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July 18, 2012 
  
 
To: CSAC Government Finance and Operations Policy Committee 
 
From: Jean Kinney Hurst, CSAC Senior Legislative Representative 
 Geoffrey Neill, CSAC Senior Legislative Analyst 
 
Re: Proposition 31 – ACTION ITEM 

 
  
Recommendation:  Adopt and forward a SUPPORT position for Proposition 
31 to the CSAC Executive Committee.  
 
Overview. This memo is intended to provide the relevant information to the CSAC 
Government Finance and Operations policy committee to assist in considering a 
SUPPORT position for Proposition 31. 
 
Proposition 31 is promoted by the California Forward Action Fund, which, along 
with California Forward, has been working on far-reaching reforms to state and 
local governance for a number of years. During that time, the group has sought the 
input of a broad range of Californians, including many local officials and many 
interested citizens and community groups. 
 
Policy. Chapter 1 of the CSAC Platform, aside from several references to local 
control generally, has language about "permit[ting] county government the 
flexibility to provide services and facilities in a manner that resolves day-to-day 
problems communities face." The Platform also encourages counties, cities, and 
special districts to "adopt formal policies that encourage locally initiated solutions 
to regional problems" (Chapter 1, Section 3). 
 
Chapter 9, Section 2D of the Platform refers to counties being able to streamline 
or eliminate unnecessary administrative requirements, reduce or eliminate 
regulations that control implementation of state-mandated programs, and have 
greater program flexibility to meet individual county needs. 
 
If the Community Strategic Action Plans authorized by Proposition 31 work as 
intended, they will achieve these goals for counties. 
 
The Platform is silent on the subject of performance-based budgeting, but that part 
of Proposition 31 could be construed as thwarting local control to the extent 
counties may not choose whether to make the types of statements in their budgets  
that the measure would require. Many county budgets likely already adhere to the 
minimum requirements of this section. 
 
For these reasons, the intent of Proposition 31 largely aligns with CSAC policy. 
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Process. In accordance with the State Ballot Proposition Policy found in the 
CSAC Policy and Procedures Manual (page 12), the officers referred the measure 
to this policy committee. The policy committee will then forward its 
recommendation to the CSAC Executive Committee for a recommendation to the 
full CSAC Board of Directors. The Board of Directors will consider those  
recommendations and adopt a position on the measure at its regularly scheduled 
meeting on September 6. The state’s General Election will be held two months 
later, on November 6, 2012.  
 
Recommendation: For the reasons stated above, staff recommends that the 
CSAC Government Finance and Operations policy committe adopt and forward to 
the CSAC Executive Committee a SUPPORT position Proposition 31. 
  
 
Attachments  
  

I. CSAC summary of Proposition 31 
II. Legislative Analyst’s Office summary and fiscal analysis 
III. California Forward outline 
IV. Text of the measure 
 



CSAC Summary of Proposition 31 

Changes to the State Budget Process 

‐ All bills must be in print for at least three days before the Legislature can pass it, except in a 

special session responding to a natural disaster or terrorist attack. 

‐ If the cost of implementing a bill, including the budget bill, exceeds $25 million in any fiscal year 

(adjusted annually for inflation), whether by increasing a program or decreasing revenue, that 

bill is void unless that bill or another bill provides offsetting savings or revenue. Exceptions: 

o Restoring funding for cuts made after 2008‐09. 

o Increases to fund existing statutory responsibilities, including increases due to cost of 

living or workload. 

o Growth in state funding for a program as required by federal law. 

o Funding to cover one‐time expenditures. 

o Funding for state mandates. 

o Payments for principal or interest payments on state general obligation bonds. 

‐ Disallows bills from being introduced in the second year of session that are substantially similar 

to bills not passed by the house of origin the previous year. 

Biennial Budget 

‐ Governor proposes budget in odd years: 

o Must identify 1‐time resources. 

o May submit supplemental budget in even years to amend or augment. 

o Must include revenue and expenditure estimates for the following three years. 

o Must include statutory changes and five‐year infrastructure plan and strategic growth 

plan. 

o Must include statement of how the budget promotes the achievement of the major 

purposes and goals of government. 

