Leave.The budget includes $260.3
million ($119.4 million General Fund) to reflectethmpact of the increasing
state minimum wage, and $29.9 million General Flordhe implementation
of eight paid sick leave hours for IHSS provideegibning on July 1, 2018.

Child Welfare Services: Continuum of Care Reform (@CR) — The budget
includes $238.2 million ($179.7 million General Eyrfor the department, county
child welfare agencies, and county probation depamts to continue implementation
of CCR reforms.

Supplemental Security Income/State Supplementary Banent (SSI/SSP)- The
estimated caseload for the SSI/SSP program is ill@mrecipients (28.6 percent
aged; 1.4 percent persons who are visually impairddind; 70 percent persons with
disabilities). Effective January 2018, maximum SSIP grant levels are $910 per
month for individuals and $1,532 per month for desp The Governor’'s budget
includes $2.8 billion General Fund for the SSI/$®&gram.

The budget includes an estimated growth factorwaf percent in 2018 and 2.6
percent in 2019 for the SSI (federal) portion @ frants. The budget also assumes a
corresponding increase in costs for benefits utfueistate-only Cash Assistance for
Immigrants (CAPI) program.

Department of Developmental Services (DDS)
The Governor proposes an overall 2018-19 budgeDIo& of $7.3 billion ($4.4
billion General Fund).

DDS estimates the number of persons with developmhatisabilities receiving
services and supports in the community to be 388,08e estimated population in
developmental centers as of July 1, 2018, is 5dwituals. By June 30, 2019, that
number is estimated to decrease to 361 individuals.

Developmental Centers— The state is in the process of closing all sbpierated
developmental centers, except for the secure terdtrarea at the Porterville
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Developmental Center and the Canyon Springs facilihe Sonoma Developmental
Center will close in December 2018 and no longeeikes federal funding for its
intermediate care units. The Fairview Developmertanter and the general
treatment area at Porterville are scheduled toeclas the end of 2021. The
Department will continue to receive federal fundfog individuals residing in those
two facilities until they close in 2021.

Regional Centers— The budget includes about $4.1 billion Genetald=in 2018-19
for services and supports provided or secured jyomal centers, an increase of
about $319.6 million over the updated current yeratget. Major proposals include:

* Minimum Wage Increase. $97.6 million of the aboventioned increase
reflects the impact of the increasing state minimwuage.

General Government and Local Government

The budget includes several proposals related #&bewide issues and cross-
departmental functions.

Emergency Communication and Warning Systems- The budget includes $11.5
million State Emergency Telephone Number AccouT(SA) funds to update the
state’s 9-1-1 system. The budget also proposesvtserthe SETNA fee structure to a
per-subscription flat-rate on all voice and datanpl instead of the current fee which
is charged on intrastate voice plans as a perceriéggon total intrastate calls. $15.8
million General Fund is included in the budget fmrildout and support of the
California Earthquake Early Warning System.

Voting System Replacement- The budget includes a one-time augmentation of
$134.3 million General Fund for the purchase ofigagent and software to replace
voting technology in all counties throughout thatst The state would share 50
percent of the costs, and counties would be redperfer the other 50 percent.

Funding for Affordable Housing — The budget allocates $538 million and 81
positions to the Department of Housing and CommuD#velopment to implement
the 2017 housing package. This includes $3 milliorGeneral Fund resources as
well as resources from an estimated $258 millionreal estate transaction fee
revenue for housing programs, plus proceeds fran®st 3 housing bond that will be
available upon voter approval in November 2018.

Employee Retirement— The budget proposes $475 million within the Bsijpon 2
debt payment to pay down the General Fund’'s pomiothe supplemental pension
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loan to the California Public Employees’ Retirem@&ystem (CalPERS) that was
approved in the 2017-18 budget from the Surplus éfemy Investment fund.
Additionally, the budget includes $6.2 billion ($3billion General Fund) total for
state contributions to CalPERS for state pensi@isc®f this $686 million General
Fund is for the California State University empleyetirement costs.

Teachers’ Retirement Contributions— The budget proposes $3.1 billion General
Fund total for state contributions to the Califar@tate Teachers’ Retirement System
(CalSTRS).

Retiree Health Care Benefits- The budget includes $2.2 billion total for retire
health care benefits for 2018-109.

