














Proposed Laws

TEXT OF PROPOSED LAWS

Proposition 58

This amendment proposed by Assembly Canstitutional Amendment
5 of the 20032004 Fifth Extraordinary Scssion (Resolution Chapter 1,
20032004 Fifth Extraordinary Session) expressly amends the California
Constitution by adding sections therero and aménding sections thereaf;
therefore, existing provisions proposed 1o be deleted are printed in sesihe-
euetype and new provisions proposed to be added are printed in jtalic type
to indicate that they are new.

PROPOSED AMENDMENTS TO ARTICLES IV AND XVI

First—That Section 10 of Article IV is amended to read:

SEC. 10. (a) Each bill passed by the Legislature shall be presented
to the Governor, It becomes a stature if it is signed by the Governor, The
Governor may véto it by returning it with any objections o the house of
origin, which shall enter the objections in the journal and proceed to
reconsider it. If each house then passes the bill by rollcall vote entered in
the journal, ewe-thirds fwo-thirds of the membership concurring, it
becomes a statute,

{b) (1) Any bill, other than a bill which would establish or change
boundaties of any legislative, congressional, or other election district,
passed by the Legislature on er before the date the Legislature adjourns for
a joint recess to reconvene in the second calendar year of the biennium of
the legislative session, and in the possession of the Govetnor after thar date,
thar is not returned within 30 days after that date becames a stature,

(2) Any bill passed by the Legislature before September 1 of the sec-
ond calendar year of the bienmium of the legislative session and in the pos-
session of the Governor on or after September 1 thar is not rerurned on or
before Seprember 30 of thar year becomes a sratute.

(3) Any other bill presented to the Governor that is not: returned
within 12 days becomes a statute.

(4) If the Legislacure by adjournment of a special session prevents
the return of a bill with the veto message, the bill becomes 2 statute unless
the Governor vetoes the bill within 12 days after it is presented by deposic-
ing it and the veto message in the office of the Secretary of State,

(5) If the 12th day of the period within which the Gavernor is
required to perform an act pursuant to paragtaph (3) or (4) of this subdi-
vision is a Sarurday, Sunday, or holiday, the period is extended to the next
day that is not a Saturday, Sunday, or holiday.

(c) Any bill introduced during the first year of the biennium of the
legislative session thar bas not been passed by the house of origin by
January 31 of the secand calendar year of the biennium may no longer be
acted-on by the house. No bill may be passed by either house ont or after
Septeriber 1 of an even-nyml year except statutes calling elections,
statutes providing for tax levies or appropriations for the usual current
expenses of the State, and urgency statues, and bills passed after being
vetoed by the Governor. :

(d) The Legislature may not present.any bill to the Governor after
November 15 of the second calendar year of the biennium of the legisla-
tive session.

(e) The Governor may reduce or eliminare one or more items of
appropriation while approving other portions of a bill. The Governor shall
append to the bill a statement of the items reduced or eliminated with the
reasons for the action, The Governor shall trensmit to the house originat-
ing the bill a copy of the statement and reasons. Irems reduced or eliminat-
ed shall be separately reconsidered and may be passed over the Governor's
vero in the same manner as bills,

(7 (L) If following the enactrient of the budget bill for the 200405
Siscal year ar any subseguent fiscal year, the Governor determines thas, for that
Jiscal year, General Fund revenyes will decline substantially below the estimate
of Geneval Fund revenues upon which the budget bill for that fiscal year, as
enacted, was based, or General Fund expenditures will increase substantially
above that estimase of General Fund revenues, or both, the Governor may issue
a proclamasion declaring a fiscal emérgency and shall thereupon caise the
Legislature 4o asemble in special sesion for shis purpose. The proclamation
shall idensify the nawure of the fiscal emergency and shall be submitted by the
Gavernar ta the Legislature, accompanied by proposed legislation to address the
Sescal emergency

(2) If the Legislagure fails to pass and send to the Governor a bill or bills
to address the fiscal emergency by the 45th day following' the issuance of the
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proclamation, the Legislature may not act on any other bill, nor may the
Legislature adjourn for a joint recess, yntil thas bill or these bills have been
passed and sent to the Governar,

(3) A bill addressing the fiscal emergency declared pursuant to this sec-
tion shall contain a statement to that effect.

Second—That Section 12 of Article [V is amended 1o read:

SEC. 12, (a) Within the first 10 days of each calendar year, the
‘Governor shall submi to the Legislature, with an explanatory message, a
budget for the ensuing fiscal year containing itemized statements for rec-
ommended state expenditures and estimated state revenues. If recom-
mended expenditures exceed estimared revenues, the Governor shall rec-
ommend the sources from which the additional revenues should be pro-
vided.

(b) The Governor and the Govemnor-elect may require a state
agency, ufficer, or employee ta furnish whatever information is deemed
necessary to prepare the budger.

(&) (1) The budget shall be accompanied by a budger bill itemizing
recommended expenditures,

(2) The budger bill shall be introduced immediately in cach house by
the pérsons chairing the committees that consider apprepriations—Fhe she
budger.

(3) The Legislarure shall pass the budger bill by midnight on June 15
of each year. Hnait

(4) Unsil the budger bill has been enacted, the Legislature shall not
send to the Governor for consideration any bill appropriating funds for
expenditure during the fiscal year for which the budger bill is to be enact-
ed, except emergency bills recommended by the Governor or appropria-
tions for the salaries and expenses of the Legislature.

(d) No bill except the budger bill may contain more than one item
of appropriation, and that for one certain, expressed purpose.
Appropriations from the General Fund of the State, except appropriations
for the public schools, are void unless passed in each house by rollcall vore
entered in the journal, ewe-thiede. iwp-thirds of the membership concur-
ring,

(e) The Legislature may control the submission, approval, and
enforcement of budgets and the filing of claims for all stare agendies.

