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OVERVIEW 

Overview 

For only the fourth time in over 50 years, this $98.9 bil-
lion Budget reflects a year-over-year General Fund expenditure 
decrease, despite population increases, program caseload growth, 
and price increases. Moreover, even though marked by the 
precipitous decline in income tax revenues derived from stock 
market activity, this Budget maintains priority funding in the 
following areas: 

❖ K-12 education, continuing the academic improvement 
initiatives begun by this Administration. 

❖ Public safety, enhancing homeland security measures in this 
state and maintaining funding commitments for local law 
enforcement. 

❖ Vital programs for seniors, providing community-based 
alternatives to long-term care and improving the quality of care 
in long-term care facilities. 

❖ Children’s health coverage, ensuring funding for all eligible 
children under the Healthy Families Program and facilitating 
enrollment of low-income children in the Healthy Families and 
Medi-Cal programs. 

These priorities have been maintained despite a $23.6 billion gap 
between expenditures and revenues. The Budget closes this gap 
through a combination of program reductions, loans, fund shifts, 
accelerations and transfers, and modest tax changes. The Budget 
contains a General Fund reserve of $1.035 billion. 
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Addressing the Gap 
(dollars in millions) 

Percent of 
Amount Solution 

Program Reductions $7,458 31.5% 

Tobacco Settlement Securitization 4,500 19.0% 

Loans 2,028 8.6% 

Deferral of Education Disbursements (1 month) 1,728 7.3% 

Fund Shifts 1,328 5.6% 

Net Operating Loss (NOL) Deferral (2 year) 1,200 5.1% 

Debt Restructuring 1,083 4.6% 

Federal Tax Conformity/Tax Compliance 1,081 4.6% 

Federal Funding Increases 1,081 4.6% 

Fund Transfers 904 3.8% 

Other Accelerations & Transfers 681 2.9% 

Stock Options/Bonuses Withholding 400 1.7% 

Teacher Tax Credit One-Year Suspension 170 0.7% 

Total $23,642 100.0% 
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The Economy 

Key Economic Indicators 
(Annual Percent Change) 

Actual 

2001 

U.S. Gross Domestic Product 1.2 

Forecast 

2002 2003 

2.1 3.6 

California Nonfarm Employment 0.9 -0.5 2.1 

California Personal Income 2.0 1.5 6.0 

California Consumer Price Index 4.0 2.3 2.6 

California New Housing Units 149 153 148
   (Thousands of Total Units) 

California’s economy has begun to recover from the 
2001 recession, but employment gains are as yet modest. The 
state’s recession was centered in its high technology sectors and, 
as a result, Southern California has fared better than the San 
Francisco Bay Area in the last year and a half. Strong economic 
growth awaits a turnaround in the state’s high-tech sector. 

The Nation 

❖ The national recession began in March 2001 and likely ended in 
the fourth quarter of 2001 or the first quarter of 2002. Real, or 
inflation-adjusted, gross domestic product (GDP) fell at an 
annual rate of 0.8 percent from the fourth quarter of 2000 to the 
third quarter of 2001—a mild recession. From the third quarter 
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of 2001 to the second quarter of 2002, real GDP grew at a 
3 percent annual rate. The remainder of 2002 is expected to 
continue moderate growth of about 3 percent at an annual rate. 

❖ Consumer spending continues to buoy the economy, and home 
sales remain very strong with mortgage rates at very low levels. 
However, consumer sentiment has fallen in the last four months, 
with sharp declines in the stock market and reports of corporate 
fraud and accounting scandals playing a role. 

❖ Business investment remains subdued, especially the 
construction of nonresidential structures. Residential 
construction may cool later this year, but investment in 
computer equipment by businesses has come back strongly. 
Weak net exports are a drain on the economy, as the economies 
of most of the nation’s major trading partners are weaker than 
that of the U.S. 

❖ A sharp pick-up in defense spending has boosted the national 
economy, and defense spending will continue to be stimulative 
in the second half of 2002 and 2003. Spending by state and 
local governments will be flat in the second half of the year. 

Although the Budget assumes that the U.S. recession is over and 
the national economy will grow from here on, potential obstacles 
lie in the recovery’s path: a volatile stock market, the campaign 
against terrorism, and unrest in the Middle East. 
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California 

❖ The California recession appeared to end around the turn of the 
year, but the recovery was sluggish in the first half of 2002 with 
employment growing slowly. The state’s tourism industry has 
bounced back from the September 11, 2001 attacks, but not to 
pre-September 11 levels. 

❖ Gains in employment have averaged about 3,400 per month in 
the first eight months of 2002, a sharp drop from the average 
monthly gains of 41,000 in 2000. The state’s unemployment 
rate has peaked at around 6.3 percent to 6.5 percent. 

❖ Personal income increased in the first quarter of 2002 after 
declining in each of the preceding three quarters. A decline in 
employee bonus and stock option income brought about by the 
collapse of the stock market has tempered growth in wages and 
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salaries, the major component of total personal income. 
Personal income is estimated to have increased in the second 
quarter of 2002 and is expected to increase in the second half of 
the year. 

❖ The decline in jobs in the San Francisco Bay Area slowed 
appreciably in the first half of 2002, but it appears that the Bay 
Area economy has not yet turned around. Unemployment 
remained between 7 percent and 8 percent in the first eight 
months of 2002 in Santa Clara County, and between 5 percent 
and 6 percent in the San Francisco metropolitan area. 

❖ Exports of California-made merchandise declined almost 
20 percent from year-earlier levels in the first half of 2002. 

❖ The state economy will continue to improve in the second half 
of 2002 before accelerating in 2003. 
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Revenues 

General Fund revenues are estimated to be $73.9 bil-
lion for 2001-02 and $79.2 billion for 2002-03.  These estimates 
were based on the 2002 May Revision forecast that decreased by 
$4 billion from the 2002-03 Governor’s Budget over the two years 
combined, and included the following proposals: 

❖ A two-year suspension of net operating loss provisions. 

❖ Conformity with federal law regarding accounting for bad 
debt reserves. 

❖ An increase in the tobacco excise tax of $0.50 per pack. 

❖ Allowing the Franchise Tax Board and the Board of Equalization 
to waive penalties and interest on delinquent accounts. 

❖ Other proposals designed to increase collections activities at 
the Franchise Tax Board, ensuring proper auditing of tax credits, 
and improving the effectiveness of the tax protest and settlement 
programs. 

❖ A reduction in the vehicle license fee offset from 67.5 percent to 
25 percent. 

The May estimates have been adjusted for the following legislative 
changes since that forecast was prepared, including replacement of 
the proposals to increase the cigarette tax and reduce the vehicle 
license fee offset, which combined would have generated 
$1.751 billion, with the alternative revenue generating provisions 
noted below: 
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❖ The rate of withholding on stock options and bonus income was 
increased from 6.0 percent to 9.3 percent, which is expected to 
result in $400 million of additional General Fund revenue. 

❖ A one-year suspension in the teacher retention and natural 
heritage preservation tax credits will increase General Fund 
revenues by an estimated $173 million. 

❖ Transfers were increased by $492 million, and other budgetary 
changes decreased revenues by $61 million. 

❖ Various changes to other May Revision revenue proposals 
and revised estimates for the federal conformity proposals in 
Chapter 35, Statutes of 2002 (AB 1122), resulted in an increase 
of $26 million in General Fund revenues. 
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EDUCATION 

K-12 Education 

K-12 Education Funding Per Pupil 
Proposition 98 

7,500 

7,000 
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6,000 

5,500 

Overview 

❖ Total K-12 funding from all sources is now $55.7 billion, an 
increase of $3.0 billion over 2001-02. 

❖ Total 2002-03 per-pupil expenditures from all sources are 
$9,477. 

❖ Proposition 98 spending for K-12 education is $41.6 billion, an 
increase of $3.2 billion, or 8.4 percent over the previous year. 
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❖ The Budget provides $6.1 million in funding in 2002-03 above 
For 2001-02, the final 

Budget provides $5.5 billion above the minimum guarantee. 
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❖ Proposition 98 per-pupil spending has increased by $457, or 
6.9 percent, to $7,067. This per pupil spending level is $1,311 
more than the 1998-99 level, or a 5.7 percent average annual 
increase over the four-year period. 

❖ The Budget funds initiatives to provide math and reading 
professional development for teachers, leadership and 
management training for principals and superintendents, and 
resources to increase achievement in under-performing schools. 

Enrollment Growth— The Budget includes $726.7 million to 
provide statutory growth increases for apportionments ($577.9 mil-
lion), Special Education ($49.9 million), Adult Education 
($15.0 million), Regional Occupational Centers/Programs 
($5.8 million), and all other categorical programs ($78.1 million). 

Cost-of-Living-Adjustment— Although the statutory rate for the 
cost-of-living-adjustment (COLA) calculation for school district 
apportionments using the most recent available economic data is 
1.66 percent, the Budget contains $817.1 million for a 2.0 percent 
COLA. This amount includes $561.7 million for apportionments, 
$72.4 million for Special Education, $12.3 million for Adult 
Education, $7.3 million for Regional Occupational Centers/ 
Programs, and $163.4 million for all other categorical programs. 

Proposition 98 Set-Aside— The Budget reflects a total of 
$143.2 million in Proposition 98 appropriations vetoed and set 
aside to be appropriated later in the fiscal year for any increased 
costs in existing programs, such as enrollment or other necessary 
funding adjustments. 

