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Wednesday with some disheartening news: Because of this 
year's budget shortfalls, the state's battered credit ratina will J . u ~ ~ r ~ ~ ~ ~ ~ ~  

The state's top legislative analyst came to Lodi on 

- 
likely not improve anytime soon. 

Elizabeth Hill, who has headed the legislative analyst's 
office since 1986, took lime out of her busy schedule to sit 
down and iniormally discuss California's budget shortfall 
and its effect 017 iodi  and other San Joaquin Valley 
com~un i t i e~ .  

What she got was more of a grumbling session from various 
groups already feeling the penny pinching. 

N~~~~ 

,> AzKhives 
U AlitQ.mOtive 
j, Real .  Estate 

Hill told elected city, 
school and county 
officials at the briefing 
that Gov. Gray Davis' 
proposed budget would 
work only if it was 
passed by the state 
Legislature as is -- and 
that includes raising 
taxes. 

"Does the governo~s 
plan pencil out? Only if 
dramatic action is 
taken," she said. 

Last week, Hill's oiiice reieased its annual analysis of the 
governor's budget claiming the deficit was overstated by 
Davis by about $10 billion. The governor estimated this 
year's budget shortfalls at roughly $35 million, 

"There's no silver bullet in this budget and no easy solution,' 
Hill said. 

212712003 
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The Legislative Analyst's Office has bean providing fiscal 
and policy advice to the La islature for more than 55 years. 

Hill's visit to Lodi was organized by Sen. Chuck Poochigian, 
I?-Fresno, who also attmded the Lodi briefing, which was 
recorded and will be broadcast by AT&T Broadband on 
Friday. Representativ~s came from as far as Ceres and 
Sonora. 

"The ~agni tude of the problem is so great," Po~ch~gian said 
Wednesd~y. "It's not easy to find a solution. There's going 
to be a lot of hard swallowing that needs to be done." 

Other budget issues brought to the table Wednesday 
Included the proposed vehicle license fee increase, teacher 
layoffs and rising college costs. 

Hill3 far example, said community college fees could 
increase even more than already proposed. 

Dick Rogers, from the Tuolumne County Sheriff's 
~ e ~ a ~ r n e n t ~  came concerned with the state's credit rating 
"What's being done to get it up?" he asked Hill. 

While she didn't have an answer, Hill, a Modesto native, 
said the state will likely need to get a loan by June to deal 
with its cash flow issues. 

AsseNiblyman Alan ~akanishi, R-Ladi, a former Lodi mayor 
and councilman who took a familiar seat in front of Carnegie 
Forum on Wednesday, said he was informed that the state 
will borrow an estimated $2.5 to $2.8 billion, at an interest 
?ate of $25 million per $1 billion. 

"We must act quickly ... and we're not," he said. "I went into 
the ~egislature thinking I was going to salve the b~idget 
problems. It's month three, and we're still at square one." 

Mayor Susan  itchc cock was curious when a balanced 
budget could be expected from the state. 

Poochigian said no one could provide an answer. 

"All of us should be hopeful ... that we get there without too 
much trouble, but I would not bet on that," he said. "What 
I'm tying to say is, I don't know." 

John Gray from Lincoln Unified School District echoed 
Hltchcock's feelings. 

"When schools have to balance their budget, it has to be on 
lime and we basically have to go on the best guess and 
revise," he said, adding that he hopes the state willstabilize 
school funding and defer legislation passed last year that 
would affect district budgets. 
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"We have to have the handcuff5 off to do our jobs," Gray 
said. 

In Lodi, even in the midst of trying to approve its own city 
b u d ~ e ~  by May, o~ficials are still bracing for potential cuts 
thanks to the stale's ~ u d ~ e t  woes. 

37.6 million annual ~udget, roughly 15 
percent, or $4.7 million, comes lrom the state through 
vehicle license fees and grants. 

Sales tax, property taxes and franchise taxes could also be 
affected and passed down to the city. 

Comments about this story? Send mail to t h , e ~ . ~ ~ ~ : S e _ n t i n e ~ ~ ~ ~ ~ ~ ~ 1 Q o m .  
-..i~ ~~ __...._-.....--.._..._-__-._._l-._...i 

S U B - ~ ~ R ~ ~ . ~ T - ~  TIIE-LQQJ. ~ E ~ ~ ~ ~ E N ~ ~ ~ ~  

l o  subscribe to the Loai News-Sentinel, fiii out our ~ n i i n r  form or cal! ou: 
Subscriber Sewices Dqianrnen? ai f 2 W  333-)400. 



centerpiece of Gov. Gray Davis' plan to bridge the state's massive budget gap 

The Legislative Counsel's Office, in a privately c i r~u iated opinion obtained by The 

revenues from Davis' proposed tax increases to  schools rather than local 
gove rn ine~~s .  