() For the 2004-05 fiscal year, or any subsequent fiscal year, the
Legislature may not send to the Governor for consideration, nor may the
Governor sign into law, a budget bill that wowuld appropriate from she General
Fund, for thas fiscal year, a tatal amount that, when combined with all appro-
priasions from the General Fund for that fiscal year made as of the date of the
badget bills passage, and the amvunt of any General Fund moneys transferred
to tfe Budget Stabilization Account for that fiscal year pursuant to Section 20
of Article XVI, exceeds General Fund revenwes for that fiscal year estimased as

of the date of the budget bills passage. That estimate of General Fund revenues
shall be szt forth in the budges bill passed by she Legislasure.

Third—That Section 1.3 is added to Aricle XVT thereof, to read:

SEC. 1.3. (&) Forthe purpases Z“ Section 1, a “Single object or work,”
Jor which the Legislasure may create a debt ar liability in excess of three hun-
dred thousand fl&m ($300,000) subject to the requir set forth in
Section 1, includes the funding of an accumulated state budger deficit to the
extent, and in the amount, that funding is authorized in a measure submitted
to she voters ax the March 2, 2004, statewidz primary election.

(&) As used in subdivision (2), “accumulated szate budges deficit” means
the aggregase of bath of the following, as certified by the Director of Finance:

(1) The estimated negavive balance of the Special Fund for Economic
Uncertainties arising an or before June 30, 2004, not including the effect of
the estimased amovunt of niet proceeds of any bonds issued or to be issued pur-
suant to the California Fiscal Recovery Financing Act (Title 17 (commencing
with Section 99000) of the Government Code) and any bonds issued or 10 be
issued pursuant to the measure sabmitied to the voters at the March 2, 2004,

ide primary election as described in subdivision (a).

(2) Other General Fund obligations incurred by the State prior to June
30, 2004, 1 the extent not included in that negutive balance.

(c) Subsequent to the issuance of any state bonds described in subdivi-
sion (a), the Siate may nor obtain moneys to fund a year-end siate budge:
deficit, as may be defined by statute, pursuant w any of the following: (1)
indebiedness inturred pursuant io Section 1 of this article, (2) a debt obliga-
tion wnder whith funds to repay that obligation are devived solely from 4 dis-
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Proposition 58 (cont.)

ignated source of revenue, or (3) a bond or similar instrument for the borrow-
ing of moneys for- which there is no legal obligation of repayment. This subds-
vision does not apply to funding obtained through a short-term obligation
incurred in anticipazion of the receipt of wax proceeds o other revenses that
may be applied to she paymens of that obligation, for the purposes and not
exceeding the amounts of existing appropriasions to iwhich the resulting pro-
ceeds are to be applied. For purposes of this subdsvision, “year-end stase budg-
et deficiy” does not include an obligation within the acrumulated state budger
deficit as defined by subdivision (4).

Fourth—That Section 20 is added to Ardicle XVI thereof, to read:

SECTION 20. (a) The Budge: Stabilization Account is hereby crear-
ed in the General Fund.

(6) In each fistal year as specified in paragraphs (1) w0 (3), inclusive, the
Consroller shall transfer from the General Fund to the Budget Stabilization
A ’s Pe

17,
el‘

4 (-3
(1) No later than September 30, 2006, a sum equal to 1 percens of she
estimated of General Fund for the 2006-07 fiscal year.
(2) No later than September 30, 2007, a sum equal to 2 percent of the
o

esti t of General Fund 1 Jor the 200708 fiscal year.
(3) No laser than Seprember 30, 2008, and annually thereafier, a sum
equal to 3 percent of the estimased s of General Fund s for the

current fiscal year.

(x) The transfer of moneys shall not be required by subdivision (8) in
any fiscal year to tne extent thas the resulting balance in the account would
exceed 5 percent of the General Fund revenues estimate set forth in the budget
bill for that fiscal year, &s enacted, or eight billion dollars (38,000,000,000),

hichever is greaten. The Legislature may, by direct the Conproller, for
one or more fiscal years, to transfer into the dccount amounts. in excess of the
levels prescribed by this subdivision.

(d) Subject to any restriction impased by this section, funds transferred
to the Budget Stabilization Account shall be deemed 1o be General Fund rev-
enues for all purposes of this Constitution.

(¢) The transfer of mongys from the General Fund ta the Budget
Stabilization A ma§ be ”)} ﬁ:? d or reduced for a fiscal year as spevi-

Sled by an executive onder issued by the Governor na later than June 1 of the
preceding fiscal year.

() (1) Of the moneys trangferred 1o the account in each fiscal year, 50
percent, up to the aggregare amount of five billion dollars ($5,000,000,000)
Jor all fiscal years, shall be. deposited in the Deficit Récovery Bond Retirement
Sinking Fund Subsccount, which is hereby created.in she account for the pur-
pose a_f retiring deficit recovery bonds authorized and issued as described in
Section 1.3, in addition to any osher payments provided for by law for the pur-
pase of reviving those bonds. The manzys in she sinking fund subaccount are
continuously appropriased to the Treasurer t be expended for that purpose in
the amounts, at the times, and in the manner deemed appropriase by the
Tieasurer. Any funds remaining in the sinking fund sub afier all of the
deficit rec bonds are retired shall be transferred to the account, and may
be xramfna-r':? 10 the General Fund pursiant to paragraph (2),

(2) All other funds iransferred to the account in a fiscal year shall not be
deposited in the sinking fund subaccount and may, by statuie, be transferred v
the General Fund,

Fifth—That this measure shall become operative only if the bond
measure described in Section 1.3 of Aricle XV1 of the Constitution, as
added by this measure, is submitred to and approved by the voters ar the
March 2, 2004, statewide primary election,

Sixth—That this measure shall be submitted to the voters ar the
March 2, 2004, statewide primary election.
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Secretary of State
1500 11th Streer
Sacramento, CA 95814

Primary Election

English: 1-800-345-VOTE  (8683)
Espafiol/Spanish: 1-800-232-VOTA (8682)
| 147 /Japanese: 1-800-339-2865
Viét ngit /Vietnamese: 1-800-339-8163
Tagalog/Tagalog: 1-800-339-2957
*F X /Chinese: 1-800-339-2857
§50]/Korean: 1-866-575-1558

www.voterguide,ss.ca.gov

Official Voter Information Guide

SUPPLEMENTAL

In an effort to reduce election costs, the State Legislature has
authorized the State and counties to mail only one guide to

- addresses where more than one voter with the same surname

resides. You may obrain additional copies by writing to your
county elections official or by calling 1-800-345-VOTE.