Deferrals— In order to more closely match appropriations to the 
Proposition 98 guarantee levels with minimal disruption to 
education programs, $1.047 billion in Proposition 98 appropria-
tions were deferred from 2001-02 to early in 2002-03, as follows: 
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❖ $76 million for the Instructional Time/Staff Development 
Program 

❖ $60.6 million for the STAR program 

❖ $67.3 million for the Governor’s High Achieving/Improving 
Schools awards 

❖ $713.4 million for the Targeted Instructional Improvement Grant 
Program 

❖ $14 million for the Beginning Teacher Support and Assessment 
System 

❖ $115.6 million for California Community Colleges programs 

Payments to schools have already been made from these deferred 
appropriations. 

Similarly in 2002-03, $681 million was deferred until early in 
2003-04, as follows: 

❖ $115.3 million for the School Improvement Program 

❖ $139.6 million for the Home to School Transportation Program 

❖ $184.4 million for Targeted Instructional Improvement Grants 

❖ $241.7 for Supplemental Grants 

These deferred appropriations have already been made in legisla-
tion accompanying the Budget and will delay payments to school 
districts by three months or less, with the exception of the Supple-
mental Grants program. That program provides additional funding 
for district-designated categorical programs; the base programs will 
receive their funding on a timely basis. 
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Special Education— The Budget contains $72.4 million to provide 
a COLA, and $49.9 million to provide funding for program growth. 
The Budget also provides an additional $8.2 million General Fund 
augmentation for special education that will be used to provide a 
permanent increase to the base funding level for the program. 

Major Initiatives 

Instructional Materials Block Grant— The Budget provides 
$400 million ($150 million one-time) to provide standards-aligned 
instructional materials for K-12 students. Priority is given to 
providing standards-aligned textbooks in core curriculum areas, 
and the funds can be used for a variety of instructional materials 
purposes, including supplemental and classroom library materials. 
This block grant replaces the existing Instructional Materials K-8, 
Instructional Materials 9-12, and K-4 Classroom Library programs. 

Mathematics and Reading Professional Development Program— 
The Budget includes $63.5 million in the second of a five-year 
program for the Mathematics and Reading Professional Develop-
ment Program, which will provide 52,000 K-12 teachers and 
22,000 teaching aides with 40 hours of intensive, initial training in 
mathematics and/or reading instruction, and 80 hours of follow-up 
training, over a four-year period. Schools will receive $2,500 for 
each teacher trained and $1,000 for each teaching aide trained. 

Principal Training Program— The Budget provides $7.5 million for 
the second year of the three-year Principal Training Program, which 
will provide 15,000 principals and vice principals with training in 
instructional standards and effective school management tech-
niques. Schools will receive $3,000 per person trained, which must 
be matched by $1,000 from the school district. 
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Superintendent Training Program— The Budget includes 
$350,000 for the first year of this five-year program, which will 
provide superintendents of school districts with 40 hours of 
training in topics chosen by the superintendent and the local 
governing board from a menu of training areas. School districts 
will receive $1,500 per superintendent, which must be matched by 
$1,000 from the school district. 

High Priority Students Block Grant— The Budget includes 
$217 million to provide up to $400 per pupil to improve student 
achievement in low-performing schools. Although all schools in 
the bottom five deciles of the Academic Performance Index will be 
eligible to apply, priority will be given to the lowest scoring schools. 

Immediate Intervention/Underperforming Schools Program (II/ 
USP)— The Budget includes $184.6 million to provide up to $200 
per pupil for participating schools to improve academic 
achievement. 

High Achieving/Improving Schools Awards— The Budget includes 
$77 million to pay the remaining balance of the $144.3 million in 
Governor’s Performance Awards earned by schools in 2001-02. 

Interventions in Underperforming Schools— The Budget includes 
$6.0 million Proposition 98 General Fund and up to $29.1 million 
in federal Title I funds to support schools working with School 
Assistance and Intervention Teams or subject to other sanctions 
pursuant to the Immediate Intervention/Underperforming Schools 
Program. Schools working with a School Assistance and Interven-
tion Team will receive at least $75,000, up to a maximum of 
$125,000, to contract for those services. Schools working with 
School Assistance and Intervention Teams or management teams 
would receive $150 per pupil to implement academic improvement 
reforms. In addition, a portion of these funds will fund statewide 
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intensive support and technical assistance, including access to an 
assistance team for school districts, county offices of education, 
and schools in need of improvement. 

Child Care and Development Programs 

The Budget includes $3.1 billion to serve an estimated 666,000 
children through a variety of child care services and related 
activities, reflecting net increases of $28.4 million and 55,400 
additional children over the revised 2001 Budget Act. Major 
elements of the child care budget include: 

❖ $300,000 for the Department of Social Services (DSS) to 
continue to analyze data to support further reform discussions 
for the 2003-04 fiscal year.  The 2002-03 Governor’s Budget 
proposed several reforms to the state’s child care programs to 
more efficiently use existing resources to equitably serve the 
State’s neediest families. However, at May Revision, the 
Administration’s proposals were withdrawn so that the 
Administration could work with the Legislature and 
stakeholders to more thoroughly examine areas of potential 
reform in light of federal reauthorization of Temporary 
Assistance to Needy Families (TANF). 

❖ $98 million increase in Stage 3 to serve 14,500 additional 
children in California Work Opportunity and Responsibility to 
Kids (CalWORKs) families who exceed the two-year transitional 
child care benefit, for a total funding level of $359 million for 
this population. Funding has also increased $16 million to fully 
support the Stage 2 caseload estimate. Total CalWORKs related 
child care funding is over $1 billion in the State Department of 
Education (SDE) and DSS, reflecting a slowdown in the number 
of children receiving Stage 1 and Stage 2 child care services—a 
decrease of 31,600 due to a leveling off of new families entering 
the CalWORKs program. 
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❖ A reserve of over $108 million available to both SDE and DSS to 
ensure sufficient funding for CalWORKs Stage 1 and Stage 2 
child care services. 

❖ $68 million augmentation for After School Programs. This 
includes a $26.3 million General Fund increase for the Before 
and After School Learning and Safe Neighborhoods 
Partnerships Program to serve an additional 36,550 children 
and $41.5 million in new federal funds for the 21st Century 
Community Learning Centers Program to serve another 42,800 
children. When combined with the current State before and 
after school program, 176,000 children in kindergarten through 
Grade 12 will be served. 

❖ $9.8 million in one-time federal funds for the primary purpose of 
providing outreach to all exempt childcare providers for training 
in pre-kindergarten learning and development. 

❖ $1 million to continue the Home Instruction Program for 
Preschool Youngsters (HIPPY), which supports the involvement 
of parents in their preschoolers’ early childhood development. 

❖ $24.3 million for a 2.0 percent COLA for eligible child care 
programs. 

Federal No Child Left Behind Act 

The Budget reflects a total increase in federal funding of $738 mil-
lion, including the following significant increases: 

❖ $132 million for the new Reading First Program, which will 
provide additional teacher training, instructional materials, and 
other assistance to over 20,000 K-3 classrooms. California’s 
application for this program was one of the first to be approved 
by the federal government. 
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❖ $312 million, a 27 percent increase, for basic Title I grants to 
schools in lower income areas of the state, including up to 
$29 million for sanctions programs. 

❖ $109 million, a 50 percent increase, in Title II funding for 
teacher recruitment and development. 

❖ $74 million, a 47 percent increase, for English language learners 
from the Title I Migrant and Title III Immigrant Programs. 

❖ $29 million in new funding for enhanced student assessments 
and data collection. 

❖ $83 million for the federal Enhancing Education through 
Technology program, which focuses on using technology as a 
tool to improve student achievement. Of this amount, nearly 
$41 million is allocated based on a federal formula; nearly 
$41 million is allocated based on competitive grants targeted to 
high-need schools; and the remaining funds are for regional 
consortia to provide technical assistance and technology 
training to school districts. Grant funds can be used for a variety 
of technology-related purposes, including computer acquisition 
and professional development activities. 

❖ The No Child Left Behind Act converts a formerly federal-
administered after school program to a state-administered 21st 
Century Community Learning Centers (CCLC) After School 
Program. Commencing in 2002-03, California will receive 
$41.5 million primarily for grants to local partnerships between 
schools and communities. 
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Higher Education 

Overview 

The Budget continues the Administration’s focus on 
quality, accessibility, affordability, and accountability in California’s 
systems of higher education. 

The Budget provides total funding of $3.2 billion in General Fund 
resources for the University of California (UC), an increase of 
28.1 percent over the last four years. The Budget also includes 
total General Fund of $2.7 billion for the California State University 
(CSU), an increase of 27.7 percent over the last four years. The 
Budget provides $3.0 billion General Fund for the California 
Community Colleges (CCC), an increase of 33.0 percent since 
1998-99. Of the increases included in the Budget, $281.1 million 
provides full funding for anticipated enrollment increases in all 
three segments. 

Partnership Agreement— To support the Partnership Agreement 
developed between the Administration and UC and CSU, the 
Budget includes an average annual increase of 1.5 percent from 
the prior year, and full funding for anticipated enrollment growth, 
capital outlay debt service, and annuitant health and dental 
benefits. Support for UC and CSU during the last four years 
includes over $1.4 billion in additional funds provided through the 

Because additional UC and CSU cam-
puses are approaching enrollment capacity, the Budget provides 
$9.5 million for conversion of those campuses to year-round 
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operation, ensuring additional enrollment space for the growing 
number of students at the UC Davis and CSU Chico campuses. 
Overall, UC and CSU have been provided $76.3 million to imple-
ment year-round instruction at four UC campuses and all, except 
five, CSU campuses. These funds will ensure that students attend-
ing classes during the summer session pay the same level of 
student fees and have access to the same student support services 
as students attending classes during the fall and spring sessions. 

