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Subject:
MID-YEAR FISCAL REVIEW – FISCAL YEAR 2007-08
Introduction
As you are aware, a mid-year review of the County’s budget status, focusing particularly on the General Fund, is an important element of our on-going fiscal monitoring process.  Using six months’ worth of actual revenue and expenditures, we work with departments and the Auditor’s Office to forecast revenues, expenditures and Net County Cost, or General Fund Contribution, through the end of the fiscal year.  This review enables us to address any current-year budget problems in a timely manner.  It also assists us in preparing the FY2008-09 Budget, in part by providing an estimate of the FY2007-08 General Fund ending fund balance.  As you know, the current year ending fund balance becomes the beginning fund balance, and thus a major budget resource, for the next fiscal year. 

As you are also aware, there are still many uncertainties with regard to future revenues and expenditures and these projections are, of necessity, somewhat problematic.  After we have nine months of actual expenditure and revenue data, staff will be conducting a Third Quarter fiscal review which will provide a more accurate picture of what our year-end fiscal status is likely to be.

In addition to providing your Board with a Mid-Year fiscal status report, we typically take this opportunity to give you an overview of the Governor’s Proposed State Budget for the upcoming fiscal year, focusing on its potential impact on the County’s financial condition.

Mid-Year Fiscal Review
General Fund Current Year Fiscal Status
Using the most current financial information available, we believe that the General Fund will likely complete this fiscal year (2007-08) with an unreserved/undesignated ending fund balance of approximately $12.6 million.  This is roughly a $10.4 million, or 45%, decrease compared to the FY2007-08 Adjusted Beginning Balance.  
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GENERAL FUND SUMMARY

2007-08 Fiscal Year




     2007-08

            2007-08





           
Adjusted Budget
           Estimates

Difference

Resources:

  Fund Balance
             $ 22,945,803

         $  24,385,131
           $  1,439,328

  Revenue

    187,414,313         
           182,200,512

  (5,213,801)

Total Resources:
   210,360,116

            206,585,643                  (3,774,473)

Requirements:                   

  Expenditures                204,770,510 

194,033,505

(10,737,005)

  Contingency                     5,572,284


                  0                  (5,572,284)               
Total Required:               210,342,794

194,033,505                (16,309,289)

Difference:

             17,322

  12,552,138                  12,534,816

(Est. Ending Balance)

The following is a brief explanation for the “differences” in each resource or requirement category identified in the above table.

A. Fund Balance:   The FY2007-08 undesignated/unreserved Fund Balance is estimated to be approximately $1.4 million, or 6%, higher than the Adjusted Budget undesignated/unreserved Fund Balance.  The primary reason for this is that the final audited FY2006-07 unreserved/undesignated Ending Balance was determined to be approximately $1.2 million higher than the Auditor-Controller’s September Fund Balance estimate. In addition, the estimated Fund Balance reflects the cancellation of two Health & Human Services designations, totaling approximately $254,000.  These designations have not yet been cancelled, but cancellation will be proposed in the near future to cover certain projected FY2007-08 expenditures.
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B. Revenue:  FY2007-08 revenues are estimated to be approximately $5.2 million, or 3%, lower than the amount included in the Adjusted Budget.  Discretionary, or general purpose, revenues are projected to total $81.4 million, which is $900,000, or 1%, higher than the budgeted level of $80.5 million.  The main reasons for this relatively minor increase include:

1. Secured Property Tax and VLF Swap Property Tax revenues, taken together, are projected to be approximately $900,000 (2%) higher than budgeted (both of these property tax revenues are allocated on the same basis).  Despite the problems in the housing market, countywide assessed value still increased in 2007 compared to the prior year.  The Assessor is projecting that, in 2008, assessed value will also increase, but at a significantly lower rate.

2. Sales tax revenue is projected to be approximately $222,000 (4%) higher than budgeted.  Based on the most recent data available, sales tax growth in the Bay Area generally, and Napa County in particular, continues to be relatively strong, despite the weakening of the economy nationally.