Employee Compensation- The budget provides $1.2 billion for increasetpmbyee
compensation, health care costs for active statgoy@es, and retiree health care
prefunding for active employees. In addition, trdmfnistration will begin collective
bargaining negotiations with four of the state’slidkgaining units, whose contracts
with the state will expire in late June or earlyyJ2018.

Military Department — The California Military Department oversees andnages
the California National Guard, the California Ca@etrps, the State Military Reserve
and the Naval Militia. The budget includes $6.5limil General Fund to expand the
California Cadet Corps to serve close to 22,00ah@by 2022-23. The budget also
includes a total of $3.6 million General Fund tgplement the Porterville Military
Institute College Preparatory Academy and proviggspnnel at the California
Military Institute.

Department of Technology— The Department of Technology, the state’s central
information technology (IT) organization, approvesd oversees statewide IT
projects, statewide IT professional developmend, @ntralized IT services to state
and local governments. The budget includes onempagmram change with the goal
of improving the information security program. Thadget includes $4.7 million
($1.5 million ongoing) to augment the Security $iolos Unit. These resources
would improve the Department’'s Security Operati@enter efficacy by procuring
and maintaining information security technologies.

Department of General Services— The budget includes a total of $60 million
General Fund for various infrastructure project30.8 million is intended for the
continuation of the State Printing Plant demolifi@®.2 million is to be used for
renovation of the Gregory Bateson Building, $6.3liom for the Jesse Unruh
Building renovation, and $18.1 million for a newfioé complex on Richards
Boulevard at the former site of the State Prinfhant.
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Department of Veterans Affairs— The budget includes $15.7 million General Fund
for the beginning plans of a new skilled nursingility at the Yountville Veterans
Home of California. $571,000 is also proposed fa&r tontinuation of the California
Central Coast Veterans Cemetery.

Department of Insurance— The Department of Insurance, which regulatesiki@
largest insurance economy in the world, licensekragulates insurance companies
and individuals, enforces insurance laws and réiguis, and assists customers in
their dealings with insurers in California. The ged includes one major program
change to improve fraud investigation and preventihe budget includes, through
use of settlement revenue, $8.2 million GeneraldFto continue enhanced fraud
prevention, investigation, and prosecution.

Property Tax Backfill — Thebudget includes $23.7 million to backfill propetx
revenue losses that cities, counties, and spe@tiats will incur in 2017-18 and
2018-19 due to the October 2017 Northern Califomidfires. This estimate will be
adjusted in the May Revision and the adjustmenrtimglude backfilling property tax
revenue losses incurred due to the December 20Lth&o California wildfires.
Property tax losses incurred by K-14 schools olierdame time period due to the
October 2017 wildfires are backfilled under thegerstion 98 funding mechanism.

Census 2020- The budget includes $40.3 million for statewidatreach,
coordination, and other activities related to tB2@Census count.

Tax Administration Reform — Priorto July 1, 2017, the State Board of Equalization
(BOE) administered a variety of tax and fee prograas well as adjudicated appeals
for these tax and fee programs. The Departmenisnaince’s Office of State Audits
and Evaluations released a review of the BOE inc&017 that uncovered board
member practices that “[interfered] with administra practices, created
inconsistencies in operations” and resulted inrerin sales tax revenue allocation
totaling in “hundreds of millions of dollars.” Thieegislature and Administration
worked together to reform tax administration, |eadio the creation of two new
departments—the Office of Tax Appeals and the Galih Department of Tax and
Fee Administration. The budget allocates resoutcethe three departments in the
following manner:

e Board of Equalization - The budget includes $30.4 million ($30 million
General Fund) and 204 positions.
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» California Department of Tax and Fee Administration - Effective July 1,
2017, the California Department of Tax and Fee Austiation assumed the
statutory duties formerly performed by the BOE. Thelget includes $664
million ($354 million General Fund) and 4,270 pumsis.

» Office of Tax Appeals— Established on January 1, 2018, the Office of Ta
Appeals performs tax appeal duties formerly assigiwethe State Board of
Equalization for personal income, franchise, ankssand use taxes. The
budget includes $20 million General Fund and 8Gtioos.

California Competes Tax Credit — The budget proposes the extension of the
California Competes tax credit program at $180iamlifor five years. In addition, 1)
$20 million is proposed to provide direct assiseabe small businesses and, 2) a
reconstituted $50 million per year credit is progb$o encourage small businesses to
hire individuals with barriers.