UC Merced— UC remains on track to open its Merced campuses by 
fall 2004. The Budget provides $566,000 in 1998 Higher Educa-
tion Capital Outlay Bond Fund for working drawings for phase 3 of 
the campus infrastructure. In addition, $4 million in one-time 
funds are provided for start-up expenses associated with recruiting 
faculty in time for the accelerated opening date. 

Affordability— California’s Community Colleges (CCC) remain 
exceptionally low at $11 per unit.  Fees and tuition at CSU and UC 
remain 5 percent below 1998-99 levels.  The Budget provides for 
an eighth consecutive year with no fee increases. 

Cal Grants— The Budget provides a $95 million augmentation to 
ensure full funding for the recent historic expansion of the Cal 
Grant program, so every financially needy high school senior with 
good grades can receive financial assistance for higher education. 
Over the last four years, Cal Grant funding has increased by over 
$274 million, or 73 percent. 

Assumption Program of Loans for Education— The Budget 
provides a $10.6 million augmentation in loan repayments for 
additional students who have entered the teaching profession and 
have met the teaching requirements of this program. 

Accountability— UC and CSU are meeting accountability goals by 
improving student outcomes with respect to graduation and 
retention rates, increasing enrollments in teacher credentialing, 
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engineering, and computer science programs in order to meet the 
State’s workforce needs, and assuming a greater responsibility in 
working with K-12 schools to improve student and teacher 
performance. UC and CSU are also expanding the number of joint 
programs among the higher education segments, including more 
joint doctoral degree programs between UC and CSU, and 
improving productivity and utilization of existing facilities. 

Capital Outlay— In addition to funding for UC Merced, the Budget 
includes $392.6 million in 1998 Higher Education Capital Outlay 
Bond Fund and proposed general obligation bonds for higher 
education facilities for UC, CSU, and Hastings College of the Law. 
The Budget includes $101.9 million for 15 new and 5 continuing 
projects at the 9 existing UC campuses; $269.9 million for 10 new 
projects at 9 CSU campuses and the continuation or completion of 
20 previously approved projects; $20 million for minor projects at 
CSU’s 23 campuses; and $831,000 for one new project at Hastings 
College of the Law. 

The Administration sponsored an economic stimulus package, 
enacted in April 2002, (Chapter 33, Statutes of 2002) that provided 
lease revenue bonds to accelerate capital outlay projects at UC and 
CSU and to stimulate the creation of additional jobs, including 
$279 million for continuing projects at seven UC campuses and 
$191.3 million for new projects at four CSU campuses. 

2002-03 
California State 

Budget Highlights 19 



INK PANTONE

 

 

  

 

 
 

 

 

PUBLIC  SAFETY

2001-2002

EDUCATION 

Higher Education Funding Total Funds 

Higher Education Funding 
Total Funds 

(Dollars in Millions)

  One-Year Change 
1998-99 2001-02 2002-03 Amount Percent 

University of California 1/ $3,480.6 $4,440.2 $4,486.2 $46.0 1.0% 

California State University 1/ 2,741.1 3,423.4 3,450.0 $26.6 0.8% 

Community Colleges 5,025.0 6,193.7 6,297.9 $104.2 1.7% 

Student Aid Commission 343.4 571.4 733.7 $162.3 28.4% 

Other Higher Education 2/ 180.4 240.7 274.3 $33.6 14.0% 

Total Funds $11,770.5 $14,869.4 $15,242.1 $372.7 2.5% 

1/  For purposes of this table, expenditures for the University of California (UC)
    and California State University (CSU) have been adjusted to include the offsetting
    general purpose income.  This provides consistency in comparing
    magnitudes and growth among the various segments of education. 
2/  Other Higher Education amount includes the California Postsecondary
    Education Commission, Hastings College of the Law, and General Obligation
    Bond Interest and Redemptions for UC, CSU and Hastings. 

❖ Total higher education funding increases by an average of 
2.2 percent. General Fund increases average 1.1 percent. 

❖ The Budget funds enrollment increases of 7,700 (4.2 percent) 
for UC and 15,278 (5.0 percent) for CSU. These increases will 
bring total enrollments (including summer full-time equivalent 
[FTE] students at campuses converted to Year-Round 
Instruction) to 189,628 FTE students for UC and 321,132 FTE 
students for CSU—the highest ever.  Over the last four years, 
UC’s annual enrollment has grown by 17.1 percent, or 28,228 
FTE students. At CSU, growth has been 16.1 percent, or 47,204 
FTE students. 
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Fee Levels Remain Low at California's Public 
Higher Education Institutions Compared to Tuition 

Levels in Other States 

$4,168 

$5,585 

$1,807 

$330 

$1,876 

$3,859 

$750 

$0 
$500 

$1,000 
$1,500 
$2,000 
$2,500 
$3,000 
$3,500 
$4,000 
$4,500 
$5,000 
$5,500 
$6,000 

H
ig

h
er

 E
d

u
ca

ti
o

n
 C

o
st

s 

Public Comparison Institutions 

California Higher Ed. Costs 

Next Lowest State (New Mexico) 

 

   
 

  

UC and Comparable CSU and CCC and 
Institutions Comparable Comparable 

Institutions Institutions 

California Community Colleges 

The Budget includes total funding of $6.6 billion for the California 
Community Colleges (CCC). This amount is 5.5 percent above the 
2001-02 total, with the $115.6 million Proposition 98 deferred 
appropriation. The Budget includes a 2.0 percent COLA and 
3.0 percent growth for apportionments and all major categorical 
programs. During this Administration, CCC funding from all 
sources has increased by $1.6 billion, or 33.5 percent. The General 
Fund share has grown by 33.0 percent, representing $750 million 
of the total increase. 

The CCC will be able to accommodate over 
32,000 additional FTE students, bringing the estimated level to 
1,105,000 FTE students, the highest level yet. The 3.0 percent 
funded growth in enrollments exceeds the 2.21 percent increase in 
adult population to reflect other factors such as high school 
graduation rates, the economy, and the availability of funds.  Over 
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the past four years, CCC enrollment has increased by over 140,000 
FTE students, or 14.9 percent, nearly twice the increase over the 
eight years before this administration took office. 

Partnership for Excellence— The Budget maintains $300 million 
for the Partnership for Excellence. The increase of $200 million for 
this program since the start of this Administration reflects its 
commitment to improving student outcomes. In return for these 
funds, the CCC has set specific accountability goals for transfers, 
degrees, and certificates completed, successful course comple-
tions, workforce development, and basic skills improvement. 
Results from the 2000-01 fiscal year indicate improved student 
outcomes in most goal areas. 

Other Augmentations— In addition to increases for growth and 
COLA, the Budget includes $32.0 million for Scheduled Mainte-
nance and Special Repairs and $34.0 million for Instructional 
Equipment and Library Materials, bringing both programs to the 
$49 million level. These funds help districts ensure that community 
college students have access to properly maintained facilities with 
modern equipment to learn the skills that California’s industries 
demand. The Budget includes $35 million to continue services, 
aimed at increasing self-sufficiency, to CalWORKs recipients (to be 
matched on a one-to-one basis by local districts). 

Capital Outlay— The Budget includes $146.2 million 1998 Higher 
Education Capital Outlay Bond Fund and proposed general 
obligation bonds for 3 new and 69 continuing projects on 
community college campuses throughout the state. In addition, 
the Administration sponsored an economic stimulus package 
which provided $170.5 million in lease revenue bonds for projects 
on eleven community college campuses. 
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The Budget includes total expenditures of $600.3 million for the 
Department of Justice. This amount includes an unallocated 
reduction of $10.0 million General Fund, which is not expected to 
affect the ability of the Department to fulfill its law enforcement 
mission. In addition, the Budget proposes the following augmenta-
tions for 2002-03: 

California Anti-Terrorism Information Center (CATIC)— An increase 
of $6.7 million as reimbursements from the Office of Criminal 
Justice Planning, to expand funding for the CATIC program, which 
provides investigative assistance to local and federal law enforce-
ment, intelligence gathering, and a statewide informational 
database to analyze terrorist activities in the State. These expendi-
tures will eventually be funded from future allocations of federal 
security-related funds. 

Armed Prohibited Persons Database— $1 million General Fund to 
implement Chapter 944, Statutes of 2001, which creates a 
database containing information on persons identified as prohib-
ited from possessing a firearm. 

Hate Crime Analysis Tracking and Evaluation Database (HATE)— 
$596,000 General Fund to expand the HATE crime database to 
provide timely criminal intelligence information via a state-level 

$433,000 General 
Fund to collect and analyze information related to anti-reproduc-
tive rights crimes, as well as develop plans to apprehend and 
prosecute such crimes pursuant to Chapter 944, Statutes of 2001. 

2002-03 
California State 

Budget Highlights 23 



INK PANTONE

 
 

 

    

PUBLIC  SAFETY

2001-2002

180,000

PUBLIC 
SAFETY 

Recreational Entities Fingerprint Submissions— $441,000 
General Fund to implement Chapter 777, Statutes of 2001, which 
requires cities, counties, and special recreational districts to obtain 
state-level criminal offender record information prior to the 
employment of persons who will supervise or discipline minors. 