3. Transient Lodging Tax revenue is projected to be approximately $845,000 (10%) higher than budgeted.

     These and other discretionary revenue increases compared to the Adjusted Budget are partially offset by certain projected discretionary revenue decreases, including a $713,000 (25%) decrease in Supplemental Property Tax revenue and a $604,000 (34%) decrease in Property Transfer Tax revenue.  These decreases are due to the decline in the housing market.
 Departmental revenues are projected to be approximately $6.1 million (6%) lower    than the budgeted level.  This is due primarily to:

1. A $3.5 million reduction in revenue for capital projects in the Capital Improvement Program (CIP) and Parks budgets, since certain project expenditures are not expected to be made this year and revenue is not received until the expenditures are made.  The revenue reduction in the CIP budget is primarily from grant funds associated with the Rutherford Dust and communications tower projects. The revenue reduction in the Parks budget is primarily from Proposition 40 funds that will be used to purchase Skyline Park whenever that purchase occurs.  Most of the 
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projects not completed in FY2007-08 – and the related revenue - will be rolled over into the FY2008-09 budget.

2. A $1.1 million reduction in revenue for various Health & Human Services Agency programs, including a $536,000 reduction in Mental Health revenue (due primarily to the fact that the Governor vetoed AB 2034, which provided funding for the Integrated Services for Homeless Adults program, and the implementation of the new Anasazi computer system, which has required that considerable staff time be diverted from providing services that are reimbursable) and a $549,000 decrease in Social Services revenue (due primarily to employee vacancies and reductions in State funding for certain programs).  Almost all of the revenue reduction in Social Services and some of the revenue reduction in Mental Health is offset (and in some cases caused by) expenditure reductions.

3. A $1.2 million reduction in revenue in the General Fund Road Department budget from private parties that would be used to fund the installation of a left turn lane.  The revenue will not be received in FY2007-08 because the project will not be constructed in this year.  Expenditures related to this project – and related revenue – will be re-budgeted in FY2008-09.

These and other revenue reductions are partially offset by revenue increases in a number of areas, including a $277,000 increase in Property Management revenues (due primarily to increased work performed for the Courts and certain County departments) and  a $211,000 increase in revenues to the Conservation, Development & Planning Department (due primarily to higher than anticipated fee collections).

C. Expenditures:  Departmental expenditures are projected to be approximately $10.7 million (5%) lower than the Adjusted Budget level.  This is due primarily to:  (1) salary savings in a number of departments due to higher than expected vacancy rates and difficulty in filling certain positions; (2) a $6.4 million reduction in capital project expenditures in the CIP, Parks and Road Department budgets (in most cases these expenditures will be made in succeeding fiscal years); and (3) miscellaneous reductions in services and supplies expenditures in a number of different budget units.

D. Contingency:  This review assumes that none of the remaining Contingency will be “spent” this fiscal year (and any “use” of the Contingency that may be necessary is reflected in the above-projected expenditures).

An estimated unreserved/undesignated ending fund balance of approximately $12.6 million suggests that the General Fund would have the necessary resources to make it through the rest of 
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fiscal year without the need to make expenditure reductions beyond those that have already been made or assumed in these projections.  The implications of this forecast for FY2008-09 and beyond, however, are less clear.