PRSRT STD
U.S. POSTAGE
PAID
SECRETARY OF
STATE
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Office of the Governor of the State of California Page 1 of 2

Office of the Governor s zenwenzesessen

12/19/2008

WHEREAS, due to developments in the worldwide and national financial markets, and continuing weak
performance in the California economy, there is an approximately $15 billion General Fund deficit for the 2008-09
fiscal year, which without effective action, is estimated to grow to a $42 billion General Fund budget shortfall over
the next 18 months; and

WHEREAS the cash reserve in the State Treasury is below the amount established by the State Controller to ensure
that the cash balance does not reach zero on any day in the month; and

_ WHEREAS without effective action to address the fiscal and cash crisis, the cash reserve in the State Treasury is
i estimated to be a negative $5 billion in March 2009; and

WHEREAS on November 6, 2008, due to concerns regarding dramatically declining revenues, I issued a Special
Session Proclamation and convened the Legislature of the State of California to meet in extraordinary session to
address the fiscal crisis that California faces; and

WHEREAS the Legislature failed during that Special Session to enact any bills to address the State's significant
economic problems; and

WHEREAS on December 1, 2008, due to the worsening fiscal crisis, I declared that a fiscal emergency exists and
e convened the Legislature to meet in extraordinary session to address the fiscal crisis that California faces; and

WHEREAS on December 1, 2008, due to the fiscal emergency and the nationwide economic recession, I also issued
a Special Session Proclamation and.convened the Legislature of the. State of California to meet in extraordinary
session to address the economic crisis; and

WHEREAS on December 17, 2008, the California Pooled Money Investment Board took the unprecedented action
to halt lending money for an estimated 2,000 infrastructure projects as a result of the cash crisis, including the
substantial risk that California will have insufficient cash to meet its obligations starting in February 2009; and

WHEREAS in the December 1, 2008 fiscal emergency extraordinary session, the Legislature failed to effectively
address the unprecedented statewide fiscal crisis; and -

WHEREAS immediate and comprehensive action is needed to address the fiscal and cash crisis facing the State of
California; and

WHEREAS failure to substantially reduce the deficit carried forward from the current fiscal year into the next fiscal
year will likely prevent the State from being able to finance the cashflow shortages of billions of dollars, thus
making it likely that the State- will miss payroll and other essential services payments at the beginning of 2009; and

WHEREAS immediate and comprehensive action to reduce current spending must be taken to ensure, tothe
maximum extent possible, that the essential services of the State are not jeopardized and the public health and safety
is preserved; and

WHEREAS State agencies and departments under my direct executive authority have already taken steps to reduce
their expenses to achieve budget and cash savings for the current fiscal year; and

WHEREAS a furlough will reduce current spending and immediately improve the State's ability to meet its
obligations to pay for essential services of the State so as not to jeopardize its residents’ health and safety in the
current and next fiscal year.
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Office of the Govemor of the State of California

NOW, THEREFORE, I, ARNOLD SCHWARZENEGGER, Governor of the State of California, by virtue of the
power and authority vested in me by the Constitution and statutes of the State of California, do hereby determine that
an emergency pursuant to Gevernment Code section 3516.5 exists and issue this Order to become effective
immediately:

IT IS ORDERED that effective February 1, 2009 through June 30, 2010, the Department of Personnel
Administration shall adopt a plan to implement a furlough of represented state employees and supervisors for two
days per month, regardless of funding source. This plan shall include a limited exemption process.

IT IS FURTHER ORDERED that effective February 1, 2009 through June 30, 2010, the Department of Personnel
Administration shall adopt a plan to implement an equivalent furlough or salary reduction for all state managers,
including exempt state employees, regardless of funding source.

IT IS FURTHER ORDERED that effective January 1, 2009 through June 30, 2010, the Department of Personnel
Administration shall work with all State agencies and departments to initiate layoffs and other position reduction and
program efficiency measures to achieve a reduction in General Fund payroll of up to ten percent. A limited
exemption process shall be included.

IT IS FURTHER ORDERED effective January 1, 2009, the Department of Personnel Administration shall place
the least senior twenty percent of state employees funded in any amount by General Fund resources on the State
Restriction of Appointment (SROA) list.

IT IS FURTHER ORDERED that effective January 1, 2009 through June 30, 2010, all State agencies and
departments under my direct executive authority, regardless of funding source, are prohibited from entering into any
new personal services or consulting contracts to perform work as a result of the furloughs, layoffs or other position
s reduction measures implemented as a result of this Order.

b IT IS REQUESTED that other entities of State government not under my direct executive authority, including the
California Public Utilities Commission, the University of California, the California State University, California
Community Colleges, the legislative branch (including the Legislative Counsel Bureau), and judicial branch,
implement similar or other mitigation measures to achieve budget and cash savings for the current and next fiscal
year,

This Order is not intended to create, and does not create, any rights or benefits, whether substantive or procedural, or
enforceable at law or in equity, against the State of California or its agencies, departments, entities, officers,
employees, or any other person.

I FURTHER ORDER that, as soon as hereafter possible, this Order shall be filed in the Office of the Secretary of
State and that widespread publicity and notice be given to this Order.