Predatory Lending Fraud— $606,000 in reimbursements to prevent 
predatory lending fraud and ensure California consumers are 
protected against consumer fraud and deceptive and unfair 
business practices. 

Department of Corrections 

Department of Corrections 
Institution and Parole Population Growth 
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Prison Population— Prison inmate population is projected to 
decrease from 157,881 on June 30, 2002, to 157,331 by 
June 30, 2003, a decrease of 550 inmates, or 0.3 percent. In 
2002-03, incarceration and parole services will be provided 
through 33 institutions, 11 reception centers, 38 camps, and 16 
community correctional facilities. 

Parole Population— The State parole population is projected to 
decrease from 119,848 on June 30, 2002, to 117,233 by 
June 30, 2003, a decrease of 2,615 parolees, or 2.2 percent. 

Inmate Medical Services— The Budget includes $22 million to 
enhance the Department’s inmate health care system by establish-
ing a pilot Hepatitis C treatment program at Pelican Bay State 
prison and by implementing various health care program improve-
ments at institutions statewide. 

Mental Health Services Delivery System— The Budget contains an 
augmentation of $8 million to enhance and expand the 
Department’s mental health services program. Funding is also 
included to contract for health services at three institutions to 
enable the Department to reduce high vacancy rates for various 
clinical mental health classifications. 

Incarceration of Undocumented Persons 

The State of California currently spends approximately $585 million 
in the Departments of Corrections and Youth Authority related to 
the incarceration of undocumented persons. The Budget antici-
pates that the State will receive approximately $147 million in 
2001-02 and $205 million in 2002-03 from the federal government 
as part of the State Criminal Alien Assistance Program as a partial 
reimbursement of these costs. This reflects anticipation of an 
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Department of the Youth Authority 

Institution and Parole Population— The Youth Authority projects 
an institution population of 5,340 on June 30, 2003, which is a 
decrease of 507 wards from the population of 5,847 on 
June 30, 2002. The parole caseload is projected to be 4,040 by 
June 30, 2003, which is a decrease of 120 cases from the caseload 
of 4,160 on June 30, 2002. 

Mental Health Reorganization— The Budget includes $1.025 mil-
lion to enable the Department to begin the reorganization of its 
mental health delivery system from a custody-based model to a 
clinical-based case management model. 

Board of Corrections 

Community Law Enforcement And Recovery (CLEAR) Program— 
The Budget includes $3 million ($1 million General Fund and 
$2 million reappropriated funds) for the CLEAR program, which 
provides funding to various agencies in Los Angeles for a multi-
agency gang intervention program. 

Juvenile Crime Prevention Administration— The Budget includes 
$275,000 for the Board to administer an additional $116.3 million 
proposed for local juvenile crime prevention programs for at-risk 
youth and juvenile offenders. 
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Office of Criminal Justice Planning 

War on Methamphetamine— The Budget provides $15 million to 
assist local law enforcement in the effort to eliminate production 
and distribution of methamphetamine in California. 

High Technology Theft Apprehension and Prosecution Program 
and Identity Theft— The Budget includes $14.2 million ($13.5 mil-
lion local assistance and $913,000 state operations) to provide 
resources to local task forces to apprehend and prosecute offend-
ers of high technology crimes and identity theft. 

Other Local Public Safety Programs 

Citizens’ Option for Public Safety (COPS) and Juvenile Justice 
Crime Prevention Programs— The Budget includes $232.6 million 
for the COPS program ($116.3 million) and county juvenile justice 
crime prevention programs ($116.3 million). The COPS program 
supports local front-line law enforcement, sheriffs’ departments for 
jail construction and operations, and district attorneys for prosecu-
tion. The Budget continues a level of funding so that all local law 
enforcement agencies can receive at least $100,000, which will 
encourage the hiring and retention of additional sworn peace 
officers. County juvenile justice crime prevention programs will 
provide for a continuum of responses to juvenile crime and 
delinquency to ensure a swift, certain, and graduated response for 
at-risk youth and juvenile offenders. 

The Budget 
provides $18.5 million to local law enforcement agencies for the 
purchase of high-technology equipment. Local agencies will 
receive a minimum of $15,000 and an additional per-capita 
amount. These funds will help local law enforcement agencies 
address crime prevention and suppression problems through the 
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Rural and Small County Law Enforcement Assistance— The 
Budget contains $18.5 million for grants of $500,000 each for 
rural and small county sheriffs’ departments. These grants will be 
allocated to 37 specified counties to provide enhanced public 
safety resources. 

Booking Fees— The Budget provides $38.2 million to cities and 
special districts for reimbursement of jail booking fees paid to 
counties and other cities in 1997-98. 

California Highway Patrol 

The 2002 Budget Act includes $1.2 billion and 10,444 personnel 
years for support of the California Highway Patrol (CHP). 

State Homeland Security— The Budget includes $93.4 million in 
2002-03 from federal funds for terrorism-related safety and security, 
including: 

❖ $32.5 million for twelve-hour shifts during periods when placed 
on alert for response to possible terrorist activities. 

❖ $26.5 million and 24 officers for increased air patrol of state 
infrastructure and event surveillance, including five additional 
aircraft. 

❖ $16.5 million and 166 officers and staff at key truck inspection 
stations for 24-hour, seven-day-a-week operation. 

❖ $4.3 million for 53 officers to protect State facilities. 

❖ $6.1 million for 55 officers to protect bridges and other 
landmarks and public facilities. 
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❖ $1.9 million for 24 officers to staff emergency information and 
command operations and participate in multi-agency task 
forces. 

❖ $5.6 million for equipment including specialized protective gear 
and nuclear detection devices for cargo containers. 
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Public Health 

The Budget provides $3.1 billion ($713.7 million 
General Fund) for various public health programs administered by 
the Department of Health Services. This represents an increase of 
$112.5 million, or 3.7 percent above revised 2001-02 funding levels. 

Child Health and Disability Prevention Program Gateway to 
Comprehensive Health Care— The Budget provides $8.8 million 
for the Child Health and Disability Prevention (CHDP) Gateway 
program. The CHDP currently provides health assessments to 
approximately 1.1 million children each year.  However, the 
program does not directly provide follow-up treatment for condi-
tions found during the health assessment or provide dental or 
vision services. Most of the children covered by the CHDP program 
are also eligible for comprehensive health care under Medi-Cal or 
the Healthy Families Program. The Budget provides for the use of 
the CHDP program as a gateway to streamline enrollment into 
these comprehensive health care programs. Under this plan, pre-
enrolled children will be immediately eligible, for up to two months, 
for a CHDP health assessment and for comprehensive medical care 
provided through the Medi-Cal or Healthy Families programs. 

Childhood Lead Poisoning Prevention Program— To better protect 
California’s children from the adverse effects of lead exposure and 
to help improve educational outcomes among these children, the 
Budget provides $22 million, an increase of $7.2 million, to 
implement a comprehensive programmatic restructuring of the 
Childhood Lead Poisoning Prevention Program.  As a result, more 
lead-exposed children will be identified, treated, and the source of 
their lead poisoning eliminated, and more sources of lead in the 
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environment will be properly identified and managed, thus 
preventing future lead exposure and poisoning. The Budget 
provides funding for universal reporting of blood lead testing 
results, improved accountability measures, increased enforcement 
provisions, and improved case management services to be per-
formed by local health jurisdictions. 

Public Health Preparedness and Response— The Budget reflects 
$50.8 million in federal grant funding, provided by the federal 
Centers for Disease Control and Prevention and the Health 
Resources and Services Administration, to support anti-
bioterrorism activities by the State and all its counties, except Los 
Angeles County, which has been provided direct grant funding. 
Specifically, $16.3 million will be available to develop and enhance 
State-level preparedness, $9.1 million to be distributed to the 
Emergency Medical Services Authority to upgrade hospital pre-
paredness planning, and $25.4 million to counties for development 
of local anti-bioterrorism activities. 

These funds will be used to: 

❖ Upgrade infectious disease surveillance and investigation. 

❖ Enhance the readiness of hospital systems to deal with large 
numbers of casualties. 

❖ Expand public health laboratory and communications 
systems capability. 

AIDS Drug Assistance Program— The Budget provides total 
funding of $184 million ($67.4 million General Fund), which 
includes an augmentation of $19.9 million ($9.6 million General 
Fund), to fully fund increased AIDS Drug Assistance Program 
(ADAP) costs due to drug manufacturer price increases and rising 
caseload. Since 1987, the ADAP has provided drugs to HIV/AIDS 
infected individuals who lack medical insurance but who have: 
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(1) adjusted gross incomes that do not exceed $50,000 per year, or 
(2) incomes higher than $50,000 per year if the estimated cost of 
those drugs in one year is expected to exceed 20 percent of the 
person's adjusted gross income. The ADAP provides financial 
assistance to these individuals to purchase the often extraordinarily 
expensive, but life-sustaining, drugs necessary to manage their 
disease. Based on an average cost per case of $6,515 for the year 
2001, a total of 28,242 cases will be served. The increased funding 
will provide services to an additional 3,054 cases in 2002-03. 

Medi-Cal 

The Budget includes $26.8 billion ($9.8 billion General Fund), a 
decrease of $252,200 below the revised 2001-02 Budget level for 
the Medi-Cal program. 