 The major purposes of government are defined as: achieving a prosperous 

economy, quality environment, and community equity. Those purposes are 

promoted by working to achieve the following goals: increasing employment, 

improving education, decreasing poverty, decreasing crime, and improving 

health. 

o Must include outcome measures to assess progress. 

o Must evaluate effectiveness at achieving the major goals of government according to 

outcome measures. 

o Recommended reductions and revenues must include analysis of economic impact. 

‐ By May 1 each year, committees must have considered the budget bill and it must be referred to 

a joint committee of the Legislature for review, which must report its recommendations to each 

house by June 1. 



‐ Department of Finance must update revenue and expenditure estimates by May 15 and 

immediately prior to passage of the budget bill or supplemental budget. They must also, by 

November 30, update actual revenues and expenditures compared to the budget. 

‐ The state’s performance‐based budgeting must be fully implemented by 2015‐16. 

‐ The Legislature must pass budget and related appropriation bills by June 15. 

‐ Appropriations for the second year may not be spent in the budget year. 

‐ The budget bill must include the basis for General Fund revenue estimates and an explanation of 

any difference from previous years. 

Oversight 

‐ Disallows the Legislature from passing bills after June 30 in the second year of a two‐year 

session, except bills taking effect immediately. The current cutoff date is September 1. 

‐ Reserves the period after July 4 of the second year of session for program oversight and review. 

‐ Requires the Legislature to establish an oversight process for state funded programs based on 

performance standards set for in statute and in the Budget Act. 

‐ The review process must result in recommendations in the form of proposed legislation that 

improves or terminates programs. Each program must be reviewed at least every five years. 

‐ The oversight process must include review of the Community Strategic Action Plans (see below), 

to 1) determine whether statutes and regulations identified by local agencies as obstacles 

should be amended or repealed and 2) whether the Action Plans have improved services. 

Addressing Fiscal Emergencies 

‐ Bills addressing a declared fiscal emergency and passed in the special session called for that 

purpose take effect immediately. Majority‐vote okay for non‐tax measures. 

‐ If the Legislature does not send the Governor a bill addressing the emergency within 45 days, 

the Governor may reduce or eliminate General Fund appropriations not required by the 

Constitution or federal law, not to exceed the size of the identified shortfall. 

‐ The Legislature may override all or part of the Governor’s reductions with a two‐thirds vote. 

 

Changes to the Local Budget Process 

‐ Local budgets must include the following, as they apply to the entity’s powers and duties: 

o A statement of how it will promote the major purposes and goals of government, as 

applicable to the entity’s functions, role, and locally determined priorities. 

 The major purposes of government are defined as: achieving a prosperous 

economy, quality environment, and community equity. Those purposes are 

promoted by working to achieve the following goals: increasing employment, 

improving education, decreasing poverty, decreasing crime, and improving 

health. 

o A description of the outcome measures used to assess progress to the goals above. 



o A statement of the outcome measurements for major expenditures and their 

relationship to the goals above. 

o A statement of how the entity will align its expenditures and investments to achieve the 

goals above. 

o A report on progress toward achieving the goals above, including the outcome 

measurements from the previous year’s budget. 

‐ Local budget processes must be open and transparent, including the identification of the goals 

above. 

 

Community Strategic Action Plans 

Development of a Plan 

‐ A county Board of Supervisors may initiate the development of a Community Strategic Action 

Plan. They must invite all other local entities within the county whose functions are within the 

anticipated scope of the Plan. 

‐ Any local entity may petition the county to initiate a Plan, to be included in the planning process 

of a Plan, or to amend a Plan. 

‐ The Plan must be developed through an open, transparent, inclusive process. 

‐ The Plan must include: 

o The outcomes desired by participating agencies and how they will be measured. 

o A method for regularly reporting outcomes to the public and the state. 

o An outline of how the Plan will achieve the major purposes and goals defined above. 

o A description of the public services delivered pursuant to the Plan and the roles and 

responsibilities of the participating entities. 

o An explanation of why the Plan will allow those services to be delivered more effectively 

and efficiently. 

o An allocation of resources to support the Plan. 

o A consideration of disparities within communities served by the Plan. 

o An explanation of how the Plan is consistent with the budgets of entities participating in 

the Plan. 

‐ The Plan, including any amendments, must be approved by the county, by local entities 

providing the Plan’s municipal services to at least a majority of the county’s population, and one 

or more school districts serving at least a majority of the county’s public school pupils. 

‐ The Plan would not apply to any entity that does not approve it. 