The General Fund’s actual, audited, undesignated/unreserved FY2006-07 ending fund balance (not including the encumbrance reserve and before cancelling or adding to any designations in FY2007-08) was $18,963,650.  Thus, the estimated FY2007-08 ending balance of $12,552,138 is $6,411,512, or 34% lower then last years ending balance.  Since Mid-Year projections have historically been more conservative than actual year-end revenue and expenditure figures, it is likely that the General Fund FY2008-09 undesignated/unreserved beginning balance will be higher than the level projected here.  And, in FY2007-08 there were certain one-time uses of fund balance or expenditures (such as transferring $6.2 million to the Accumulated Capital Outlay Fund, establishing a $1.9 million designation for Road Fund needs and increasing the General Reserves by $420,000) that will not necessarily need to be made in FY2008-09.  On the other hand, in FY2007-08 a $4.1 million designation was cancelled to help fund the County’s Other Post Employment Benefits (OPEB) obligation.  That obligation will continue in FY2008-09 and beyond, but there is no designation for this purpose that can be cancelled to help offset the cost.  And, while the County will be facing increasing salary and benefit and other costs (it appears that the rate of inflation is increasing), given conditions in the housing market, the general state of the economy and the State’s budget difficulties, a number of the County’s revenue sources are looking more problematic.

To factor all of the above-issues into assessing the County’s longer-term fiscal condition, staff will once again be preparing a General Fund Five Year Revenue/Expenditure Forecast for your review.  As you recall, based on information available a year ago, last year’s Five Year Forecast indicated that the General Fund appeared to be in structural balance, but it was a precarious balance.  This more recent information suggests that our longer-term fiscal situation may be somewhat more problematic.

Finally, it is important to remember that, in addition to the undesignated/unreserved fund balance used to help finance the FY2007-08 budget, the General Fund’s FY2007-08 fund balance also includes approximately $29 million in reserves and designations for a variety of purposes.

Mid-Year Review of Department Budgets

This section generally focuses on current year General Fund, Special Revenue Fund and Enterprise Fund departments, where expenditures and/or Net County Cost/General Fund Contribution are projected to exceed the budgeted level by $50,000 or more.  In addition, information is provided regarding certain other budget units where there are significant fiscal issues that the Board may need to address.  Information concerning the Mid-Year fiscal status of all budget units is provided in Attachment A.
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In general, where a budget unit is projected to exceed the approved appropriation level or Net County Cost, it is recommended that the Department be directed to make every effort to come in within the budgeted Net County Cost level and that the Department’s fiscal status be revisited as part of the Third Quarter Fiscal Review.  Any needed budget adjustments will be made at that time.  Budget adjustments would only be recommended at this time if it is estimated that there is insufficient appropriation authority to cover projected expenditures that will occur between now and the Third Quarter Review.

General Administration/Finance

General Fund Budget Units:

County Contributions (18600):  Expenditures and Net County Cost are projected to be approximately $224,000 (2%) higher than the Adjusted Budget level.  Revenues are projected to come in as budgeted.  The projected increase in expenditures is due primarily to the Board’s approval of a $460,000 loan from the County’s General Fund to the Napa Berryessa Resort Improvement District (the loan is scheduled to be repaid in FY2008-09).  This expenditure increase is partially offset by projected reductions in expenditures in a number of areas, including a $150,000 reduction in the amount budgeted to be paid to the City of Napa under the Regional Housing Needs Allocation Memorandum of Understanding (MOU) with the City.  In October of 2007 the County and City entered into a new MOU that, among other things, eliminated the County’s obligation to make Housing Allocation revenue sharing payments to the City.

Clerk Recorder (28000):  Expenditures are projected to be approximately $104,000 (11%) lower than the Adjusted Budget level, revenues are projected to be approximately $170,000 (20%) lower and the Net County Cost is projected to increase by approximately $66,000 (61%).  The projected decrease in expenditures is due primarily to salary savings which are the result of a decision not to fill a limited term Assessment-Records Assistant position and the fact that an employee has been on extended disability leave.  The projected decrease in revenue is due in part to the fact that the unfilled limited term position would have been funded with Recorder’s Modernization Trust Fund monies and since the position was not filled, the revenues were not received.  Part of the reason for the revenue reduction and the primary reason for the increase in Net County Cost is that fewer documents are being recorded, due to the downturn in the housing market.  For calendar year 2007 there was a 14% reduction in document recordings compared the prior calendar year.
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Community Resources/Infrastructure
Non-General Fund Budget Units:

Roads (30000)/Road Fund (1090):  Expenditures are projected to be approximately $4.8 million (36%) lower than the Adjusted Budget level and revenues are projected to be approximately $5.1 million (40%) lower, requiring the use of approximately $300,000 in additional fund balance.    The projected decrease in revenue is primarily due to the fact that the Department estimates it will not receive approximately $4.2 million of budgeted FEMA revenue related to the January 2006 flood events and that the County will not receive $816,000 in Proposition 1B funds until FY2008-09.  The projected decrease in expenditures is due primarily to reduced spending on flood repair projects because of lack of FEMA revenue.  In addition, the Department’s projections do not assume that the $421,000 partial repayment of the General Fund loan to the Road Fund included in the Adjusted Budget will be made this year.  Given all this, the Department is estimating that the Road Fund will end the 2007-08 fiscal year with a budget (or accrual) basis ending fund balance of approximately $1.3 million.

As the Board is aware, in FY2005-06 your Board authorized a $722,691 short-term loan from the General Fund to the Road Fund to keep the Road Fund from ending that fiscal year with a cash deficit (it is against State law for a fund to end the year with a cash deficit).  It was anticipated that that loan would be repaid within a year or two, once all FEMA funds related to the December 2005/January 2006 flood repairs were received.  However, because of the delay in resolving the FEMA reimbursement issue and the Road Fund’s precarious cash flow situation, no repayment was made in FY2006-07 and, as noted above, the Department is not proposing to make a partial repayment this fiscal year.  Assuming that repayment is not made, the Department currently estimates that the Road Fund will end FY2007-08 with a cash basis ending fund balance of approximately $540,000.  It is anticipated that the Road Fund’s cash flow situation will improve somewhat in FY2008-09, when the County receives deferred gas tax money and Proposition 1B funds, however the Fund’s longer-term fiscal status remains problematic. 
Law and Justice
General Fund Budget Units:
Conflict Public Defender (22700):  Expenditures and Net County Cost are projected to be approximately $172,000 (20%) higher than the Adjusted Budget level.  Approximately $75,000 of this increase is the result of two Sexually Violent Predator (SVP) cases that were declined by the Public Defender and sent to conflict attorneys (when the new contracting plan was put in July 2007 it was anticipated that the Public Defender would handle most SVP cases).  The remaining increase is due to two homicide cases assigned to conflict attorneys prior to the implementation 
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of the conflict defender contracts and an increase in gang violence that has resulted in more than six defendants and required the Courts to appoint attorneys outside the regular contract attorneys (six conflict defender contracts were awarded as part of the new contracting plan).  Staff will continue to monitor this budget unit closely and work with the Public Defender to address the issue of SVPs.

Care of Juvenile Court Wards (57000):  Expenditures and Net County Cost are projected to be approximately $114,000 (22%) higher than the Adjusted Budget level.  The Probation Department estimates, but has no control over, the number of wards sent to camp or residential placement each year, since that decision is made by Judges.  For FY2007-08, the Department budgeted for 20 wards to be in camp or placement at any one time, based on past experience.  That average was maintained until January of 2008 when the number began to increase.  There are currently 29 wards in placement.  The Probation Department believes that the primary reasons for the increase in wards in placement are the fact that children with a higher level of charges are entering the system, the fallout from the recent gang fight in American Canyon and a string of residential burglaries in Napa and judicial sentencing practices.  The Department plans to cover this over-expenditure by transferring appropriation authority from the Probation and Juvenile Hall budgets.