California Alternative Energy and Advanced Transportation Authority — The
budget includes one major program change for eneffggiency pilot programs. The
budget proposes an increase of $8.2 million limteyth funding through 2020-21 to
continue administering the ratepayer-funded pilodgpams to encourage private
lenders to develop financial products for enerdicieincy projects.

California Secure Choice Retirement Savings Investant Board — By statute, the

California Secure Choice Retirement Savings InvestnBoard is authorized to
implement the California Secure Choice Retirementirf®)s Program for California

private sector employees who have no access toplamd retirement savings plans.
The budget includes a $2.5 million General FundrnLaad five positions for the

Program’s start-up and administrative activities.

State Controller — The budget proposes the following four majorgoam changes:

» Personnel and Payment Services Workload- The budget proposes $6
million ($3.5 million General Fund) ongoing in 2618 and 2019-20, and
approximately $4.2 million ($2.4 million General i) one-time to support
this workload.

* Integrated Data Management System Replacement Workhd — To support
Integrated Management System contract costs andhagpent positions
associated with developing and implementing a systeigration plan, the
budget proposes approximately $5.5 million ($2.3liom General Fund) in
2018-19 through 2022-23.
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* Road Maintenance and Rehabilitation Program- The budget proposes $0.9
million in 2018-19 and 2019-20 and $0.4 million oy to perform audits
and ensure city and county compliance with maimeaaf effort expenditure
requirements per SB 1.

» Financial Information System of California (FI$Cal) — The budget proposes
$5.4 million ($3.1 million General Fund) in 2018-48d approximately $7.5
million ($4.3 million General Fund) through 2021-2support an integrated
solution to transition the State Controller Offiedéegacy systems to FI$Cal.

Franchise Tax Board — The budget proposes the following three majagmm
changes:

» Audit Staffing Increase — The budget includes $7.8 million General Fund to
allow the Franchise Tax Board to fill vacant aymbsitions.

* Information Technology Security Enhancements— The budget includes
$4.9 million General Fund and 23 positions foréndancement of information
technology security systems and procedures.

» Enterprise to Revenue Project— The budget includes $2.5 million General
Fund to convert, to permanent status, 20 limiteohtpositions that provide
ongoing maintenance and operations services for Bhterprise Data to
Revenue project.

State Treasurer — The State Treasurer provides banking services state
government with the goals of minimizing interest aervice costs and maximizing
yield on investments. The budget proposes one majagram change for
infrastructure support and sustainability. To aliire department’s information
technology infrastructure budget with its recemsiorgce growth, the budget proposes
a General Fund appropriation of $450,000 in 201841 $400,000 ongoing.

Trial Courts, Corrections, and Local Law Enforcemernt

Judicial Branch
The budget proposes total funding of $3.8 billi$d.0 billion General Fund) for the

Judicial Branch in 2018-19, of which $2.9 billiaprovided in support of trial court
operations.
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Trial Court Operations — The budget proposes $47.8 million General Fandrial
courts that are currently funded below 76.9 peroémieir overall funding according
to the Workload-Based Allocation and Funding Methlody (WAFM).

Discretionary Funding — The budget proposes $75 million General Fundttier
Judicial Council to fund their priorities for triaburts.

Trial Court Construction — The budget proposes $32.2 million from the Imiaied
and Critical Needs Account to complete the desifjithaee courthouse projects in
Riverside, Sonoma, and Stanislaus counties. In kihdget, the Governor also
commits to providing over $1 billion in General Fidbacked lease revenue bonds to
complete construction for the next ten courthousgepts ready to proceed to
construction.

Self-Help Services— The budget proposes $19.1 million General Funéxpand
self-help services in trial courts throughout thates This brings total funding for
self-help services to $30.1 million.

Trial Court Trust Fund Backfill — The budget proposes $34.1 million General Fund
to backfill reductions in fine and penalty revenne€018-19. In addition, the budget
proposes $25.9 million General Fund for trial caamployee retirement and health
benefit costs.

Language Access- The budget proposes $4 million General Fund foaed the
availability of interpreter services for civil mats in all courts.

Civil Traffic Pilot — The budget proposes $3.4 million General Furnichfdement a
five-court pilot to provide a civil model of adjuadition for minor traffic violations.

California Department of Corrections and Rehabilitation

The budget proposes total funding of $12 billiodX% billion General Fund and
$313 million other funds) for the California Depadnt of Corrections and
Rehabilitation (CDCR) in 2018-19. This is an in@eaf approximately $1 billion
over 2016-17 actual expenditures.