IN WITNESS WHEREOF I have hereunto set my hand and caused the Great Seal of the
State of California to be affixed this 19% day of December, 2008,

ARNOLD SCHWARZENEGGER
Governor of California

ATTEST:
DEBRA BOWEN
Secretary of State

http://gov.ca.gov/index.php?/print-version/executive-order/11310/
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Office of the Governor of the State of California Page 1 of 2

Office of the Governor e sorwemsensss

EXECUTIVE ORDER S-13-09

07/01/2009

WHEREAS the global recession has caused California's revenues to continue to plummet, leaving our state with an
unprecedented budget deficit that forces the State to take drastic actions that will affect every Californian; and

WHEREAS on December 19, 2008, I issued Executive Order S-16-08, in which I erdered the Department of
Personnel Administration (DPA) to: (1) initiate the layoff process for state civil service employees effective January
1, 2009 through June 30, 2010; and (2) adopt a plan to implement a furlough of two days per month effective
February 1, 2009 to June 30, 2010; and

7 WHEREAS on January 9, 2009, in order te reduce current spending to ensure that essential services of the State are
‘o not jeopardized and the public health and safety is preserved, the DPA adopted a furlough plan; and

WHEREAS on May 15, 2009, state agencies and departments sent out over 4,500 layoff notices to employees
funded by the General Fund to further reduce current state spending; and

WHEREAS on May 20, 2009, after the failure of Propositions 1A through 1E, California faced a budget deficit of at
least $21.3 billion for fiscal years 2008-09 and 2009-10; and

L WHEREAS California planned to borrow up to $6 billion through a Reimbursement Warrants (commonly known as
RAWs) to address part of the budget deficit, but this short-term borrowing is no longer an available option due to the
recent decision of the federal government not to provide financial assistance or loan guarantees for this emergency,

; shori-term borrowing; and :

WHEREAS the State's inability to borrow through RAWSs will result in more severe spending cuts in the State's
programs and services; and

WHEREAS on May 22, 2009, the Legislative Analyst predicted that the Governor's May Revision revenue
projections may prove overly optimistic, and instead, projected that the drop in revenues will be at least $3 billion
worse than projected putting the size of the State's shortfall at more than $24 billion for fiscal years 2008-09 and
2009-10; and

WHEREAS the State Controller has determined that without effective action to address the budget and cash crisis,
i the State will have insufficient cash to meet its obligations starting July 2009 and will need to issue registered

L warrants (IOUs) in order to preserve cash and protect payments the State must make to fund education and repay
outstanding debt; and

WHEREAS the projected $24 billion budget deficit will require deeper cuts to state programs and services,
additional borrowing from available resources such as special funds, and the release of thousands of prison inmates
who are undocumented immigrants; and

WHEREAS on June 30, 2009, the Legislature failed to take action to pass a revised budget for fiscal years 2008-09
and 2009-10 to effectively address the unprecedented statewide fiscal crisis, thereby requiring billions of dollars in
additional solutions; and

WHEREAS the State will be forced to eliminate state programs and services providing critical public services,
ranging from public safety to health and welfare; and

i WHEREAS if the State eliminates any of these critical state programs and services, then the public health and safety
fi will be jeopardized, causing extreme peril to the safety of persons and property; and
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Office of the Governor of the State of California . Page 2 of 2

WHEREAS immediate and comprehensive action to further reduce current spending must be taken to ensure, to the
maximum extent possible, that the essential services of the State are not jeopardized and the public health and safety
is preserved; and

WHEREAS an additional furlough day per month is necessary to continue to reduce current spending and
immediately improve the State's ability to meet its obligations to pay for essential services of the State, such as
services provided by CAL Fire, hospitals and 24-hour care facilities, so as not to jeopardize its residents' health and
safety in the current and next fiscal year.

NOW, THEREFORE, I, ARNOLD SCHWARZENEGGER, Governor of the State of California, by virtue of the
power and authority vested in me by the Constitution and statutes of the State of California, do hereby determine that
an emergency pursuant to Government Code section 3516.5 exists and issue this Order to become effective
immediately:

ITIS ORDEi{ED that effective July 1, 2009 through June 30, 2010, the Department of Personnel Administration
shall adopt an amended plan to implement a furlough of represented state employees for three days per month,
regardless of funding source. This plan shall include a limited exemption process.

IT IS FURTHER ORDERED that effective July 1, 2009 through June 30, 2010, the Department of Personnel
Administration shall adopt an amended plan to implement an equivalent furlough or salary reduction for all non-
represented state employees, including supervisors, managers, and exempt state employees, regardless of funding
source,

IT IS FURTHER ORDERED that all state employees covered by the original and amended furlough plans must
use their accrued furlough days prior to using vacation, annual leave, personal holiday, holiday credit, personal leave
plan (PLP) credit, and compensatory time off (CTO).

: This Order is not intended to create, and does not create, any rights or benefits, whether substantive or procedural, or
i enforceable at law or in equity, against the State of California or its agencies, departments, entities, officers,
employees, or any other petson.

I FURTHER ORDER that, as soon as hereafter possible, this Order shall be filed in the Office of the Secretary of
State and that widespread publicity and notice be given to this Order.

IN WITNESS WHEREOF 1 have hereunto set my hand and caused the Great Seal of the
State of California to be affixed this 1st day of July, 2009,

ARNOLD SCHWARZENEGGER
i Governor of California

ATTEST:
DEBRA BOWEN
Secretary of State
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Office of the Governor of the State of California

{f‘ ‘j%ff)‘.: o
- . Uffice of the Governor mecmwses

PROCLAMATION

07/01/2009
Furlough State of Emergency Proclamation

PROCLAMATION
by the
Governor of the State of California

WHEREAS the global recession has caused California's revenues to continue to plummet, leaving our State with an
unprecedented budget deficit that forces the State to take drastic actions that will affect every Californian; and

WHEREAS on December 19, 2008, 1 issued Executive Order S-16-08, in which | ordered the Department of

i Personnel Administration (DPA) to: (1) initiate the layoff process for state civil service employees effective January
1, 2009 through June 30, 2010; and (2) adopt a plan to implement a furlough of two days per month effective

H February 1, 2009 to June 30, 2010; and

WHEREAS on January 9, 2009, in order to reduce current spending to ensure that essential services of the State are
not jeopardized and the public health and safety is preserved, the DPA adopted a furlough plan; and

WHEREAS on May 15, 2009, state agencies and departments sent out over 4,500 layoff notices to employees
funded by the General Fund to further reduce current state spending; and

WHEREAS on May 20, 2009, after the failure of Propositions 1A through 1E, California faced a budget deficit of at
e least $21.3 billion for fiscal years 2008-09 and 2009-10; and