Human Services
General Fund Budget Units:

Overall, the Health & Human Services Agency is projecting that expenditures will be approximately $1 million (15%) lower than the Adjusted Budget level, revenue will be approximately $1.1 million (19%) lower and the Agency’s Net County Cost will increase by approximately $90,000 (1%).  The Agency is proposing to cover this increase in Net County Cost by cancelling $253,000 in designations as had been planned.  These designations were originally established with leftover grant funds provided by the First Five Commission and Auction Napa Valley.  Only two of the Agency’s eight budget units are projected to exceed their Adjusted Budget appropriation authority or Net County Cost by more than $50,000 as described below.  However, since the Agency budgets on a total Agency bottom-line basis, the cancellation of the two designations will leave the Agency with a projected year-end positive balance of approximately $164,000.
Mental Health (42000):  Expenditures are projected to be approximately $226,000 (1%) lower than the Adjusted Budget level, revenues are projected to be $536,000 (3%) lower and Net County Cost is projected to increase by approximately $310,000 (9%).  The primary reason for the reduction in expenditures is salary savings due to unanticipated vacancies and difficulty in filling positions, partially offset by increases in contract services and managed care outpatient costs.  One reason for the increase in contract costs is the placement of more children in 
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residential mental health facilities due to increased demand for services.  The increase in managed care outpatient costs is also due to increased service demands.  The reduction in revenue is due primarily to the implementation of the Anasazi computer system (which diverted
staff time from reimbursable services), and the loss of AB 2034 funds (the Integrated Services for Homeless Adults program funded by AB 2034 was vetoed by the Governor).  Despite the loss of AB 2034 funds, the Department was able to continue funding part of the Integrated Services for Homeless Adults program by introducing new services that could help achieve goals of AB 2034 but would be eligible for funding with already- budgeted  Mental Health Services Act monies. 

Substance Abuse Services (42200):  Expenditures are projected to be approximately $185,000 (4%) higher than the Adjusted Budget level, revenues are projected to be $251,000 (9%) higher and Net County Cost is projected to decrease by approximately $66,000 (3%).  The primary reason for the increase in revenues is the receipt of a new Safe and Drug Free Schools grant and an increase in Offender Treatment Program funding. The primary reason for the increase in expenditures is the resulting increase in Safe & Drug Free Schools Program expenditures. 

State Budget Issues
When he released his FY2008-09 Proposed State Budget on January 10th, the Governor indicated that the State was facing a cumulative FY2007-08 and 2008-09 deficit of $14.9 billion.  To deal with this problem, the Governor’s Budget proposed a number of actions, including issuing $3.3 billion in economic recovery bonds, reducing education spending in FY2007-08, suspending the Proposition 98 minimum funding guarantee for education in FY2008-09 and implementing a 10% across the board reductions in most State programs.  The Governor also declared a fiscal emergency, as authorized by Proposition 58, which required the Legislature to act within 45 days to “address” the current year deficit of $3.3 billion.  Additionally, the Governor proposed a constitutional amendment that would implement budget reforms he believes are necessary to provide balanced budgets in future years.  The constitutional amendment would require that revenues in excess of a long-term average rate of growth be deposited in a Revenue Stabilization Fund and that there be automatic reductions in State spending when a deficit has been determined.

The following are some of the key elements of the Proposed State Budget that could impact Napa County.  It should be kept in mind, however, that it is early yet in the budget process and it is likely that the final budget approved by the Legislature will look different than the Governor’s Proposed Budget.  We will have a better idea of what will happen in the budget process when the Governor issues his May Revision.
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General Government/Finance

· The Proposed Budget does not provide any funding for the Property Tax Administration Program (PTAP).  This Program was also not funded this (2007-08) fiscal year.  In prior years the County received about $366,000 annually.  For this year, the County utilized 
monies in the PTAP Trust Fund to pay for the program-related activities (the current balance is approximately $265,000), but the Department has decided to scale this effort back in order to stretch the money over a longer period of time.
· The Proposed Budget does not include funding to reimburse counties for the cost of the February election, though, apparently, there are still discussions going on concerning this issue.  The cost to Napa County for this election was approximately $350,000.
· The Proposed Budget includes a proposal to change how SB 90 mandate reimbursements are paid to local government.  Currently, mandates are paid based on the estimated cost and then costs are reconciled at the end of the year.  The Governor’s proposal would delay reimbursements until the end of the year and only pay based on actual costs.
Law/Justice/Public Safety