The opinion could derail the  realignment" plan in the governor's 2003-04 budget 
because it wiii siphon off to schaois as much as half of the $8.3 billion raised from 
~nc~eas ing  taxes on shoppers, smokers and top earners. Ravis designed the 
realignment pian to  shift several state programs to local governments and finance 
them with new taxes that bypassed the state treasury and theo~e~ ica l l y  avoided 
~ r ~ ~ a s i t i o ~ i  98's previsions. 

"The legislative counsel's opinion is only confirming what was suspected to  be a 
q u e ~ t i o ~ a b l e  end run around ~ r o ~ o s i ~ i o n  98," said Kevin Gordon, executive director 
of the California Association of School Business Officiais. 

ee, concluded that California wouid be legally required to divert billions of dollars in 

To make Davis' plan work in accordance with the opinion, lawmakers wouid have to  
s~ispend Prop~si t ion 98, the 1988 initiative that  guaranteed to kindergartens through 
c o ~ ~ ~ u n i t y  colleges a certain amount from the state each year according to  a 
cornpiex formula, including tying schooi spending to the growth in state revenues. 

Davis said that $8.3 billion in tax increases included in his realignment plan would 
not appiy to  the measure because it would be e a ~ m a r k e d  specifically for cities and 
counties. ?-he Democratic g o ~ i ~ r n o r  hoped the plan would temper Republican criticism 
of tax increases because they would benefit local governments. 

Davis modeled his realignmont plan after a similar approach taken by former 
Republican Gov. Pete Wilson. The Wiison plan also circumverited Proposi~ion 98 and 
was never chailenged in court, said Dan Carson, director of the health and welfare 
section of the i~onpar~ isan Legislative Analyst's Office. 

ut the new opinion said revenues generated by a "statutory increase in the 
cigarette tax would be proceeds of taxes that are within the general fund and, as 
such, would be included within the state's minimum school funding o b l i ~ a ~ i o n . ~ '  The 
opinion includes similar findings for the sales tax and income tax increase proposals, 

Davis spokeswoman Hilary McLean said the counsel's office and the ~ o v e r n o r ~ s  legal 
advisers have "differing legai views" on the matter. "Our current view is that  it 
wouldn't be subject to  Proposition 98," she said. 



ut she said Davis requested in his budget that working groups assemble to study 
the intricacies of realign men^, 

Assembly Speaker Herb Wesson, D-Culver City, requested the opinion to clarify 
whether the proposed realigi~ment and accompanying tax hikes would affect the 
state's school spending obligations, spokeswoman Patricia Soto said. The legal office 
issued its opinion Feb. 12, but Wesson has not made it public. Wesson could not be 
reached for comment Tuesday evening. 

~ u s ~ e n d i n ~  Proposition 98 is thought to be a po l l t ic~ l ly  incendiary move that aiso 
could face legai chailenges. If lawmakers vote to  suspend the law, the state would 
likely be required to  repay schools billions of dollars in the future. 

Davis has warned that iawmakers will either have to  make $8 billion more in cuts 
than he proposed OF raise taxes for state operations if his realignment plan fails. 

Legislatl~e Analyst Elizabeth Hill iast week largely e~dorsed shifting certain state 
~esponsibilities to  counties and cities, but she raised the possibility that the new 
taxes to  fund the shift could be applied to  the Proposition 98 guarantee. 

Specificaliy, Hil l estimated that half of the revenues generated from tax increases 
wouid be iegaiiy required to be directed to  schools rather than to local governments 
unless the schools proposition is t ~ m p o r a ~ ~ i y  shelved. 

"I never have t h o u g ~ ~  that this realignme~it had any substantive purpose other than 
to increase taxes without stispending Prop. 98," said John Campbell, R-lrvine, vice 
chairman of the Assembly Budget Committee. "If this opinion holds, then the 
Democrats will have to  make a decision: Are they prepared to increases taxes and 
suspend Prop. Y8?" 

The legislative legal opinion is just the latest snag since Davis unveiled his budget 
pian Jan. 10. 

The budget has drawn criticism of its reliance on tax hikes and proposai to eliminate 
$4 billion in Funding for local govern~nents. 
chailenge if he agrees to Assembly Democrats' request that the state's vehicle 
license fee be restored to  pre-1998 levels. 

"There's no question that it complicates an already very complicated budget dynamic 
in the Capitol," Gordon said, "The bottom line is that we are going to  have to Find 
ways to satisfy the Constitution and solve the budget mess as well." 

avis also faces threats of a legal 
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