‐ Parties to a Plan may identify state statutes and regulations impeding progress toward the 

Plan’s goals and include in the Plan functional equivalents to the objectives of those statutes 

and regulations. 

‐ Parties to a Plan that identifies such statutes must submit their Plan to the Legislature. If the 

Legislature does not act to disapprove the provisions within 60 days, the provisions will be 

operative for four years. 



‐ Parties to a Plan that identifies such regulations must do the same as above but to the 

appropriate agency or department, which is subject to the same 60‐day review period. 

Funding of Plans 

‐ Sales and use taxes attributable to a rate of 0.035 percent are placed in a continuously 

appropriated trust fund. 

‐ In the first quarter of each fiscal year beginning in 2014‐15, the Controller shall distribute the 

trust fund to each county that has adopted a Plan, according to population served by the Plans. 

Oversight of Plans 

‐ Counties with Plans must evaluate their effectiveness at least every four years. 
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December 14, 2011 

Hon. Kamala D. Harris 

Attorney General 

1300 I Street, 17th Floor 

Sacramento, California  95814 

Attention: Ms. Dawn McFarland 

 Initiative Coordinator 

Dear Attorney General Harris: 

Pursuant to Elections Code Section 9005, we have reviewed the proposed constitutional 

amendment related to the state legislative and budgeting process and local finance (A.G. File 

No. 11-0068). 

BACKGROUND 
State Budget Process. Under the California Constitution, the Legislature has the power to 

appropriate state funds and make midyear adjustments to those appropriations. The annual 

state budget act is the Legislature’s primary method of authorizing expenses for a particular 

fiscal year. The Constitution requires that (1) the Governor propose a balanced budget by 

January 10 for the next fiscal year (beginning July 1) and (2) the Legislature pass the annual 

budget act by June 15. The Governor may then either sign or veto the budget bill. The 

Governor also may reduce or eliminate specific appropriations items using his or her “line-

item veto” power. The Legislature may override a veto with a two-thirds vote in each house. 

Once the budget has been approved by the Legislature and Governor, the Governor has 

limited authority to reduce spending during the year without legislative approval. 

State Fiscal Emergencies. The Governor has the power to declare a fiscal emergency if 

he or she determines after the budget has been enacted that the state is facing substantial 

revenue shortfalls or spending overruns. In such cases, the Governor must propose legislation 

to address the fiscal emergency and call the Legislature into special session. If the 

Legislature fails to pass and send to the Governor legislation to address the budget problem 

within 45 days, it is prohibited from (1) acting on any other bills or (2) adjourning until such 

legislation is passed. 

State Appropriations Process. The Legislature may enact laws that create or expand state 

programs or reduce state tax revenues.  Any new law that has a state fiscal effect typically is 

referred to a committee in each house of the Legislature called the Appropriations 
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Committee. These committees assess the likely fiscal effect of the legislation and decide 

whether to recommend the passage of the legislation by each house.  

PROPOSAL 
This measure amends the Constitution to:  

 Constrain the Legislature’s authority to enact laws that increase state costs or 

decrease state revenues by more than $25 million annually. 

 Expand the Governor’s authority to implement midyear reductions to 

appropriations in the state budget. 

 Shift state funds to local governments for the purpose of implementing new 

“Community Strategic Action Plans.” 

 Modify state and local government budget practices. 

Constrains the Legislature’s Authority to Increase State Costs or Decrease 
Revenues  

The measure contains provisions that constrain the Legislature’s authority to (1) create or 

expand state programs or (2) reduce state revenues if the fiscal effect of these actions on the 

state would exceed $25 million annually. In order to enact legislation containing program 

expansions or revenue reductions valued at more than $25 million, lawmakers generally 

would have to approve legislation containing revenue increases or cost reductions to offset 

the net change in state costs or revenues. The $25 million threshold would be adjusted 

annually for inflation. 

Authorizes the Governor to Reduce Spending in the Budget  

The measure provides that if the Legislature has not sent bills to the Governor addressing 

a fiscal emergency by the 45th day following the issuance of the fiscal emergency 

proclamation, the Governor may reduce or eliminate any appropriation contained in the 

budget act for that fiscal year that is not otherwise required by the Constitution or federal 

law. The total amount reduced cannot exceed the amount necessary to balance the budget. 

The Legislature may override all or part of the reductions by a two-thirds vote of each house 

of the Legislature. 

