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I I I NTRODUCTl ON 

A. IcE BREAKER 

B, PURPOSE OF Mv REMARKS 

1, FISCAL OUTLOOK FOR 1985-86, 

2, COf'/MENTS ON A COUPLE OF SPECI FIC ISSUES THAT THE STATE AND 

COUNTIES HAVE A .MUTUAL INTEREST IN, 

C, CAVEAT 

1, EVERYTHI NG I SAY THIS MORNING COULD. TURN OUT TO BE AS RELEVANT 

AS THE PITCHING ROTATION THAT JIM FREY, MANAGER OF THE CHICAGO 

CUBS, PUT TOGETHER FOR THE WoRLD SERIES. 

2, THAT'S BECAUSE THERE'S THIS MEASURE ON THE NOVEMBER 6TH BALLOT 

\'Jl-1 I CH COULD MOOT EVERYTHING I '~1 ABOUT TO TELL YOU , 

3, So IF PROPOS ITION 36 12 APPROVED ON THE 6TH, I SUGGEST THAT 

YOU BEGIN YOUR DAY ON THE 7TH BY THROWING AWAY YOUR NOTES FROM 

THIS SESSION, 

--LET ME BEGIN WITH A LITILE BACKGROUND--

I I I BACKGROUND 

A, 1984 IN PERSPECTIVF 

1, IT SEEMS TO ME THAT COUNTY GOVERNMENTS DID PRETIY WELL DURING 

THE RECENTLY-CONCLUDED SESSION OF THE LEGI SLATURE. 



A. You FINALLY GOT RID OF THE DREADED DEFLATOR WHICH, 

ALTHOUGH IT NEVER WAS ACTIVATED, PUT YOU AT A TACTICAL 

DISADVANTAGE I~l PROTECTING YOUR FISCAL INTERESTS BEFORE 

THE LEGISLATURE, 

B, YOU ALSO PUT STATE SUBVENTIONS ON A MORE RATIONAL FOOTING 

BY TRADING THE BUSINESS INVENTORY SUBVENTION FOR MORE VLF 

MONEY, 

C, IHIS TRADE, MOREOVER, HAS LEFT YOU WITH MORE MONEY THAN 

YOU OTHERWISE WOULD HAVE RECEIVED--$129 MILLION MORE FOR 

ALL 55 COUNTIES THIS YEAR, AND $850 MILLION NEXT YEAR, 

2, You ALSO GOT WHAT I THINK ARE PRETTY REASONABLE COST-OF-LIVING 

ADJUSTMENTS TO THE AMOUNTS THE STATE PROVIDES H! SUPPORT OF 

COUNTY-RUN PROGqAMs, 

B. SIGNlFTC.ANCE OF THFSE CH/.\1\IGES 

1. HHEN THE GOVF.R~lOR'S PROPOSALS FOR STABILIZING LOCAL GOVERI-JMENT 

FINANCING WERE FIRST SUBMITTED TO THE LEGISLATURE, I STATED 

THAT: 

A, THESE CHANGES WOULD BRING ABOUT ONLY A MODEST IMPROVEME~IT 

IN THE COUNTIES' FISCAL STABILITY. 

B, "I ACTI CAL, BUT NOT STR.C\TEG I C I MPROVEMENTS 11 IS HOW I 

CHARACTERIZED THEM. 

2 , . I AM ST I L L OF TH IS M I ND, 

3, No ONE IN THIS ROOM SHOULD BELl EVE FOR ONE r'IOMENT THAT: 

A, YOUR REVENUES HAVE BEEN STABILIZED i 
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(1) THEY SIMPLY CAN NEYER BE MORE STABLE THAN THE ECONOMY 

THAT YIELDS THEM, AND 

(2) \IJE 'RE A LONG WAY FROM MASTERING THE EBBS AND FLOWS OF 

ECONOMIC ACTIVITY, 

B. YOUR SUBVENTIONS FROM THE STATE WILL t'-.!OW COME IN A 

TAt~PER-PROOF CONTAINER: 

As YOU ALL KNOW, THE LEGISLATURE DOES NOT NEED A 

DEFLATOR TO DEFLATE THE AMOUt-.!T OF STATE AID GniNG TO 

LOCAL GOVERNMENTS, 

4. l SAY THIS: 

A, NoT TO BELITTLE THE CHANGES ENACTED IN 1984--THEY ARE 

SIGNIFICANT; 