Significant adjustments include the following: 

Figure HHS-1 
Medi-Cal Caseload and Costs, 1993-94 through 2002-03 

(Eligibles in Millions, Dollars in Billions) 
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❖ Medi-Cal average monthly caseload is expected to increase by 
8 percent above 2001-02, due primarily to the recently-enacted 
eligibility expansions. The average monthly number of persons 
enrolled in Medi-Cal is approximately 6.4 million. 

Figure HHS-2 
Average Monthly Medi-Cal Eligibles as a Percentage of 

California Population 
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❖ Overall, the Budget reflects Medi-Cal costs decreasing in 
2002-03 primarily due to a projected increase in revenue as a 
result of additional drug rebate contracting, provider fraud 
savings, the disproportionate share hospital administrative fee, 
and a partial rescission of the 2000 Medi-Cal provider rate 
increases. However, increases in the frequency of services and 
higher cost per unit of service continue to be the driving force 
behind increased expenditures. In particular, pharmaceutical 
costs per prescription are projected to increase by 7.8 percent, 
resulting in an increase of $472.6 million in fee-for-service 
drug costs. 
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❖ The Administration has provided funding to facilitate enrollment 
in both Medi-Cal and the Healthy Families Program (HFP) by using 
the Child Health and Disability Prevention Program as an enroll-
ment gateway to the HFP and Medi-Cal.  For 2002-03, the Admini-
stration has provided $8.8 million ($4.2 million General Fund). 

The 2002 Budget Act includes the following: 

❖ $91.5 million to increase hospital outpatient reimbursement 
rates for 2002-03, pursuant to the settlement of the 
Orthopaedic Hospital lawsuit. Additionally, $255.1 million 
General Fund was provided in 2001-02 to provide a one-time 
payment to hospitals to address previous years’ reimbursement 
levels and to increase hospital outpatient reimbursement rates. 

❖ $58.3 million to continue no-cost Medi-Cal for low-income 
seniors and disabled individuals. This expansion, effective 
January 1, 2001, was part of the Governor’s Aging with Dignity 
Initiative. By June 30, 2003, approximately 20,500 individuals 
are expected to receive services through this program. 

❖ $34.2 million to maintain the Medi-Cal nursing facility nurse-to-
patient staffing ratios, which were revised beginning 
January 1, 2000. 

❖ $21 million to provide a supplemental payment to applicant 
long-term care facilities with a collectively bargained agreement 
to increase wages of direct care staff. 

❖ $12.6 million for activities related to compliance with the federal 
Health Insurance Portability and Accountability Act. 

❖ $2.2 million to implement the provisions of Chapter 684, 
Statutes of 2001 (AB 1075), which requires nurse-to-patient 
ratios by August 1, 2003, and a revised reimbursement 
methodology by August 1, 2004, for skilled nursing facilities. 
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❖ $9.1 million to increase the reimbursement rate for long-term 
care facilities, including a 0.5 percent increase for nursing 
homes. 

❖ $2.2 million to expand the Medical Case Management Program, 
which gene-rates savings by allowing severely ill or injured Medi-Cal 
beneficiaries to receive in-home care instead of institutional care. 

❖ $643,000 to perform various activities, including rebate 
contracting, to reduce expenditures for Medi-Cal drugs and 
medical supplies. 

Health Insurance Portability and 
Accountability Act 

The Health Insurance Portability and Accountability Act (HIPAA) 
reforms the health care industry with provisions that: (1) improve 
portability and continuity of health insurance coverage for groups 
and individuals, (2) combat waste, fraud, and abuse in health 
insurance for health care delivery, and (3) simplify the administra-
tion of health insurance. To accomplish these objectives, the HIPAA 
requires specific national standards for coding and tracking 
medical information, administrative simplification, and security and 
privacy of individual patient records. Appropriations in support of 
HIPAA compliance activities total $79.2 million ($20.7 million 
General Fund), and are contained in either individual departmental 
Budget Act items or Item 9909, the statewide HIPAA item. 
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Managed Risk Medical Insurance Board 

The Budget includes $759.4 million ($257.8 million General Fund/ 
Tobacco Settlement Fund), an increase of $67.6 million above the 
revised 2001-02 Budget level, for the Managed Risk Medical 
Insurance Board. Significant adjustments include the following: 

Healthy Families Program— The 1999 Budget Act expanded 
Healthy Families Program (HFP) coverage to uninsured children in 
families with income between 200 and 250 percent of the federal 
poverty level (FPL). For 2002-03, the Administration has provided 
a total of $672.2 million ($229.9 million Tobacco Settlement Fund, 
$20.3 million General Fund) for the HFP. Due to expanded 
eligibility and application simplification, enrollment is expected to 
reach 624,000 children by June 30, 2003. 

Figure HHS-3 

Healthy Families Program Enrollment 
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The Budget includes the following for the HFP: 

❖ $1.5 million Tobacco Settlement Fund and $18,000 General 
Fund to provide two months of HFP coverage for children who 
are transitioning into the Medi-Cal Program. 

❖ $403,000 General Fund to provide a 25 percent discount on 
monthly HFP premiums for families who pay through an 
electronic funds transfer. 

Access for Infants and Mothers— This program provides compre-
hensive care to pregnant women up to 60 days post-partum and 
their infants up to two years of age with family incomes up to 
300 percent of the FPL. An average of 562 women per month are 
estimated to enroll in this program. The Administration has 
provided a total of $84 million ($71.6 million Perinatal Insurance 
Fund) for this program.  A total of 115,138 infants are expected to 
enroll in this program in 2002-03. 

Department of Social Services 

The Budget provides $16.1 billion ($8 billion General Fund) for 
2002-03, an increase of $833.4 million above the revised 2001-02 
Budget level. 

C alifornia Work Opportunity and 
Responsibility to Kids 

Temporary Assistance to Needy Families Block Grant and 
Maintenance-of-Effort— 
Opportunity and Responsibility to Kids (CalWORKs) expenditures 
of $7.4 billion; $6.3 billion budgeted within the Department of 
Social Services (DSS), and the remaining $1.1 billion budgeted in 
other State programs and county budgets. 
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In addition, $60 million is set aside as a general Temporary 
Assistance to Needy Families reserve for unanticipated program 
needs. A program reserve allows the State to deal with unforeseen 
pressures that otherwise could drive program costs above the 
federally-required General Fund match level. 

Caseload Trends— After seven consecutive years of decline, 
caseload is projected to increase by 2.9 percent above the 2001-02 
level, primarily due to the economic downturn. The revised 
caseload projections are 507,000 cases in 2001-02 and 522,000 
cases in 2002-03. This represents a major improvement from the 
rapid growth of the early 1990s, when caseload peaked in 1994-95 
at 921,000 cases. Policy reforms that promote self sufficiency and 
encourage job skills training coupled with increased child care 
services and financial incentives encouraging work have assisted 
recipients and potential recipients in finding employment. 

Figure HHS-4 
CalWORKs Caseload 

1991-92 Through 2002-03 
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Maintenance-of-Effort Reduction— The 2002-03 CalWORKs 
budget reflects California’s success in having recipients meet the 
federally-mandated work participation requirements. With that 
goal being met, the federally-required spending level for California 
has been reduced from $2.9 billion to $2.7 billion. 

Grant Levels— The Budget includes $12.5 million for a June 2003 
cost-of-living adjustment (COLA) of 3.74 percent based on the 
California Necessities Index. The monthly cash grant level for a 
family of three in Region I will increase from $679 to $704, and in 
Region II from $647 to $671. A family of three living in Region I will 
be able to earn up to $1,633 per month before its entire grant is 
reduced to zero. 

CalWORKs Child Care— The Budget funds the projected child care 
need for CalWORKs recipients. A total of $1.2 billion will be 
available to provide CalWORKs child care services in 2002-03. Of 
that amount, $455.3 million is to be allocated by the DSS to 
counties for CalWORKs child care. In addition, the budgets for the 
State Department of Education (SDE) and the California Commu-
nity Colleges include $639 million and $15 million, respectively, to 
provide CalWORKs child care services. There also is a $108 million 
reserve to be used for either the DSS or SDE child care providers, as 
needed. 

Food Assistance Programs 

California Food Assistance Program— The Budget includes 
$92.2 million General Fund for the California Food Assistance 
Program (CFAP) in 2002-03.  The program provides food stamp 
coupons to documented persons who are not eligible for federal 
Food Stamps solely because of their immigration status.  Funding 
for CFAP in 2002-03 reflects the effect of recently-enacted federal 
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Food Stamp legislation, which will restore federal eligibility for a 
small number of recipients in October 2002 and approximately 
75 percent of recipients in April 2003. 

Quarterly Reporting— The Budget reflects the Administration’s 
proposal to address the State’s Food Stamp error rate by shifting 
reporting requirements for Food Stamp and CalWORKs beneficia-
ries from a monthly reporting system to a quarterly system. Forty-
two other states no longer require monthly reporting for Food 
Stamp recipients. A quarterly reporting system will reduce county 
administrative paperwork and costs, and will decrease the likeli-
hood of administrative errors that contribute to the Food Stamp 
error rate. The Budget includes $557,000 General Fund to 
implement quarterly reporting in 2002-03. The DSS anticipates 
that quarterly reporting will result in county administrative savings 
of $11.1 million General Fund annually beginning in 2003-04. 

