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FCL’s Recommendations for
March 2004 Ballot Measures

he March Primary Ballot asks volers Lo
consider four ballot proposibions. Volers

will decade if California should issue gers-

eral obligation bonds for the construclion and
renovation of public schools and whether o
reduee the legislative margin required Lo pass
the stabe's budgel from bwo-Llhirds o 535 per-
cent, Voters will also consider refinancing last
vear's cumulative deficit with a $15 billion bond
measure and whether o require a balanced
budget and create a special reserve fund to
lessen the impact of econemic downturns,
Below are FCL's recommendations for
the March, 2004 clection. FCL's Execulive
Commiliee analvzes each ballol proposifion

FCL makes the follow-
ing recommendations
for the March 2004
Ballot Propositions:

Propoesition 55: YES
Kindergarten-University
Public Education Facili-
lies Bond Acl
Proposition 36: YES
Slale Budget, Related
Taxes, Reserve and
Voling Beguirements.

Proposition 37: NO RECOMMENDATION

and makes recommendations only if wnity
15 achieved. FCL does not endorse or oppose
candidates for public office.

Proposition 55: Kindergarten-Unirersity

Public Education Facilities Bond Act of 2004, This
measure suthorizes $12.3 billion in geseral obligation
honds for the construction and rencvation of public
educaLion Gacilities. B-12 schools would receive 510 Billion,
of which %5 hillion would be devoted o new construction
projects, Onver 52 billion of the bond proceeds for K-12
facilities would go tor schoal modernization projects and
S2.449 lalliom would be divected to erntically overcrovwded
schoals. Except when a school district qualifies for
hardship funding, local school districts must match the
money provided by the sale of these bonds. Public
uiversities and community colleges would receive 523
billion, and the Legislature would determine which projects
will Be funded,

Economic Recovery Act (deficit-linancing bonds).

Proposition 38: NO RECOMMENDATION
Califorpia Balanced Budget Acl.

The Department of Finance estimates thal California
needs bo accommedale one million more students by the
end of the decade. Meanwhile, our state's educalional
facilities continue to deteriorate. In 2002, voters approved
Proposilion 47 o provide 513 billion for the same pur-
poses as Proposition 53, According Lo the California Slale
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Office of Public Construction, less than $1.7 hillion of that
money remains available for use as of December, 2003,
FCL SUPPORTS.

Proposition 56: State Budget, Related Taxes, and
Reserve, Volfng Requirements, Penalties., Conventional
wisdom savs that the majority party 15 responsible for the
stabe's Nscal condition. Because California is one of only
three states to vegquire a bwo-thivds, supermajority to
pass a budget, power is sufficiently diffused so that
neither parly confrols the budgel process. Since bath poar-
ties must approve the state budget, neither can be held
fully accountable at election time for the gridlock or for
the final producl.

Instead of building consensus, the dynamic of
California’s budgel politics works something like this:
When the state's coffers are flush with revenues, Republi-
cans agree to spending increases proposed by Demaocrats
i exchange for Lax culs. Bul when the economy sours
and the Legislature is faced with difficult choices, the
supermajerily regquirement resulls in political gridlock. In
addition to regressive fee increases that fall heavily on
college students and those who use government services,
budget gridiock has encouraged desperate measures, such
as increased borrowing, Tund shifts and aszorled Onancial
gimmickry.

Lile budgets hort the most sulnerable people in our
state, those who depend on stale services whose funding
iw delaved wuntil the budgdel is passed. California’s super-
majority requirement enables legislators to bargain their
votes in exchange for special favors for their districks.
[t makes more sense o lessen the threshold, thereby end-
ing partisan gridlock and allowing volers o hold political
prarties accountable at the ballol box,

Iy adedition Lo forfeiting legislators” and the governor’s
pay and expenses bevond the June 157 constitutional dead-
line until Lhe budgel is enacled - which should nol be
necessary once the threshold has been reduced o 55 per-
cent = the measure requires the Legislature to stay in
session and forbids members from introducing other
legislation until the budget is passed. It also creates a
reserve Tund equal o 25 percenl of the excess revemes
the state collects that will help smooth state operations
during economic downturns,

If enacted, Proposition 56 will also make citizens bet-
ter informed on complicated fiscal matters. With their hallot
pamphlets, woters would receive a budget summary with
links b an inlernel sile thal containg legislators” voling
records on budgetrelated matlers. FCL SUPPORTS,

Proposition 3V: The Economiic Recocery Act and Propo-
sition S8: The Cafifornie Balanced Budget Act. Both
Proposition 57 and Proposilion 58 are conlingenl upon
the passage of the other. If one of them fails, they
both fail.

Proposition 37 refinances the 31T million deficil-
financing bonds passed by the Legislature az part of the
cuvrent Fiscal vear's budget agreement and would provide
the state with a 53 billion cushion heading into this vear's
budget negotiations. It iz estimated that California faces
a %15 hillion deficit for the new fiscal year beginning
July 1, 2004,

The current yvear budgiet included issuing bonds of §1.9
hillion 1o cover payments to the state's pension fund and
S10.T hillion to finance the state’s vemaining budget defi
cit. A court vuling invalidated the pension honds hecause
[hey were not approved by the electorate, Whether the
previously authorized deficit-financing bonds will withstand
a similar court challenge filed by the Pacific Legal Foun.
dation is unclear.

The original deficit-financing bonds would have been
paid off over five years, with an annual cost of $2.4 billion
for debt servicing. Depending on how muech money is
transferred from the reserve account created by Proposi-
Lion 58, the new deficit-financing honds proposed by Propo-
sition 3T would be patd ofl over a period of nine to 14
vears, [y putting the measure before the voters, it is
penerally believed that the deficitinancing proposal will
pass constitubional muster.