Shifts State Funds to Local Governments to Implement New Plans 

Under the measure, every county and any local government (school district, community 

college district, city, and special district) within its borders could create a joint Community 

Strategic Action Plan (CSAP) for the purpose of providing services identified by the plan. 

Local governments that choose to participate in a CSAP would (1) receive additional funding 

from the state, (2) be authorized to reallocate local property taxes among participating local 

governments, and (3) be given limited authority to follow locally adopted procedures that are 

not fully consistent with state laws and regulations. Specifically: 
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 Shift of State Revenues. The measure creates the Performance and Accountability 

Trust Fund in the State Treasury to provide state resources for implementation of 

CSAPs. Beginning in 2013-14, the measure shifts 0.035 percent of the state sales 

tax rate to the Performance and Accountability Trust Fund and requires the state 

General Fund to backfill any reduced revenue to the fund if the state sales tax is 

reduced in the future. The revenue deposited in the Performance and 

Accountability Trust Fund would be allocated to local governments with approved 

CSAPs on a per capita basis.  

 Reallocate Property Tax. The measure permits local governments participating in 

the CSAP to reallocate their property taxes among themselves if the reallocation is 

approved by a two-thirds vote of the governing bodies of each of the local 

governments affected by the reallocation. 

Increased Flexibility in Program Administration. The measure allows CSAPs to include 

certain provisions that otherwise would be contrary to existing state laws and regulations but 

that are “functionally equivalent” to the objectives of those laws or regulations. The local 

governments would be required to submit these provisions to the Legislature (in the case of 

state laws) or appropriate state agency (in the case of state regulations) for review. If the 

Legislature or agency does not act to reject the CSAP provisions, those provisions would be 

deemed to be in compliance with state laws and regulations. These local CSAP provisions 

would expire after four years unless renewed through the same process.  

State and Local Government Budgeting Practices  

The measure makes various changes to state and local budgeting practices and other 

procedures, including: 

 Two-Year State Budget Cycle. Under this measure, in each odd numbered 

calendar year the Governor would submit a budget proposal for the two 

subsequent fiscal years. For example, in January 2013 the Governor would submit 

a budget for the fiscal year beginning in July 2013 and for the fiscal year 

beginning in July 2014. In even numbered years, the Governor could submit an 

update for either of the two years covered by the previous submission.  

 Performance Standards for State Programs. This measure contains several 

provisions amending the Constitution to establish a process to review the 

performance of state programs. Under the proposal, the Governor would be 

required to include certain information as part of the budget released every two 

years, including a statement of how the budget will achieve specified statewide 

goals, a statement of outcome measures by which to evaluate state agencies and 

programs, and a report on the state’s progress in meeting statewide goals.  

 Legislative Oversight. The measure changes the legislative calendar and reserves part 

of each legislative biennium—beginning in July of the second year of the biennium—
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for legislative oversight and review of state programs. The measure requires the 

Legislature to create an oversight process and use this process to review every state 

program, whether managed by the state or local governments, at least once every five 

years. 

  Legislative Process and Calendar.  The proposal amends a provision of the 

Constitution related to when legislative bills must be in print. The Constitution 

currently requires that bills be in print and distributed to Members of the 

Legislature before they can be passed. This proposal amends the Constitution to 

require that bills generally be in print and be available to the public for three days 

before passage.  

  Local Government Performance Information. The measure requires that each 

local government provide certain information as part of their adopted budgets. 

This information includes statements regarding how the budget will promote 

specified goals and priorities, description of outcome measures to assess progress 

in meeting these goals, and a report on the progress in achieving these goals. The 

measure further requires that each local government develop and implement an 

open and transparent process in the development of its proposed budget. 

FISCAL EFFECT 
State Sales Tax Revenue Transfer. The shift of a portion of the state sales tax to the 

Performance and Accountability Trust Fund for local government use would reduce state 

revenue—and increase local revenue—by about $200 million annually, beginning in 2013-

14. The measure specifies that any increased revenues allocated to schools as a result of this 

measure would not reduce their eligibility for state funds. 

Changes in Legislature’s and Governor’s Fiscal Authority. Constraining the 

Legislature’s authority to expand programs or decrease revenues unless it adopts measures 

with offsetting fiscal effects could result in state program costs being lower—or state 

revenues being higher—than otherwise would be the case. In addition, expanding the 

Governor’s authority to implement midyear reductions to the state budget could result in 

overall state spending being lower than it would have been otherwise. The net fiscal effect of 

these provisions is unknown, but could be significant over time.  