G WHEREAS California planned to borrow up to $6 billion through Reimbursement Warrants (commonly known as
RAWSs) to address part of the budget deficit, but this emergency short-term borrowing is no longer an available
option due to the recent decision of the federal government not to provide financial assistance or loan guarantees for
this short-term borrowing; and

WHEREAS the State's inability to borrow through the sale of RAWs will result in more severe spending cuts in the
State's programs and services; and

WHEREAS on May 22, 2009, the Legislative Analyst predicted that the Governor's May Revision revenue
projections may prove overly optimistic, and instead, projected that the drop in revenues will be at least $3 billion
worse than projected putting the size of the State's shortfall at more than $24 billion for fiscal years 2008-09 and
2009-10; and

WHEREAS the State Controller has determined that the State's $2.8 billion cash shortage in July 2009 will grow to
$6.5 billion in September, and a double-digit freefall after September; and

WHEREAS the State Controller was forced to delay payments for 30 days in February 2009 to manage a smaller
cash crisis, but the magnitude of the current cash shortfall is nearly five times larger and cannot be temporarily
covered by delayed payments; and

WHEREAS the State Controller has determined that without effective action to address the budget and cash crisis,
the State will have insufficient cash to meet its obligations starting July 2009 and will need to issue registered
warrants (I0Us) in order to preserve cash and protect payments the State must make to fund education and repay

http://gov.ca.gov/index.php?/print-version/proclamation/1263 6/
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Office of the Governor of the State of California Page 2 of 3
outstanding debt; and
WHEREAS on June 30, 2009, the Legislature failed to take action to pass a revised budget for fiscal years 2008-09

and 2009-10 to effectively address the unprecedented statewide fiscal crisis, thereby requiring billions of dollars in
additional solutions; and

WHEREAS begirning on July 2, 2009, the State will start issuing IOUs to pay claims by businesses for services and
products they provide to the State; disbursements to state agencies that use the paymenits to fund critical public
services, ranging from public safety to health and welfare; and tax refunds for individuals and businesses that
overpaid their 2008 taxes; and

WHEREAS if the State issues IOUs for these critical public service payments, then there is a substantial and
imminent risk that (1) essential services will not be provided to millions of people in California, (2) facilities for the
developmentally disabled will be unable to buy supplies or meet payroll and will be in danger of closure, (3)
individuals will be unable to receive timély assistance in cases of temporary assistance to needy families,
developmental disabilities, mental health treatment, and substance abuse treatment, (4) Californians will be placed at
serious risk because essential public assistance services are no longer being provided, and (5) these circumstances
will not only threaten the health, safety and welfare of California citizens, but they will also threaten individuals,
providers and businesses with bankruptcy and loss of property; and

WHEREAS the increasing budget deficit will require deeper cuts to state programs and services, additional
borrowing from available resources such as special funds, and the release of thousands of prison inmates who are
undocumented immigrants; and

WHEREAS the State will be forced to eliminate state pfog‘rams and services providing critical public services,
ranging from public safety to health and welfare; and

WHEREAS if the State eliminates any of these critical state programs and services, then the public health and safety
5 will be jeopardized, causing extreme peril to the safety of persons and property; and

WHEREAS immediate and comprehensive action to further reduce current spending must be taken to ensure, to the
maximum extent possible, that the essential services of the State are not jeopardized and the public health and safety
is preserved; and

WHEREAS an additional furlough day per month which requires state employees to be firrloughed three days per
month is necessary to continue to reduce current spending and immediately improve the State's ability to meet its
obligations to pay for essential state services, such as services provided by the California Department of Forestry and
Fire Protection, hospitals and 24-hour care facilities, so as not to jeopardize its residents' health and safety in the
current and next fiscal years; and

WHEREAS it is critical that these types of facilities providing essential services to the people of California remain
able to protect the health and safety of the people in California and property in California; and

WHEREAS in order to effectuate the layoffs to reduce current state spending, a temporary suspension of certain
laws and rules is necessary to mitigate the conditions of emergency; and

WHEREAS these circumstances, by reason of their magnitude, are or are likely to be beyond the control of the
services, personnel, equipment and facilities of any single county, city and county, or city, and require or are likely
to require the combined forces of a mutual aid region or regions to combat; and

WHEREAS under the provisions of section 8558(b) of the California Government Code, I find that conditions of
extreme peril to the safety of persons and property exist due to these circumstances.

NOW, THEREFORE, I, ARNOLD SCHWARZENEGGER, Governor of the State of California, in accordance
with the authority vested in me by the state Constitution and the California Emergency Services Act, and in
particular, section 8625 of the California Government Code, HEREBY PROCLAIM A STATE OF
EMERGENCY fto exist within the State of California,

NOW, THEREFORE, I, ARNOLD SCHWARZENEGGER, Governor of the State of California, by virtue of the
power and authority vested in me by the state Constitution and statutes of the State of California, do hereby
determine that an emergency pursuant to Government Code section 3516.5 exists.

NOW, THEREFORE, I, ARNOLD SCHWARZENEGGER, Governor of the State of California, by virtue of the
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power and authority vested in me by the Constitution and statutes of the State of California issue the following
orders to become effective immediately:

1. Pursuant to Government Code section 8571, I hereby suspend the following statutes because strict compliance
with the provisions of these statutes will prevent, hinder, or delay the mitigation of the effects of the emergency:

a.  Applicable provisions of Government Code sections. 11020, 11020.1 and any other statutory provisions
requiring state offices to be kept open for the transaction of business from 8 a.m. to 5 p.m. of each day from
Monday to Friday. ’

b.  Applicable provisions of Government Code section 11022 requiring that incoming telephone calls on any
public line be answered within 10 rings during regular business hours.

c.  The provisions of the California Administrative Procedures Act (APA) as specified in Government Code
section 11340 et seq., to the extent that the APA provisions may be applicable.

2. These suspensions are limited to the scope and duration of implementing the furlough plan pursuant to
Executive Orders §-16-08 and §-13-09 to mitigate the conditions of emergency.