· The Proposed Budget provides the full funding level for the second year of the Youthful Offender Block Grant program, which supports counties’ new responsibilities to provide local programming and supervision of certain juvenile offenders. 
· The Proposed Budget cuts funding for a number of local assistance programs by 10%, including Citizens Options for Public Safety (COPS), the Juvenile Justice Crime Prevention Act, the Rural and Small Counties Law Enforcement Assistance Program (RASCLEAP) and Juvenile Probation Camp.
· The Proposed Budget calls for the early release of just over 22,000 “non-violent” State prison inmates who are within 20 months of their original release date.  The Budget also calls for placing certain “non-violent” offenders on “summary parole” (that is, these parolees would receive no active supervision).  Although these proposals will not impact County revenues, they could potentially impact local law enforcement and the Jail if these prisoners re-offend.
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Community Resources/Infrastructure

· The Proposed Budget includes full funding for Proposition 42.  Counties receive this money for local street and road maintenance.  Napa County’s share is approximately $750,000.
· The Proposed Budget does not include funding for the local streets and roads account of Proposition 1B.  However, counties are expected to be able to access the full FY2007-08 appropriation this fiscal year.  In Napa County’s case, staff is not anticipating being able
to actually draw down funds until FY2008-09, when we could receive as much as $2 million.
· The Proposed Budget defers the last quarter of FY2007-08 and first quarter of FY2008-09 gas tax payments to local governments until September 2008.  This will reduce cash revenue to the Road Fund by approximately $1.2 million.
Health & Human Services

· The Proposed Budget includes a number of funding reductions in the Medi-Cal program, including elimination of adult dental care and certain Medi-Cal optional benefits for adults; requiring quarterly status reports for parents and children; reducing Medi-Cal provider rates and managed care rates by 10%; eliminating the cost of living adjustment for Children’s Mental Health program’s Early Periodic Screening, Diagnosis and Treatment (EPSDT) program; reducing the maximum reimbursement rate for Medi-Cal Mental Health services by 5%;  eliminating the cost of living adjustment for county eligibility, administrative and support positions; eliminating caseload growth used to fund additional county staff to address workload increases; reduction in the counties’ administrative base; and reduction in funding for the California Children’s Services  (CCS) and California Health and Development Program (CHDP) programs.  The total revenue loss to the County from the proposed Medi-Cal reductions is estimated to be approximately $800,000.
· The Proposed Budget reduces Proposition 36 Substance Abuse Offender Treatment Program funding by 10%.  This would reduce revenues to Napa County by approximately $65,000.
· The Proposed Budget reduces counties’ Child Welfare Services allocation by $84,000,000.  This would reduce Napa County’s allocation amount by approximately $295,000.
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· The Proposed Budget reduces rates paid to foster homes and group homes by 10%, which will also reduce the County’s cost for these programs.  This change would save Napa County about $105,000.
· The Proposed Budget reduces In Home Supportive Services (IHSS) hours by 18%.  This change would save Napa County about $70,000, because it would also reduce the County’s share of the required payments.
· The Proposed Budget delays payments to counties for a number of programs until September of 2008 to address the State’s cash flow problems.   Under this proposal, Napa County would see a delay in the receipt of approximately $2.9 million (if the federal share is also delayed, or $2.4 million if just the State share is delayed) and a related loss of interest earnings. 
In response to the Governor’s fiscal emergency declaration, on February 15th, the Legislature took a number of actions, including:

· Authorized the sale of the remaining $3.3 billion in economic recovery bonds.

· Reduced funding to schools by approximately $500 million.

· Reduced provider reimbursement rates for Medi-Cal and certain other health services, including California Children’s Services.