Supplemental Security Income/ 
State Supplementary Payment Program 

Caseload is projected to increase to 1,126,400 recipients in 
2002-03, a 2.1 percent increase over 2001-02.  Total Supplemental 
Security Income/State Supplemental Payment (SSI/SSP) General 
Fund expenditures are projected to be $3.1 billion, compared to 
$2.8 billion in 2001-02. 

In January and June 2003, SSI/SSP recipients will receive COLAs 
based on the Consumer Price Index and the California Necessity 
Index, respectively. Combined, the two COLAs will bring the SSI/ 
SSP monthly grant levels up by a net 3.74 percent.  Monthly grants 
for aged/disabled recipients will increase by a total of $28 (includ-
ing $9 effective in January and $19 effective in June) to $778 for an 
individual and by a total of $50 (including $15 effective in January 
and $35 effective in June) to $1,382 for a couple. Monthly grants 
for blind recipients will increase by a total of $30 (including $9 
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effective in January and $21 effective in June) to $842 for an 
individual and by a total $58 (including $15 effective in January 
and $43 effective in June) to $1,602 for a couple. 

In-Home Supportive Services 

The 2002-03 average monthly caseload is projected to be 296,800 
cases, an increase of 8.3 percent above the 2001-02 caseload of 
274,000. Total In-Home Supportive Services (IHSS) expenditures 
are projected to be $2.6 billion ($995.7 million General Fund), an 
increase of 11.3 percent above estimated 2001-02 expenditures. 

To continue to improve the quality of provider services and 
strengthen recruitment and retention, beginning 2002-03, the 
State will share costs for the IHSS public authority providers’ wages 
and benefits up to $10.10 per hour.  This represents a $1 per hour 
increase compared to the 2001-02 level. 

Cash Assistance Program for Immigrants 

The Budget includes $102.2 million General Fund for the Cash 
Assistance Program for Immigrants (CAPI) in 2002-03. The base 
program ($78.1 million) provides benefits to documented persons 
in the country prior to August 22, 1996, who were not receiving 
SSI/SSP benefits on September 30, 1998. The extended program 
($24.1 million) serves documented persons arriving on or after 
August 22, 1996. The sunset for the extended CAPI was eliminated 
in 2001-02. 
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Children’s Services 

Child Welfare System Social Workers— The Budget continues to 
provide $233.2 million ($121 million General Fund) for social 
workers on an interim basis, pending an evaluation of a potential 
redesign of the Child Welfare System (CWS) and budgeting 
methodology. 

Child Abuse Prevention Program— The Budget continues to 
provide $20 million ($13.4 million General Fund) to fund preven-
tion and intervention services for children at risk of abuse and/or 
neglect. 

Foster Care Program— The Budget includes $900.2 million 
($422.5 million General Fund) for payments to foster care providers 
and financial aid to emancipating foster youth. 

Department of Mental Health 

The Budget includes $2.1 billion ($820.4 million General Fund) for 
the Department of Mental Health. The Budget for state mental 
health hospitals includes the following: 

State Hospital Population— $588.9 million ($451.1 million 
General Fund), a net decrease of $13.6 million (an increase of 
$3.1 million General Fund), or 2.3 percent below revised 2001-02 
expenditures for state hospitals. This funding will support a total 
caseload of 4,600 commitments, a decrease of 87 patients, or 
1.9 percent, from the 2001-02 population level. 
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Department of Developmental Services 

The Budget includes $2.9 billion ($1.8 billion General Fund), an 
increase of $143.2 million ($44.9 million General Fund) above the 
revised 2001-02 Budget, for programs for the developmentally 
disabled. This increase reflects serving an additional 9,706 clients. 

Developmental Centers— The Budget provides $644.9 million 
($353.3 million General Fund) for the Developmental Centers, a 
net increase of $1.4 million ($8.9 million General Fund decrease) 
above the revised 2001-02 Budget level primarily due to an aging 
Developmental Center population with changing level-of-care 
needs. The Budget supports a population of 3,691, a decrease of 
19 clients below 2001-02. 

Regional Centers— The Budget includes $2.2 billion ($1.5 billion 
General Fund) for the Regional Centers, an increase of $141.7 mil-
lion ($53.9 million General Fund) above the 2001-02 level.  The 
Budget supports a Regional Center population of 182,230, an 
increase of 9,725 clients above 2001-02. 

Home and Community-Based Services Waiver— The Budget 
includes a $106.7 million increase in federal financial participation 
as a result of the Administration’s successful proposal to maximize 
enrollment of developmentally disabled consumers under the 
Home and Community-Based Services Waiver.  Increased federal 
funds will reduce General Fund costs, and allow California to 
maintain its commitment to developmentally disabled individuals 
under the Lanterman Act. 

Emergency Medical Services Authority 

Trauma Support— The Budget continues $20 million General 
Fund, originally provided on a one-time basis in the 2001 Budget 
Act, to assist California’s trauma care system. Trauma system 
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providers have experienced increasing fiscal pressure, and this 
funding is intended to partially reimburse trauma centers for the 
costs associated with uninsured patients. 

Department of Child Support Services 

The Budget proposes total expenditures approximating 
$974.9 million and 220 personnel years for the Department of 
Child Support Services (DCSS). 

Chapters 478 and 480, Statutes of 1999, established the DCSS 
and authorized implementation of a single statewide child support 
system comprised of local child support agencies under the 
direction of the new Department. As of June 30, 2002, all counties 
have successfully transitioned from the former district attorney-
managed system to the single statewide system. In addition, as of 
June 30, 2002, all counties have successfully transitioned to one of 
six federally-approved child support automation systems. 

The Budget includes the following significant adjustments: 

❖ California Insurance Intercept Project— $1.1 million ($383,000 
General Fund) to implement a new program, the California 
Insurance Intercept Project, to increase collections of child 
support obligations by enabling the Department to locate and 
retrieve funds from child support obligors who file and receive 
an award in personal injury cases. 

❖ Child Support State Hearings— $550,000 ($187,000 General 
Fund) to increase the amount of the DCSS contract with the 
Department of Social Services to conduct child support State 
hearings and to add additional DCSS positions to review State 
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Trial court expenditures for 2002-03 total approximately $2.2 bil-
lion, 52 percent from the State General Fund, 22 percent from 
county funds, and 26 percent from other funds including fines, 
penalties, and fees remitted to the Trial Court Trust Fund and Trial 
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Trial Court Employee Negotiated Salary Increases— The Budget 
contains $51.7 million in additional resources to meet various 
needs of the trial courts, including salary increases that result from 
local bargaining agreements. 

Court Security— The Budget includes $23 million for increased 
costs to provide security at trial court facilities. 

County-Provided Services and Benefits— The Budget provides 
$14.4 million to fund increased costs associated with services and 
benefits provided to the trial courts through the counties, such as 
mail and janitorial services, health benefit increases, and retirement 
rate increases. 

Court Interpreters— The Budget contains $2.3 million to address 
increased costs of providing court interpreters to assist non-English 
speaking defendants in trial court proceedings. 

Family and Children Services— The Budget includes $802,000 for 
court services provided to children and families throughout the 
State, including funding for case processing, mediators, investiga-
tors, and evaluators. 
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Business, Transportation, and Housing 

Department of Housing 
and Community Development 

The Budget includes $202.1 million for the Department 
of Housing and Community Development’s activities, including 
$11.0 million for the Farmworker Housing grant and loan program 
and $5.3 million for Emergency Shelter grants. 

Housing Bond— In past years, funding for housing programs, such 
as multi-family housing loans, downtown housing, and down 
payment assistance, was provided primarily through general 
obligation bonds, tax credits, and the California Housing Finance 
Agency’s lending programs.  Higher General Fund revenues in 
2000-01 allowed over $370 million of funding from the General 
Fund for housing programs.  This year the Budget anticipates the 
passage of the housing bond on the November 2002 ballot 
(Chapter 26, Statutes of 2002). The housing bond includes, for 
example, funding for multifamily housing ($910 million), Emer-
gency Housing Assistance programs ($195 million), farmworker 
housing ($200 million), and single-family down payment assistance 
($290 million). 

Department of Managed Health Care 

The Budget includes $32.5 million for the Department of Managed 
Health Care and the Office of Patient Advocate. 
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Health Maintenance Organization (HMO) Report Card— The 
Budget provides a one-time augmentation of $500,000 to expand 
the information presented in the HMO Report Card. The new 
content will include medical group reporting as well as information 
on cultural and linguistic services provided by HMOs. 

Department of Transportation 

The Budget includes nearly $8.4 billion in expenditures by the 
Department of Transportation (Caltrans), including nearly $2.2 bil-
lion for programs that assist local governments in constructing and 
operating highway, road, and transit systems, and nearly $3.1 bil-
lion in capital outlay expenditures for state highway construction 
projects. 

Transportation Refinancing Plan— The Traffic Congestion Relief Act 
of 2000 provided significant funding for transportation by shifting 
the sales tax revenues on gasoline from the General Fund to the 
Traffic Congestion Relief Fund from 2001-02 through 2005-06. 
Chapter 113, Statutes of 2001 (AB 438), refinanced the Traffic 
Congestion Relief Program by deferring the shift of sales tax 
revenues from the General Fund to the Traffic Congestion Relief 
Fund for two years and extending the program for two years, which 
recaptured over $2.2 billion in resources for General Fund use over 
2001-02 and 2002-03. 