Because the new deficit-financing bonds created by
FProposition 57 are fnanced over a longer period, the
annual debt servicing cost is half that of the previoos
deficit-fiinancing scheme enacted by the Legislature;
hiovwivier, the total costs [principal and interest) are signifi-
cantly higher.

Proposition 58 would amend the California Constitu-
tion Lo require that a balanced budget be enacted.
(Currently, the governor 15 required to propose a balanced
Budgel) If during the Ascal yvear the governor determings
thot spending s falling oul of line with revenues, the
governor would be required o call a special session of
the Legislature and propose legislation to correct the
imbalance. I7 the Legislatore fuls fo pass corrective legis-
Tation within 45 dives, iL would be probebited from acting
on any other legislation or adjourning until corrective
legislation is passed.

Boginning i Nzcal venr 20062007, 1he measurne would
creale a reserve fund of one percent of General Fund
revenues [R50 million] ncreasing Lo three percent ($2.9
billionk wuntil the reserve balance totals five percenl of
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Resources for Ballot Propositions

Phil Angelldes, Callfornia State Treasurer, Proass
Release on Proposition BY.

hitp:/ fwww treasurer ooy news releases /2003
20031212 bond.pdi

California Budget Project, 921 11" 51., Suite 502,
Sacramenta, CA 95814, (D16) 444-0500,
hitp:/ Semewchp,org props. him

Californians for Accountability and Better Schools,
1121 L 5t., Buite BO3, Sacramento, GA 95E14.
[B88) 5630055, ol free,

bl S yesonS5, comy/indes, hitrmi

Californians for Budget Accountabliity (Proposition
B8}, 1510 J 5t., Sulie 210, Sacramento, CA DEE14,
(916) 4437817,

hittp S Seenw, budgetaccountabilitynow.org home, htmil

Legislative Analyst's Ofice, D25 | 5L, Suite 1000,
Sacramento, GA 95814, (916) 445-4656,
hiltp: / Awenw.lao.ca.gov/lao_menw_propositions.asp

Office of Public School Construction, State of Califor-
nia, Department of General Services, 1130 K 5.,
Suite 400, Sacramento, CA 95814,

Tt/ Aweeew documents, des.ca.pov S OPSC  WhatsMNews
funds_status, pdf

CGeneral Fund revenues or 38 hillion, whichewver is greater
(figures per the Legislative Analyst's Office). Hall of the
transfers to the new reserve accounl would be dedicated
to paving off the $15 billion deficit-financing bond
authorized by Proposition 57, with the remaining balance
o Lhe reserve account available for transfer into the General
Fund by a majority vote of the Legislature and approval
by the governor, Proposition 58 also amends the state
constitution to prohibit additional borrowing o cover
budget deficits in future vears, If both Propositions 56
and 58 pass, the courts will have fo reconeile their reserve
requirements,

FCL generallv opposes takmg on long-term deht vnless
the assets procured by thist debl, such as scheols and public
infrastructure, henefit those who will be required to pay
for them, In the current scenario, the resources procured
bv hoth deficit-financing schemes have already been
consumed. 115 equally disturbing Uhat Governor Schwarze-
negger’s fivst official act as governar was to sign an
executive order to repeal the increase in the Vehicle License
Feg, which added 54 hillion per vear to the state's structural
deficit (defined as the gap between revenues and
expenditures that cannot be overcome by economic growth]
withowt determiming which programs would have o be
cut or, date we sav, which taxes wonld have bo he vaised in
arder to make up for Uhe lost revenue,

Propositions 537 and 58 create an unusual predicament
for California woters in thal Ehey ave heing asked o
refimance a deficit-linancing scheme (plus 54 hillion) that

was aleeady put in place by the Legislature, Neither plan
addresses the state’s structural deficit, which the Legis-
lature and the governor will snon have to confront,

While insisting on no tax ineveases and proposing cuts
i services o Lhe coonomically disadvantagied s havdly
courageous, Governor Schwarsenegder was able Lo exact
compromises and conceszions from both parties, The
governor’s original bood proposal would have been
financed over a period of 13 to 30 vears, According to
State Treasurer Phil Angelides, the lolal cost W taxpavers
wonald have ranged from 323 hillion o 335 hillion.
Republicans had wanted a constitutional amendment Lo
Toernaf spemding increases Lo population growth and the rate
af inflation and also proposed granting the governor
exlraordinary powers bo cut stabe spending, but didn't
receive either. The bipartisanship that led Lo the placement
of hese measures on the ballot offers a ghimmer of hope
for future conperation,

Barring & successful court challenge, the previously
authorized deficitfinancing bonds would remain in place
should either Propositions 57 or 38 fail. Perhaps the best
thing we can say is that while we find plenty o dislike in
Proposilions 57 and 58, the prospect of draconian spending
culs Lo vital state services as a resull of an additional 512
ballion m cumulabive debt s potentully worse.

Californians deserwe responsible leadership that deesn™
promisge hem that they can have it all withoul making
difficult choices, With an eve Lo the luture, we hope the
cilizens of Lhis state understand that the state's fiscal crisis
is, to a considerable degree, a byproduct of our slate’s
utdemecratic, twothirds regquirement for passing a state
budget. The larger question we Californians must ask
pursclves s "Why can'l Lhe fifth largesl cconomy in the
world produce the revenues necessary to adeguately fund
Ll gervices we denand?”

FCL takes NO POSITION on PROPOSITIONS
BT and 28, *
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