IFURTHER DIRECT that as soon as hereafter possible, this proclamation be filed in the Office of the Secretary of
State and that widespread publicity and notice be given of this proclamation.

IN WITNESS WHEREOF I have hereunto set my hand and caused the Great Seal of the State of California to be
affixed this 1st day of July, 2009.

ARNOLD SCHWARZENEGGER
Governor of California

ATTEST:
DEBRA BOWEN
Secretary of State

, 31
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I, VERONICA CHUNG-NG declare as follows:

I Iam c'urren_tly employed with the State Department of Finance (DOF) as a
Program Budget Manager. I have held this position since 2003. The mission of the DOF is to
serve as the Governor’s chief fiscal policy adviser, promoting responsible resource allocation
through the state’s annual financial plan, and ensure the financial integrity of the state, My
current duties include but are not limited to statewide budget planning and preparation, cash
management, ligison with rating agencies and major investors, and other statewide issues
pertaining to the budget.

2. I have been employed with the DOF since 1990. [ have been overseeing thé cash
management program at DOF since 1997, in different capacities. Prior to working for the DOF, |
worked in three different state departments including the State Controller’s Office (SCO) for
approximately S years as an analyst. | have a master degree and a bachelor degree in
accountancy. [ am also a certified public accountant (with an inactive status). As a result of my
19 years of experience in DOF and my work at the SCO, I have extensive knowledge about the
various types of funds in the state treasury.

3. For budgetary/legal basis of accounting purposes, the funds of the state are divided
into two main groups, Governmental Cost Funds and Nongovernmental Cost Funds.

Governmental Cost Funds consist of those funds that receive revenues derived from taxes,

licenses, and fees. Expenditures of these Governmental Cost Funds represent the cost of
operating the State government. There are two major fund types which comprise the

Governmental Cost Funds. These two fund types are the General Fund and Special Funds.

4, The General Fund is the main oﬁerating fund of the State, consisting of moneys
that are not required by law to be deposited into any other fund. Cash of the General Fund is
maintained in the Pooled Money Investment Account (PMIA).

"
"
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5. Special Funds are used to account for resources that are legally restricted for
particular functions or activities of government. With certain exceptions, these funds are mostly
“borrowable” by the General Fund for daily cash flow purposes. (Certain Nongovernmental Cost
Funds are also borrowable by the General Fund for this purpose.) The following are classified as

special funds:

* General Fund Special Accounts are accounts within the General Fund created by

the Legislature to account for revenues that are restricted by law for specific
purposes. These accounts are treated as special funds and are excluded from the
General Fund for accounting and budgetary purposes.

» Feeder Funds are the depositories for the collection of major taxes prior to
clearance to the General Fund.

* Transportation Funds are used to account for revenues that are restricted by
law to transportation and related public safety programs.

= Other Governmental Cost Funds are used to account for other revenues that

are restricted by law for specific purposes.

6. Whenever cash in the General Fund is or will be exhausted, it is common practice
for the State to borrow from internal state funds (borrowable resources) and from the external
financial markets to fully meet its constitutional and statutory fiscal obligations. Ifitis
determined that internal borrowing will be insufficient to meet the State’s cash needs for the rest
of the fiscal year, the state then turns to external market borrowing. |

7. According to the SCO’s latest information, there are over 700 funds/accounts that
are internal borrowable resources for the General Fund, These funds/accounts deposit their idle
cash in the PMIA and the cash in the overall PMIA is invested by the State Treasurer's Office
(STO). On a daily basis, SCO evaluates the General Fund cash needs and determines how much
to borrow from the borrowable resources that reside in the PMIA. With certain exceptions, this
borrowing is actually made from the PMIA overall cash balance and not from individual
funds/accounts. Accordingly, with certain exceptions, such cash flow borrowing is transparent to

the individual funds/accounts. The PMIA has an investment portfolio of over $60 billion.
-3
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8. The internal cash flow borrowing from funds outside of the General Fund has no
negative impact .on individual funds/accounts. Current law directs that such cash flow borrowing
cannot interfere with the goals, objectives, and operations of those programs. The inclusion of
these funds/accounts as borrowable resources simply provides authority to the SCO to borrow up
to the sum of idle cash of these fundsfaccounts from the PMIA without interfering with the
operations of these programs or agenctes.

9. In addition to intemal cash flow borrowing from the PMIA, the SCO also takes out
direct loans from certain General Fund Special Accounts. In these circumstances, cash is directly
borrowed from these individual accounts. However, this borrowing also does not and cannot
interfere with the operatioﬁs of these programs.

10.  Onceit is determined that internal borrowing from other state funds and accounts
is insufficient to fully meet the cash needs of the General Fund to pay for all statutory and
constitutional obligations, borrowing from the eéxternal financial markets is pursued.

11. By Fall 0of 2008, the State was facing a severe fiscal and general fund. cash crisis.
In November 2008, the Govemor called the Legislature into a special session. DOF estimated
that, absent cotrective actibns, by February 2009, cash in the General Fund as well as internal
borrowable funds would be exhausted. This cash crisis was exacerbated by the uncertainty of
being able to rely on external market borrowing as a means of providing the General Fund with
the cash necessary to satisfy its requisite obligations. Due to the predicted exhaustion of the
General Fund, exhaustion of borrowable state funds, and likely inaccessibility of large sum
external market borrowing, there was a significant likelihood that the state would run out of cash
and would fail to satisfy all of its mandated obligations.