Legislation accompanying the Budget continues the refinancing of 
the Traffic Congestion Relief Program to recapture an additional 
$1.2 billion in resources for General Fund use while ensuring that 
cash is available for Traffic Congestion Relief Program projects and 
the currently programmed projects funded by the State Highway 
Account and the Public Transportation Account.  The refinancing 
plan authorizes an additional loan from the State Highway Account 
to the Traffic Congestion Relief Fund, to be repaid with interest by 
June 30, 2007, and a $173 million loan from the State Highway 
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Account to the General Fund, to be repaid with interest no later 
than June 30, 2005. The refinancing plan also includes short-term 
loan authority to meet the cash flow needs of the State Highway 
Account, provides authority to account and report various trans-
portation funds in a manner that maximizes available cash, and 
includes various reporting and review requirements. 

California Twenty-First Century Infrastructure Investment Fund— 
As part of the budget agreement reached between the Administra-
tion and the Legislature, Assembly Constitutional Amendment 11, 
which will be proposed to voters statewide in 2004, amends the 
California Constitution to require a specified percentage of General 
Fund revenues to be transferred annually to this fund beginning in 
2006-07. These funds would be used to finance infrastructure 
projects, including projects to acquire, construct, rehabilitate, 
modernize, or renovate the State’s transportation network, of which 
50 percent would be for local government projects and 50 percent 
would be available for State projects. 

Clean Water Enforcement— The Budget includes $25.5 million 
and 167.5 personnel years to implement new activities required by 
the Storm Water Management Plan and to comply with the 
requirements of the federal Clean Water Act.  With this increase, the 
Budget includes a total of $87 million in support costs for storm 
water clean up. 

Fleet Greening— The Budget also contains $10 million to continue 
Caltrans’ program of retrofitting diesel vehicles to use cleaner-
burning fuels and increasing the number of vehicles using propane. 

The Budget provides $5 million for a 
competitive Freeway Service Patrol Grant Program created in 
legislation accompanying the Budget for Caltrans to provide funds 
specifically for new or expanded service based on specified criteria, 
including the cost/benefit ratio based on traffic congestion relief. 
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Assistance for Local Transportation Projects— The Budget 
includes $3 million for a Transportation Finance Bank Revolving 
Loan Program created in legislation accompanying the Budget for 
Caltrans to disburse loans to public entities and public/private 
partnerships for transportation projects. 

Department of MotorVehicles 

Customer Service— The Budget provides $4.5 million for projects 
to enhance customer service, including $2.5 million to continue 
the replacement of obsolete terminals in field offices and $2 million 
to finish a two-year project by installing queuing systems in 33 
additional field offices to improve customer service. 

Motor Vehicle Account Reductions— To minimize the financial 
pressure on the Motor Vehicle Account, the Department’s budget 
has been reduced by a total of $17.7 million including: $7.1 million 
by reducing operating expenses including costs of printing; 
$3.2 million by increasing automated processing of registration 
transactions; $2.5 million by eliminating certain specialized 
support units and staff for special projects; and $5 million by 
eliminating the use of certified mail for notices of suspension or 
revocation. 
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California Labor and Workforce 
Development Agency 

Agency Implementation— The Budget provides $1.8 million to 
support the California Labor and Workforce Development Agency, 
pursuant to the Governor’s Reorganization Plan No. 1 of 2002. The 
Agency, which is supported entirely with redirected, existing 
funding and positions, will be comprised of the Department of 
Industrial Relations, the Employment Development Department, 
the Agricultural Labor Relations Board, and the California 
Workforce Investment Board. 

The Agency will coordinate and oversee the State’s numerous job 
training and labor-related programs to better meet the needs for 
workforce education, development, and retraining; address 
violations related to lost revenue in the underground economy; and 
develop new information and data on the workforce and economy. 

Department of General Services 

The Budget includes total expenditures of $818 million ($23 mil-
lion General Fund) for the Department of General Services. 

Enhanced Emergency Telephone Services— The Budget provides 
$10.4 million from the State Emergency Telephone Number 
Account (SETNA) to reimburse local service providers for increased 
equipment, network, and database costs associated with providing 
enhanced emergency telephone services to landline telephone 
users in California. It also includes $40 million SETNA to reimburse 
service providers for costs associated with implementing the 
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Office of Emergency Services 

State Strategic Committee on Terrorism (SSCOT)— The Budget 
includes $562,000 and three personnel years for support and 
coordination of the SSCOT, which was established to address and 
carry out emergency preparedness and response and recovery 
activities related to acts of terrorism. This augmentation will provide 
OES with the necessary resources to coordinate federal, state, and 
local anti-terrorism programs; conduct assessments of the risks 
associated with terrorist threats; and provide support to the existing 
statewide regional mutual aid anti-terrorism working groups. 

Department of Food and Agriculture 

Specialty Crop Support Program— The Budget includes an 
augmentation of $34.5 million in federal funds in 2002-03. These 
funds will support market promotion and development programs 
such as “Buy California,” agricultural research and pest manage-
ment, and competitive grants in areas such as food safety, con-
sumer education, and nutrition. 

Plant Pest Prevention Comprehensive Strategy— The Budget 
continues $11.3 million General Fund for the Plant Pest Prevention 
Comprehensive Strategy to reduce the threat to California agricul-
ture from invasive pests. 

Microbiological Data Program— The Budget includes $700,000 in 
federal funds for California to participate in a new federal program 
testing fresh fruits and vegetables for contaminants at the retail sale 
level. 
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Resources and Environmental Protection 

Substantial funding has been provided over the course 
of this Administration to improve the management of California’s 
diverse fish, wildlife, and plant resources, and to enhance parks, 
beaches, trails, and wildlife areas. This Administration has also 
made significant progress in advancing California’s internationally 
recognized environmental standards. The Budget makes the 
following commitments to protect our natural resources and the 
environment: 

CALFED— $476.7 million from various funding sources for the 
State’s share of CALFED Bay Delta Program, including: 

❖ $147.8 million for ecosystem restoration programs and projects. 

❖ $102.1 million for surface and groundwater storage. 

❖ $41.3 million for Delta conveyance projects. 

❖ $34.6 million for drinking water quality projects. 

❖ $150.9 million for water use efficiency, environmental water 
account, science, water transfers, watershed management, and 
Delta levees. 

$61.9 million in grant funding from the SafeWater Quality— 
Drinking Water, Clean Water, Watershed Protection and Flood 
Protection Act of 2000 (Proposition 13) for various projects 
designed to enhance and protect the state’s water quality. 
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Total Maximum Daily Loads— $19 million ($11.4 million General 
Fund and $7.6 million federal funds) for Total Maximum Daily Load 
(TMDL) development and implementation, which is crucial to 
determining the extent of pollution in water bodies and identifying 
measures to ensure that standards are not exceeded. 

Conservancies— $297.3 million from various bond and special 
funds for the State’s seven conservancies and the Wildlife Conserva-
tion Board to protect and rehabilitate California’s habitats and 
open spaces. 

Local Parks— $172.9 million from Proposition 40 Park Bond funds 
for various local park grant programs to expand recreational 
opportunities in the State’s population centers. 

Parks Maintenance— $10 million from Proposition 40 Park Bond 
funds for urgently needed maintenance projects in the state park 
system. 

River Parkways— $64.3 million from Propositions 13 and 40 bond 
funds for various river parkway projects located throughout the 
state. 

Salmon and Steelhead Preservation— $8 million from Proposition 
40 Park Bond funds to continue efforts to protect and improve 
conditions for this valuable resource. 

California Environmental Quality Act Review— $2.9 million 
General Fund and Environmental License Plate fund for the 
Department of Fish and Game to conduct environmental reviews 
pursuant to the California Environmental Quality Act to ensure the 
protection of fish and wildlife resources. 
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Sudden Oak Death— $2 million General Fund for management, 
research, and treatment to mitigate the impacts of Sudden Oak 
Death, a disease that has killed thousands of oak trees throughout 
California. 

Waste Reduction— $31 million California Tire Recycling Manage-
ment Fund to reduce waste and used tire stockpiling, $27.4 million 
California Used Oil Recycling Fund for used oil recycling grants, 
and $9.4 million Recycling Market Development Revolving Loan 
Subaccount for loans to develop markets for products manufac-
tured from recycled materials. 

Air Quality— $25 million from Proposition 40 Bond funds for diesel 
engine retrofits and clean fuel school buses. 

Clandestine Drug Laboratories— $13.8 million ($11.9 million 
General Fund and $1.9 million Illegal Drug Lab Cleanup Account) 
for emergency hazardous substance removal cleanup activities at 
an increasing number of former illegal drug manufacturing sites. 

Energy 

To assist in continuing to address California’s energy challenge, the 
Budget includes the following: 

California Energy Commission— $22.7 million Energy Resources 
Program Account (ERPA), Federal Trust Fund, and Reimbursements 
to enable the Commission to plan, site, permit, and monitor the 
construction of new electric facilities throughout the State. 

$3.5 million Public Utilities 
Commission Utilities Reimbursement Account (PUCURA) and ERPA 
to represent the State in proceedings before the Federal Energy 
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Regulatory Commission and in federal courts as the EOB continues 
to pursue approximately $9 billion in refunds from electricity 
generators who engaged in unfair market practices. 

California Consumer Power and Conservation Financing Author-
ity— $4.4 million Renewable Resource Trust Fund loan to imple-
ment a “clean growth” strategy that would develop distributed 
generation, renewable energy resources, and energy efficiency in 
key areas around the State. 