Changes in Budgeting Practices. State and local governments would have increased 

costs to modify their budgeting practices and provide more ongoing information regarding 

program outcomes. Specifically, state and local governments likely would experience 

increased information technology, printing, and data analysis costs. These costs would be 

higher initially—perhaps in the range of tens of millions of dollars annually—and then 

moderate over time. The compilation and analysis of this budget and performance 

information could lead to improved state and local government program efficiencies over 

time, potentially offsetting these costs.  
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SUMMARY OF FISCAL EFFECT 
This measure would have the following major fiscal effects: 

 Decreased state revenues and commensurate increased local revenues, probably in 

the range of about $200 million annually, beginning in 2013-14. 

 Potential decreased state program costs or increased state revenues resulting from 

changes in the fiscal authority of the Legislature and Governor. 

 Increased state and local costs of tens of millions of dollars annually to implement 

new budgeting practices. Over time, these costs would moderate and potentially 

be offset by savings from improved program efficiencies. 

Sincerely, 

 

 

 

_____________________________ 

Mac Taylor 

Legislative Analyst 

 

 

 

_____________________________ 

Ana J. Matosantos 

Director of Finance 



The Government Performance and 
Accountability Act 
Californians need to know what they are getting for their tax dollars and what government is 
achieving. If approved by California voters through the ballot measure process, this proposal will 
position both state and local governments to effectively manage California's fiscal affairs to 
promote concrete results Californians want and value for their tax dollars. 

Specific Provisions 

1. Performance-Based Budgeting 

State and local governments should focus on improving results. The proposal would 
require state and local government budgets to establish clear goals for delivering results 
and accountability -- focusing spending decisions on priorities, desired results, and the 
changes needed to improve performance. 

2. Legislative Transparency and Oversight 

The state needs a stable budget-making process to help communities reach their goals. 
The proposal would make all bills available to the public three days before a vote to 
preclude "gut and amend" bills, ending the practice of bypassing public hearings for 
controversial legislation. The Department of Finance would also be required to update 
fiscal information three times per year. 

3. Pay-As-You-Go 

Lawmakers should be required to identify ways to pay for major policy choices, rather 
than putting all programs at risk of being cut in future years. The proposal requires major 
new programs and tax cuts costing $25 million or more to have a clearly identified 
funding source before they are enacted. 

4. Multi-Year Budgets With Greater Accountability 

To reduce the perennial uncertainty of the state's current short-term budget-making 
practices, the proposal would require the state to enact two-year budgets. It would limit 
the period during which bills can be heard (with an exception for bills addressing 
emergencies), and require a portion of the legislative session to be dedicated to program 
performance reviews. All programs would be reviewed at least once every 5 years. The 
proposal also would require the state to prepare and make public five-year forecasts 
before approving the budget, to act quickly when the budget falls out of balance, and to 
make budget negotiations more transparent. 



5. Community-Driven Problem Solving 

To improve performance at the local level, communities will need more flexibility to 
tailor programs to meet local needs. Through "Community Strategic Action Plans," the 
proposal would give local governments the incentives and authority to design programs 
that work together to improve results. Cities, counties, school districts and special 
districts would identify common goals -- such as improving outcomes for youth -- and 
how they would coordinate actions to cost-effectively achieve them. 

These plans also would identify state laws or regulations that prevent local governments 
from efficiently and effectively providing services, and include a local method for 
achieving the state objective. The proposal would also give local governments the ability 
to reallocate local sales and property taxes (other than those allocated to schools), and 
provide incentive funding from the state. 

What this means for Californians... 

 Policy, program, and fiscal decisions by the state and local governments will be driven by 
performance data on what is working, what isn't, and an awareness of the long-term fiscal 
impact of alternative approaches. 
 

 Community Strategic Action Plans will allow local governments to achieve local 
priorities in a collaborative, inclusive and cost-effective way while permitting 
significantly greater flexibility in how participating local jurisdictions allocate resources 
and meet statewide requirements. 
 

 Californians will have more opportunities to inform decisions affecting their 
communities, they will have more information about the job performance of their elected 
representatives, and they will have the opportunity to see results where they live that are a 
direct consequence of their participation. 

 
















