12. As aresult of the pending exhaustion of all borrowable funds, the Administration
proposed a variety of budget and cash solutions. One main goal of these proposals is to preserve
cash in the General Fund and borrowable state funds, Besides budgetary reductions in General
Fund programs, major proposals also included delaying certain payments until a later time when a
higher cash balance was projected. Recognizing the severity of the cash crisis, the Legislature

passed legislation sponsored by the Administration and added 37 state funds to the list of
-4-

DECLARATION OF VERONICA CHUNG-NG

35



borrowable funds. These funds increased internal borrowing funds by approximately §5.5 billion.
Furloughs is one of many solutions proposed and implemented. The furloughing of employees
paid out of the General Fund provides immediate General Fund budgetary and cash savings.
Although furloughing non-General Fund employees did not directly contribute to closing the
General Fund budget gap, it did/does provide relief to the General Fund cash shortage since this
increased the cash balances in internal borrowable resources. Furloughing employees in non-
General Fund activities / programs / departments reduced spending from these borrowable funds
as a result of the redaction in hours worked and thus increased borrowable fund cash balances for
the General Fund. In projecting the impact of furloughing borrowable fund employees, it was
estimated by the end of the 17-month furlough period, approximately $690 million would be
added to the balances of these internal borrowable resources. |

13.  Inplanning for the external borrowing for 2009-10 fiscal year in the last several
months, all other fiscal experts (Legislative Analyst's Office (LAQ), STO, and SCO) all had
serious concerns about the accessibility of a large sum of borrowing from the external market.
Almost all entities strongly advised to minimize the size of external borrowing due to potential
signiticant costs and market access concerns. One way to reduce external borrowing was by
increasing total internal borrowable resources available for the General Fund. All four offices
worked together towards this goal. In addition to the budgetary and cash solutions adopted in the
July Amended 2009 Budget Act, including furloughing of all state employees regardless of fund
sources, in late summer, the Administration proposed additional payment deferrals specifically
designed fc farther reduce the size of external borrowing needs. These deferrals were supported
by all fiscal offices (LAQ, SCO, STQ, and other legislative fiscal offices). These deferrals were
fully passed by the Legislature.

14.  Attached to this declaration as Exhibit A is a spreadsheet prepared by DOF
identifying all of the state departments listed as Respondents in this action. In addition to
identifying all of the departments, it also accurately identifies whether the named departments
also receive General Funds in addition to other funds to support its state operations. Of the 69

departments identified, 30 departments receive a portion of their budgets from the General Fund.
-5-
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The spreadsheet also identifies whether the named departments’ other funds are intemally
borrowable by the General Fund. Of the 69 departments identified, 62 departments have

borrowable state funds.

I declare under penalty of perjury under the laws of the State of California that the

foregoing is true and correct.

Executed on this 28" day of October, 2009, at Sacramento, California.

VERONICA CHUNG-NG t i

-6-
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Office of the Governor of the State of California ' Page 1 of 2

Office of the Governor s serumzenesces

EXECUTIVE ORDER §-12-10

07/28/2010

WHEREAS, due to continuing weak pérformance in the California economy and other factors, there is an
approximately $19 billion General Fund deficit for the 2010-11 fiscal year; and

WHEREAS the State has already taken extraordinary measures to conserve cash, such as implementing payment
deferrals to schools and other local governments; and

WHEREAS there is no state budget for the 2010-11 fiscal year and a lengthy budget delay is likely; and

7 WHEREAS the longer it takes to adopt state budget measures to implement needed savings, the more the value of
' those savings erode, meaning that additional savings will be needed to make up for that lost time and money; and

WHEREAS without a budget in place, the latest cash projections show that California’s cash will go into the
negative no later than October 2010; and

WHEREAS to ensure that the State meets its payment obligations protected by the California Constitution and
federal law, the State Controller has stated that he could be forced to begin issuing registered warrants (I0Us) as
early as August 2010; and

WHEREAS the State must start preserving cash beginning in August 2010 to improve the State’s ability to meet its
obligations to pay for debt services and critical and essential services to protect public health and safety and to make
payments protected by the California Constitution and federal law; and

WHEREAS furloughs are necessary to immediately begin saving cash until a budget is in place that includes
solutions that will ensure there is gufficient cash for the State to meet its obligations to pay for debt service and
critical and essential services to protect public health and safety and make payments protected by the California
Constitution and federal law; and

WHEREAS 3s part of the solutions to close the $19 billion General Fund deficit, the Governor’s May Revise budget
proposal included a 15 percent reduction in employge compensation costs for fiscal year 2010-11; and

WHEREAS in order to preserve sufficient cash in the 2010-11 fiscal year without a budget in place, three furlough
days per month are necessary to achieve savings in employee compensation for the 2010-11 fiscal year; and

WHEREAS immediate action to reduce current spending must be taken to ensure, to the maximum extent possible,
that the essential services of the State are not jeopardized and the public health and safety is preserved; and

WHEREAS a furlough will reduce current spending and immediately improve the State’s ability to meet its-
obligations to pay for essential services and make payments protected by the California Constitution and federal law
in the 2010-11 fiscal year.

NOW, THEREFORE, I, ARNOLD SCHWARZENEGGER, Governor of the State of Califotnia, by virtue of the
power and authority vested in me by the Constitution and statutes of the State of California, do hereby determine that
an emergency pursuant to Government Code section 3516.5 exists and issue this Order to become effective
immediately:

IT IS ORDERED that effective August 1, 2010, the Department of Personnel Administration (DPA) shall adopt a
plan to implement a furlough of represented state employees and supervisors for three days per month consistent
with the terms of this Ordet.
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IT IS FURTHER ORDERED that effective August 1, 2010, the DPA shall adopt a plan to implement an equivalent
furlough or salary reduction for all non-represented state employees, including supervisors, managers, and exempt
state employees, consistent with the terms of this Order,

IT IS ORDERED that the following state agencies and departments are exempt from this furlough executive order:

California Highway Patrol

California Department of Fire and Forestry Protection (CalFIRE)
Franchise Tax Board

Board of Equalization

Employment Development Department

State Compensation Insurance Fund

California Housing Finance Authority

California Earthquake Authority

IT IS FURTHER ORDERED that the represented employees in Bargaining Units 12, 16, 18 and 19 are exempt
from this furlough executive order based on the expectation that the tentative Memoranda of Understanding reached
with these Bargaining Units will be ratified by the Bargaining Unit membership and the State Legislature by early

beginning in the August 2010 pay period.