· Deferred certain payments (including gas tax and certain Health & Human Services revenue) to counties until September, to address the State’s cash-flow problems (Napa County’s share is about $4.1 million).

· Ended the practice of paying SB 90 reimbursements based on estimates; payments will now be made based on actual expenses in arrears.

In the meantime, the Legislative Analyst has released two analyses of the Governor’s Proposed Budget.  Among other things, those analyses indicate that:

· The Governor’s revenue forecast is generally reasonable, but due to the deteriorating revenue situation since the Proposed Budget was prepared, and absent any corrective actions, the cumulative State budget deficit will likely be $16 billion rather than the $14.5 billion identified in the Governor’s budget.  

· The Governor’s proposed 10% “across the board” cuts, while having the appeal of fairness, reflects little effort to prioritize and determine which programs provide essential services.  
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· The Governor’s revenue-raising proposals are minimal.

· The Governor’s effort to improve the State’s cash balance makes sense.

· The Governor missed an opportunity to achieve budgetary flexibility by not reducing education spending to the Proposition 98 minimum guarantee.

· If the Governor’s Proposed Budget is implemented in its entirety, the State would still face a structural deficit in future years, with a projected operating deficit of $4 billion in FY2009-10 and between $2 billion and $3 billion in subsequent years.

The Legislative Analyst proposed an alternative budget approach that, she says, would:

· Provide for balanced State budgets through FY 2012-13

· Identify priorities and make targeted, rather than across the board, reductions.  This will involve the elimination or modification of ineffective or non-essential programs.

· Shift programs to the local level where the Legislative Analyst believes it makes programmatic sense and reduce or eliminate funding for programs that the Legislative Analyst believes are primarily local government responsibilities.

· Reduce current year education funding to the Proposition 98 minimum guarantee to provide maximum flexibility in FY2008-09 and suspend the minimum guarantee in FY2008-09 by $800 million rather than the $4 billion proposed by the Governor.

· Selects tax credits or exemptions for elimination or reduction and does not include the Governor’s proposed revenue accruals.

In terms of counties, the Legislative Analyst’s alternative budget would have a number of impacts, including:

· Eliminate funding for a number of public safety grant programs, including RASCLEAP, Citizens Option for Public Safety, Juvenile Justice Crime Prevention and Mentally Ill Crime Reduction.

· Eliminate jail booking fee subventions and allow counties to charge cities booking fees that fully cover costs.
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· Realign the State parole function, shifting supervision of “lower-level” offenders from the State parole.  This $500 million “realignment” would be funded by reallocating waste and water district property taxes, city Proposition 172 sales tax revenue and vehicle 
license fee revenue to counties.  As proposed, implementing this proposal would require county boards of supervisors to hold hearings to review property taxes given to water and waste disposal districts and determine the amount to be shifted from each district to the county.

· Not release 22,000 prison inmates early and using summary parole as proposed by the Governor but, instead take a number of actions, including changing certain crimes from “wobblers” to misdemeanors and implementing “earned discharge” program for prison inmates.

· Not adopt the Governor’s Medi-Cal provider rate reductions.

· Not adopt the Governor’s proposed reduction in Proposition 36 funding.

· Cancelling the new Integrated Statewide Automated Welfare system migration computer project.

· Move toward pay-for-performance for all Medi-Cal providers.

· Not adopt the Governor’s proposal to reduce county allocations for Child Welfare Services.

· Not adopt the Governor’s proposal for an across the board 18% reduction in IHSS domestic service hours and, instead, provide clear standards for determining hours of domestic services, including weekly caps on certain services.  

� Unreserved/undesignated, except includes reserve for encumbrances.  In addition to the reserve for encumbrances, the Adjusted Budget Fund Balance is based on the Final Budget estimated unreserved/undesignated Beginning Balance, revised to reflect budget adjustments, the cancellation of designations, and new or increased designations and reserves approved through December 31, 2007.
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