Rate-Setting Proceedings for Department of Water Resources 
(DWR) Energy Procurement Costs— $950,000 PUCURA to assist 
the Public Utilities Commission (PUC) in its responsibility to 
perform analyses and rate-setting proceedings that will enable the 
DWR to recover its electricity procurement costs from retail electric 
customers. 

Power Plant Performance Reviews— $2.1 million PUCURA to 
adopt, implement, enforce, and monitor uniform operating 
practices and procedures for electric generation facilities to 
maintain the reliability of California’s electric supply system. 

Pacific Gas and Electric Bankruptcy— $5.8 million PUCURA for a 
financial advisor and legal counsel to assist the PUC with represent-
ing the State’s interests in federal bankruptcy court. 
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Capital Outlay 

The Budget includes over $1.360 billion for the capital 
outlay program, not including funding for transportation, K-12 
schools, and State conservancies. Of this amount, $23.7 million is 
from the General Fund, $466.0 million is from lease-revenue bonds, 
and $495.4 million is from an education bond (Proposition 47) for 
higher education facilities, which has been placed on the Novem-
ber 2002 statewide ballot. The balance of funding is provided from 
various other bond funds, special funds, and reimbursements. 

In addition, the Administration sponsored an economic stimulus 
package, enacted in April 2002 (Chapter 33, Statutes of 2002) that 
provided $651.3 million from lease-revenue bonds to accelerate 
capital outlay projects and stimulate the creation of additional jobs. 

The Budget includes: 

❖ $536.4 million in 1998 Higher Education Capital Outlay Bond 
Fund and proposed general obligation bonds for numerous 
construction projects for the University of California (UC), the 
California State University (CSU), the California Community 
Colleges (CCC), and Hastings College of Law. 

❖ $96.9 million ($19.1 million lease-revenue bonds and 
$77.8 million from non-state sources) for Phase II of the 
California Science Center. The project is a four-story addition to 
the existing Science Center that combines science exhibits with 
live animal exhibits, including a two-story reef tank. 

❖ $72.6 million in lease-revenue bonds to replace the Caltrans 
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❖ $68.6 million in lease-revenue bonds to replace and renovate 
various facilities for the Department of Forestry and Fire 
Protection (CDF). 

❖ $9.1 million Motor Vehicle Account to replace California 
Highway Patrol offices in Williams, Monterey, and South Lake 
Tahoe. 

❖ $7.3 million General Fund for two new armories as well as 
various security projects for the Military Department . 

The economic stimulus package includes: 

❖ $308.5 million to shift funding to lease-revenue bonds for UC 
projects establishing Institutes for Science and Innovation. 

❖ $279.0 million for several UC projects including Veterinary 
Medicine 3A at the Davis campus, Natural Science Unit 2 at the 
Irvine campus, and Infrastructure Phase 2 at the proposed 
Merced site. 

❖ $191.3 million for three CSU projects, including replacement of 
Physical Sciences classrooms and laboratories at the Los 
Angeles campus. 

❖ $170.5 million for several CCC projects, including academic 
buildings at the Los Rios Folsom Lake Center, Math and Science 
replacement classrooms at Citrus College, and Science 
classrooms and laboratories at Mendocino College. 
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CAPITAL 
OUTLAY 

Figure CO-3 
Total Capital Outlay Funding For 1999-2002 By Agency 

(dollars in thousands) 
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❖ $10.5 million for a joint library project between the California 
State Library and the Sutro Library in San Francisco. 

❖ Over the course of this Administration, $7.9 billion has been 
appropriated for capital outlay projects. 
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Statewide Issues 

Employer Contributions to California Public Employees’ 
Retirement System (CalPERS)— The Budget includes $654.3 mil-
lion General Fund ($1.2 billion total funds) for the 2002-03 State 
employer’s retirement contributions to CalPERS. The 2002-03 
General Fund payment to CalPERS, which is made on a quarterly 
basis, one quarter in arrears, will be $583.8 million ($1.1 billion 
total funds). This reflects an increase of $75.9 million General Fund 
($154.5 million total funds) over 2001-02. This increase is attribut-
able to stock market declines and other economic factors affecting 
the interest earnings for CalPERS’ investment portfolio. 

Health and Dental Benefits for Annuitants— The Budget includes 
$553.6 million General Fund for annuitants’ health and dental 
benefits. The increase of $67.8 million over the 2001-02 appropria-
tion is a result of both health premium increases and growth in the 
number of annuitants eligible for health and dental benefits. 

Position Reductions— The Budget requires the Director of Finance 
to abolish 6,000 positions, not directly involved in public safety or 
providing 24-hour care, that were vacant on June 30, 2002, for a 
total savings of up to $150 million. Over its tenure, this Administra-
tion has already eliminated over 6,600 excess vacant positions. 
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❖ K-12 education continues to be the State’s top priority—over 40 
cents of every General Fund dollar is spent on K-12 education. 

❖ Combined with higher education funding, the State will spend 
almost 53 cents of every General Fund dollar on education. 

❖ Education, health and human services and public safety 
expenditures constitute almost 88 percent of the State General 
Fund. 
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SUMMARY 
CHARTS 

2002-03 Expenditures By Fund 
(Dollars in Millions) 

Function 
General 

Fund 
Special 
Funds 

Bond 
Funds Total 

Education (K-12) $30,769 $63 $473 $31,305 
Health and Human Services 21,633 4,799 -- 26,432 
Higher Education 9,759 762 807 11,328 
Business, Transportation and Housing 228 6,643 188 7,059 
Technology, Trade, and Commerce 42 9 -- 51 
Courts 1,519 79 -- 1,598 
Tax Relief 4,422 -- -- 4,422 
Local Government Subventions 438 2,353 -- 2,791 
Youth and Adult Corrections 5,285 20 4 5,309 
Resources 1,041  1,147 1,110 3,298 
Environmental Protection 173 638 182 993 
State and Consumer Services 471 541 45 1,057 
Other 942 2,300 3 3,245 

Total $76,722 $19,354 $2,812 $98,888 

2002-03 Revenue Sources 
(Dollars in millions) 

General Special 
Fund Funds 

Personal Income Tax $37,626 --

Sales Tax 22,958 $2,516 

Corporation Tax 7,327 --

Highway Users Taxes -- 3,244 

Motor Vehicle Fees 15 3,915 

Insurance Tax 1,759 --

Estate Taxes 646 --

288 --

Tobacco Taxes 121 980 

8,418 4,007 

$79,158 $14,662 

Liquor Tax 

Other 

   Total 
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PUBLIC  SAFETY

2001-2002

SUMMARY 
CHARTS 

2002-03 
General Fund Expenditures 

by Agency 
(Dollars in Millions) 

2001-02 2002-03 
Legislative, Judicial, Executive $2,685 $2,464 

State and Consumer Services 715 471 

Business, Transportation & Housing 645 228 

Technology, Trade, and Commerce 75 42 

Resources 1,545 1,041 

Environmental Protection 437 173 

Health and Human Services 22,093 21,633 

Youth and Adult Correctional 5,544 5,285 

K-12 Education 29,939 30,769 

Higher Education 9,778 9,759 

General Government 327 435 

Tax Relief 3,080 4,422 
Total $76,863 $76,722 
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SUMMARY 
CHARTS 

2002-03 General Fund 
Budget Summary 

(Dollars in Millions) 

2001-02 2002-03 

Prior Year Balance $3,037 $72 

Revenues and Transfers $73,898 $79,158 

Total Resources Available $76,935 $79,230 

Expenditures $76,863 $76,722 

Fund Balance $72 $2,508 

Budget Reserves 

Reserve for Liquidation of 
Encumbrances $1,473 $1,473 

Special Fund for Economic 
Uncertainties -$1,401 $1,035 
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EXECUTIVE OFFICE 

B. TIMOTHY GAGE 
DIRECTOR OF FINANCE 

445-4141 

BETTY T. YEE ANNETTE PORINI 
CHIEF DEPUTY DIRECTOR CHIEF DEPUTY DIRECTOR 

445-9862 445-8582 

KATHRYN RADTKEY-GAITHER ROBERT MIYASHIRO 
ASSISTANT DIRECTOR FOR DEPUTY DIRECTOR FOR 
BUDGETS AND OPERATIONS LEGISLATION 

445-4923 445-8610 

ANITA GRANDRATH GORE FLOYD SHIMOMURA 
ASSISTANT DIRECTOR FOR COMMUNICATIONS CHIEF COUNSEL 

323-0648 324-4856 

BUDGET PROGRAM AREAS 

Revenue Forecasting, Economic 
Projections, Demographic Research, 
Local Government, Business, 
Transportation and Housing, and 
Trade and Commerce .................................Connie Squires ......... 322-2263 

Education ................................................ Jeannie Oropeza ......... 445-0328 

Health and Human Services ..................... Terrie Tatosian ......... 445-6423 

Youth and Adult Correctional, Justice, 
Judiciary, General Government, and 
State and Consumer Services ...................... Calvin Smith ......... 445-8913 

Resources, Environment, and 
Capital Outlay ................................................... Fred Klass ......... 324-0043 

Employee Relations, 
Retirement Systems ..................................... Shelley Mateo ......... 445-3274 

Budget Planning and Preparation, 
Cash Management, Statewide Issues ....... Yoshie Fujiwara ......... 445-5332 

California’s Budget on the Internet 
This document is also available on the Internet at the 

California Department of Finance website— http://www.dof.ca.gov 
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