IT IS FURTHER ORDERED that DPA shall adopt a furlough plan that will result in the closing of general
government operations on the second, third and fourth Fridays of each month, beginning in August 2010,

IT IS FURTHER ORDERED that effective August 1, 2010, and for the duration of the furlough peried, all state
agencies and departments subject to furloughs shall take all necessary action to require their employees to take three
furlough days within the month.

e IT IS FURTHER ORDERED that the furlough period shall end when a 2010-11 fiscal year budget is in place and
the Director of the Department of Finance. determines that there is sufficient cash to allow the State to meet its
obligations to pay for critical and essential services to protect public health and safety and to meet its payment
obligations protected by the California Constitution and federal law.

IT IS REQUESTED that other entities of State government, including the California Public Utilities Commission,
the University-of California, Hastings College of Law, the California State University, California Community
Colleges, the Bureau of State Audits, the legislative branch (including the Legislative Counsel Bureau), and judicial
branch, implement similar or other mitigation measures to achieve budget and cash savings for the 201011 fiscal
year. .

This Order is not intended to create, and does not create, any rights or benefits, whether substantive or procedural, or
enforceable at law or in equity, against the State of California or its agencies, departments, entities, officers,
s employees, or any other person.

I FURTHER ORDER that, as soon as hereafler possible, this Order shall be filed in the Office of the Secretary of
State and that widespread publicity and notice be given to this Order.

IN WITNESS WHEREOF 1 have hereunto set my hand and caused the Great Seal of
the State of California to be affixed this 28t day of July 2010.

ARNOLD SCHWARZENEGGER
Governor of California

ATTEST:

DEBRA BOWEN
Secretary of State

http://gov.ca.gov/index.php?/print-version/executive-order/15692/
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A PROCLAMATION OF A STATE OF EMERGENCY

WHEREAS, due to continuing weak performance in the California economy and other
factors, there is an approximately $19 billion General Fund deficit for the 2010-11 fiscal year; and

WHEREAS there is no state budget for the 2010-11 fiscal year and a lengthy budget delay is
likely; and

WHEREAS the longer it takes to adopt state budget measures to implement needed
savings, the more the value of those savings erode, meaning that additional savings will be needed
to make up for that lost time and money; and

WHEREAS without a budget in place, the latest cash projections show that California’s cash
will go into the negative no later than October 2010; and

WHEREAS to ensure that the State meets its payments obligations protected by the
California Constitution and federal law, the State Controller has stated that he could be forced to
begin issuing registered warrants (IOUs) as early as August 2010; and

WHEREAS the State must start preserving cash beginning in August 2010 to improve the
State’s ability to meet its obligations to pay for debt service and critical and essential services to
protect public health and safety and to make payments protected by the California Constitution and
federal law; and

WHEREAS furloughs are necessary to immediately begin saving cash until a budget is in
place that includes solutions that will ensure there is sufficient cash for the State to meet its
obligations to pay for debt service and critical and essential services to protect public health and
safety; and

WHEREAS immediate action to reduce current spending must be taken to ensure, to the
maximum extent possible, that the essential services of the State are not jeopardized and the public
health and safety is preserved; and

WHEREAS a furlough will reduce current spending and immediately improve the State’s
ability to meet its obligations to pay for essential services to protect public health and safety and to
meet its obligations protected by the California Constitution and federal law in the 2010-11 fiscal
year; and

WHEREAS effective August 1, 2010, in order to reduce current spending to ensure that
essential services of the State are not jeopardized and the public health and safety is preserved,
the Department of Personnel Administration will adopt a furlough plan that will result in the
closing of most general government operations on the second, third and fourth Fridays of each
month, beginning in August 2010; and



WHEREAS a furlough will reduce current spending and immediately improve the State’s
ability to meet its obligations to pay for essential services of the State, such as services
provided by CAL Fire, hospitals and 24-hour care facilities, so as not to jeopardize its residents’
health and safety in the 2010-11 fiscal year; and

WHEREAS it is critical that these types of facilities providing essential services to the
people of California remain able to protect the health and safety of the people in California and
property in California; and

WHEREAS in order to effectuate the closure of state offices under the furlough plan,
which is necessary to immediately reduce current spending so essential services can continue
to be provided to the people of California, a temporary suspension of certain laws is necessary
to mitigate the conditions of emergency; and

WHEREAS these circumstances, by reason of their magnitude, are or are likely to be
beyond the control of the services, personnel, equipment and facilities of any single county, city
and county, or city, and require or are likely to require the combined forces of a mutual aid
region or regions to combat; and

WHEREAS under the provisions of section 8558(b) of the California Government Code, |
find that conditions of exireme peril to the safety of persons and property exist due to these
circumstances; and

WHEREAS under a state of emergency, the Special Fund for Economic Uncertainties is
available to pay for critical operational costs to mitigate the conditions of emergency.

NOW, THEREFORE, |, ARNOLD SCHWARZENEGGER, Governor of the State of
California, in accordance with the authority vested in me by the state Constitution and the
California Emergency Services Act, and in particular, section 8625 of the California Government
Code, HEREBY PROCLAIM A STATE OF EMERGENCY to exist within the State of California.

Pursuant to Government Code section 8571, | hereby suspend the following statutes
because strict compliance with the provisions of these statutes will prevent, hinder, or delay the
mitigation of the effects of the emergency:

1. Applicable provisions of Government Code section 11020 and any other statutory
provisions requiring state offices to be kept open for the transaction of business from
8 a.m. to 5 p.m. of each day from Monday to Friday.

2. Applicable provisions of Government Code section 11022 requiring that incoming
telephone calls on any public line be answered within 10 rings during regular
business hours.

3. The provisions of the California Administrative Procedures Act as specified in
Government Code section 11340 et seq.

These suspensions are limited to the scope and duration of implementing the furlough
plan pursuant to Executive Order S-12-10 to mitigate the conditions of emergency.
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| FURTHER DIRECT that as soon as hereafter possible, this proclamation be filed in the

Office of the Secretary of State and that widespread publicity and notice be given of this

proclamation.

IN WITNESS WHEREOF | have hereunto set my
hand and caused the Great Seal of the State of

California to be affixed this 28" day of July, 2010.

ARNOLD SCHWARZENEGGER
Governor of California

ATTEST:

DEBRA BOWEN
Secretary of State
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