
   

   

  

 

 

          

                                       MEMORANDUM 
           

 

 

 TO:  HONORABLE MAYOR &  FROM:   Sarah T. Schlenk   

  CITY COUNCIL                                                           Interim Budget Director  

  

SUBJECT:  Summary of the State Adopted              DATE:   July 7, 2014  

  2014-15 Budget 

          ________________ 
City Administrator                          Date 

Approval      /s/ Donna Hom     7/7/14  _____ 

 

INFORMATION 
 

On June 20, 2014 Governor Brown signed AB 852, the State 2014-15 Budget Act (“adopted 

budget"), which was approved by the State Legislature by the required June 15 deadline.  The 

adopted budget incorporated the same policy directives that were outlined in the Governor’s 

proposed budget which include: 

 

 Paying down debt and unfunded liabilities; 

 Increased funding for education; 

 Increased funding for the Medi-Cal and Covered California programs; and, 

 Funding for the high speed rail generated from revenues from the State Cap-and-Trade 

program. 

 

The purpose of this memorandum is to provide a summary of the State adopted budget.  

 

Background 

 

As part of the State annual budget process, the Governor releases a proposed budget in January 

2014 that defines the Governor’s policy objectives for the upcoming fiscal year then releases a 

revised proposed budget in May that incorporates updated financial data and any revised policy 

objectives.  The Governor’s original proposed 2014-15 budget and the May Revise centered on 

the cautionary theme of debt repayment, fiscal prudence and promotion of a revised Rainy Day 

Proposal for the November 2014 ballot.  

 

After the release of the May revise, the Assembly and Senate released separate proposed budgets 

and a Budget Conference Committee was convened to reconcile differences between the two 

proposals.  The Committee was co-chaired by State Assembly member Nancy Skinner 

(Berkeley/Richmond/Oakland) and State Senator Mark Leno (San Francisco/San Mateo) and 

addressed a number of issues that included, but were not limited to: education; high speed rail; 

training for public safety officers; social services; and revenue projections (Assembly and Senate 

budget proposals incorporated revenues figures provided by the LAO that were $2.2 billion more 
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than the May Revise).  On June 15, 2014, the deadline to approve a budget or face a reduction in 

pay, the Committee concluded its duties and the Legislature approved a final budget.  After 

review of the Legislature’s budget, the Governor enacted his veto authority by vetoing a number 

of provisions.  The Governor ultimately signed a final budget on June 20, 2014.      

 

Adopted Budget 

 

With General Fund expenditure levels of $108 billion and $156.4 billion in all funds, the adopted 

budget incorporates higher revenue figures than those proposed as part of the May Revise.  A 

number of vetoes were also made to the Legislatures adopted budget with a focus on fiscal 

restraint, one of the major themes of the Governor’s proposed budget. The Governor’s vetoes 

included funding reductions to: the California Highway Patrol for a new distracted teen drivers 

program ($700,000); Department of Managed Health Care for enforcement of federal mental 

health parity requirements ($2.1 million); along with a number of other changes.   

     

Among the other key changes in the adopted budget are the following: 

 

 Education – The adopted budget includes $10 billion in new Proposition 98 funding for 

K-12 education and an additional $300 million for the University of California and the 

California State University; 

 

 Healthcare - Due to the large number of individuals signing up under Covered California 

and being enrolled in the Medi-Cal program, the adopted budget includes additional 

funding to fully funds the implementation of the Affordably Care Act; 

 

 Pensions - The CalPERS board approved new retiree actuarial assumptions, resulting in 

increased contributions levels (starting in FY 2015-16 for the State and FY 2016-17 for 

local governments) to be phased in over three years.  The adopted budget contains an 

additional $430 million for the first year, with an additional $1 billion expected to cover 

the 3-year phase-in.  The adopted budget also deviates from the Governor’s proposed 

budget to address the unfunded liability in the teacher’s retirement system—CalSTRS—

by including an additional $175 million in contributions as opposed to $350 million; 

 

 Drought - The adopted budget includes additional funding related to the drought 

consisting of an amount up to $20 million for Drought Food Assistance Program and $18 

million to respond to critical water shortage and drought impacts/Save Our Water 

campaign. Of the funds allocated, $2 million shall be directed to assist local agencies 

with emergency water supply drought projects; 

 

 Wildfire - $209 million for emergency wildfire suppression in anticipation of an extended 

fire season due to extreme drought conditions; 
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 Courts - An additional $160 million for trial court operations as part of  a two-year 

strategy to stabilize trial court funding and allow time for the Judiciary to pursue cost 

reduction strategies; and, 

 

 High Speed Rail - The adopted budget stays the course on cap and trade spending; 25 

percent of cap and trade revenues are to be continuously appropriated for the High Speed 

Rail Authority. Providing a continuous and stable funding source to continue 

construction. 

 

The Governor is anticipated to release a proposal for a revamped Infrastructure Financing 

District (IFD) program in August 2014.   

 

City Impacts 

 

The adopted budget also contains a number of earmarks for cities. A summary of those earmarks 

are provided below.  While some of these earmarks include direct allocations, a number of these 

funding opportunities will have competitive applications processes, which have yet to be defined.  

The City Administrator is working with appropriate state resources to obtain additional 

information on these funding opportunities.          

 

 The City will receive an estimated $465,103 in funds owed to local governments related 

to the 2004 unfunded mandates for new mandated state programs or higher levels of 

services. 

 Increase Infrastructure Spending - The adopted budget provides $1.2 billion in 

infrastructure spending, of which $100 million is for cities and counties for preservation 

of local streets and roads. 

 Increases Funding to Libraries - Local libraries are to receive additional investment for 

internet access and new funding is included to enhance grants to community and school- 

based art programs. 

 Housing Related Parks Program (HRRP) - A total of $87.5 million will be available to 

provide financial incentives to cities and counties for the approval and preservation of 

units affordable to low and very low-income households. Funds awarded under HRPP are 

within local communities to create or rehabilitate park-related projects. 

 Multifamily Housing Program (MHP) / Multifamily Housing Program Supportive 

Housing – A total of $100 million in funding for these programs with the goals of new 

construction, rehabilitation, or acquisition and rehabilitation of permanent rental housing, 

and the conversion of non-residential structures to rental housing. 

 City Law Enforcement Grants Program - Increased funding by $12.5 million for training. 

This resulted in an increase in existing grants for city police activities to $40 million. 

 California Gang Reduction and Intervention Program (CalGRIP) - Authorized $9.2 

million for the next round of grants. CalGRIP provides state funds to cities using a local 

collaborative approach for gang prevention, intervention, and suppression. 

 Recidivism Reduction - $2 million for grants to cities with the highest rates of serious 

crimes. 
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 Low Carbon Transit Operations Program - $25 million for local transit agencies to 

support new or expanded bus and rail services, with an emphasis on disadvantaged 

communities. 

 Affordable Housing and Sustainable Communities Program - $130 million to support the 

implementation of sustainable communities strategies projects will reduce emissions by 

increasing transit ridership, active transportation (walking/biking), affordable housing 

near transit stations, and local planning that promotes infill development and reduces the 

number of vehicle miles traveled. Projects that benefit disadvantaged communities will be 

given priority.  

 

The State adopted budget can be found at http://www.ebudget.ca.gov.  

 

For questions, please contact Michael K. Kek, Assistant to the City Administrator, at (510) 238-

4906. 

 

Respectfully submitted, 

 

 

 /s/ 

 SARAH T. SCHLENK 

 Interim Budget Director  
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