Adult Institution Population — The adult inmate average daily population is
projected to decline from 130,317 in 2017-18 t0,422 in 2018-19, a decrease of
2,905 inmates. This constitutes an increase from2017 Budget Act's 2017-18
projection.
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Parolee Population— The average daily parolee population is propktteincrease
from 46,971 in 2017-18 to 49,794 in 2018-19, amaase of 2,823 parolees. This is a
decrease from the 2017 Budget Act projections.

Division of Juvenile Justice (DJJ) Population— The DJJ's average daily ward
population is decreasing when compared to 2017 &udfct projections.
Specifically, the ward population is projected t&ckase by 121 in 2017-18, for a
total population of 615; and to increase by 30 ®1&19, for a total population of
645.

Firefighter Training and Certification Program - The budget proposes $26.6
million General Fund to establish a Firefighter ifinag Center at the Ventura
Conservation Camp for 80 people who were formenlyaicerated to receive the
necessary training and job skills to work as cafieefighters.

Statewide Prison Employment Initiative — The budget proposes $16 million
General Fund for a partnership between the CaldokVorkforce Development

Board, California Department of Corrections and &telitation, and the California

Prison Industry Authority that will provide servidor regional and local planning
and implementation to integrate reentry and woddaservices for people who were
formerly incarcerated.

Rehabilitative Programming — The budget proposes $454.4 million General Fund
for providing rehabilitative programming for adutimates. Specifically, the budget
proposes the following increases in funding:

* $6.7 million General Fund to increase career texir@ducation programming
to 13 additional prisons, creating 338 additionailss

» $2.7 million General Fund to expand self-help gmyugxpanding the available
groups from 1,100 in 2016-17 to over 3,000 by 2098-

e $4 million from the Inmate Welfare Fund to providehabilitative
programming grants to non-profits that provide t@litative programs that
have demonstrated success.

Infrastructure Investment — The budget proposes $131.1 million General Fond

prison infrastructure improvements, including $6thiflion for roof repairs and $20
million for mold abatement.
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Mental Health Treatment Bed Capacity — The budget proposes $20.1 million
General Fund to add bed capacity for women whaorapgison and create flexibility
in some of the mental health treatment beds for. men

Division of Juvenile Justice: Age of Jurisdiction— The budget proposes increases
to the age of jurisdiction from 23 to 25 for yowttno are committed by the juvenile
court who can be housed at the state’s juvenikcpifacilities.

Young Adult Offender Pilot Program — The budget proposes $3.8 million General
Fund to establish two housing units to support artdpAdult Offender Pilot Program
that would divert young offenders who have commditgpecified crimes from an
adult prison to a juvenile facility.

Inmate Health Care — The budget proposes $3.1 billion for inmate theahre,
augmenting funding by $12.8 million General Fundoe&fically, the budget
proposes the following increases:

e $8.3 million to complete the integration of the &tenic Health Records
System.

* $4.5 million to lease automated drug cabinets émtolled substances.

Health Care Transportation — The budget proposes $17.5 million General Fund to
replace high-priority health care vehicles.

Local Public Safety

Revenue for Realigned Public Safety Responsibilise— The Administration
estimates that $2.6 billion in revenue will be éafale to fund realigned activities,
with an additional $318 million available in theogith account.

Proposition 47 State Savings- The Administration estimates that the 2016-17
savings associated with Proposition 47, the RedWRedalties for Some Crimes
Initiative (2014), will be $64.4 million in 2017-1&n increase of $18.8 million in
savings over 2016-17. Ongoing savings are estirtatbd $69 million.

Post Release Community Supervisior The budget proposes $29 million General
Fund for county probation departments to supentise temporary increase in
offenders on post release community supervisioa @E&sult of the implementation of
court-ordered measures and Proposition 57.
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Community Performance Incentive Grant — The budget assumes $106.4 million
General Fund for county probation departments fapstt the continued efforts of
counties to reduce the number of offenders septison.

Mental Health Diversion' — The budget proposes $117.3 million ($114.8 oilli
General Fund) to increase the state-county pahipets address the growing number
of people in the criminal justice system who anenid incompetent to stand trial due
to their mental health.

! For additional details on the Department of Skuepitals and other proposals related to mentdttheaatment, see
the Health section of this summary.
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