B. BUT RATHER TO KEEP THEM IN PERSPECTIVE, 

5, FRMlKL Y, I DO~l 'T TH I ~IK IT IS POSSIBLE Tn INVITE LAt\IGUAGE THAT 

'tllLL GUARANTEE STABILITY FOR COUNTY REVENUES, 

WITH THIS AS BACKGROUND, LET ME NOW TURN T0 THREF 

ISSUES THAT HAVE AND WILL CONTINUE TO RECEIVE A LOT OF 

ATTENTION IN SACRAMENTn --

III. BUDGET OVERVIEW . 
A. 1984-85 

1, THE STATE'S GENERAL FUND TODAY IS IN THE BEST SHAPE IT HAS 

BEEN IN SINCE FISCAL YF.AR 1977-78, 

2, THE RED INK OF 1983 HAS RF.~N REPLACED WITH WHAT YOU ~AY 

CHARACTERIZE AS A "SURPLUS" (BUT I WON'T) AMOUNTING TO $664 

MILLION, 
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3, WE ESTI MATE THAT THI S UNCOMM ITTED BAlANCE WILL GROW TO 

APPROX IMATf:LY $J..2 BILLI ON BY JUNE 30, 1985, 

4, THI S GROWTH IS I~ID ICATIVE OF A HEAL THY ~1ARG I N OF REVHILJJ:7:S OVER 

EXPENDITURES, 

5, WHAT IS PARTICULARLY NOTHJORTHY IS THAT THE STATE' S RESERVE 

GREVI AT THE S~1E TI ME SPENDI NG WAS GROWING BY 14 PERCENT! , 

6, SIGNI FI CANCE OF THE UNCOMMI TTED BALANCE : 

A. As I NOTED A MOt'~ENT AGo , I no NoT coNsIDER THE $1.2 

BILLI ON THAT WE 'RE PROJECTI NG TO BE UNCOMMITTED AT THE END 

OF THI S YEAR TO BE A "SURPLUS", 

B. "SURPLUS", TO ME, SIGNIFIES "F:XCESS" OR "UNNEEDF:D", 

C, AND I CAN ASSURE YOU THAT JUST AS SURE AS THERE IS A 

FEDERAL RESERVE SYSTEM AND A. ll . s I CONGRESS I THER~ Is A 

NEED FOP STATE GOVERNMENT TO HOLD FUNDS H·! REStP.VE , 

D. lF WE LEARNED ANYTH ING DURING THE DIFF ICULT DAYS OF 1982 

AND 1983 , THE STATE MUST HAVE SOt"iE BREATHI NG ROOM lt-'HEf\1 

REVENUES UNEXPECTEDLY TAKE A TURN FOR THE WORSE, 

E, THE RESERVE GIVES IT THAT BREATHING ROOM, AND THUS 

PROTECTS ALL OF THOSE WHO DEPEND ON STATE GOVERNMENT FOR A 

PORTION OF THEIR I NC0~1E--I NCLUDI NG ORANGE COUNTY--FROM 

DI SRUPTI VE CHANGES IN FUND ING LEVELS, 

7, SOME MAY ARGUE THAT $1 ,2 BILL ION IS MORE INSURANCE AGA INST A 

REVENUE SH0RTFALL THAN WE NEED . 

A, THAT MAY BE; 

B I I I HOWF:VER I AM NOT ONE OF THOSE WHO THINKS so·, 
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C, $1,2 BILLION WORKS OUT TO ABOUT 4,7 PERCENT OF GENERAL 

FUND EXPENDITURES, 

D, IN CONTRAST, THE LAST RECESS ION REDUCED REVEI'!UES BY 11 

PERCEf\IT I 

B. 1985-86 

1, WHAT'S THE -OUTLOOK FOR 1985-86? 

2, IF THE ECONOMY STAYS HEALTHY, AND FORGETTI~!G ABOUT THE 

MEASURES ON THE NOVEMBER Bl\LLOT FOR THE MOMENT, THE UPCOMING 

FISCAL YEAR SHOULD BE ANOTHER GOOD ONE, 

3, As AN ORDER OF MAGNITUDE, I CAN SEE REVENUES IN 1985-86 

GROWING TO A LEVEL THAT IS $1 BILLION ABOVE WHAT IT WOULD COST 

TO MAINTAIN THIS YEAR'S LEVEL OF SERVICES NEXT YEAR. 

4, THIS, THEN, IS WHAT WOULD Br:: f\VAILABLE TO FU~ID NEW PP0GR/\MS, 

EXPAND EXISTING PPOGRAMS, AND PROVIDE FLJPTHER TAX RELIE~, 

IV, ISSUES OF IMPORTANCE TO LOCAL GOVERN~1ENT 

A. "INFRASTRUCTURE" 

1. DoING S0~1ETH I ~lG TO UPGRADE CALIFORN IA'S INFRASTRUCTURE IS AN 

OBJECTIVE THAT APPEARS TO COM't\AND WIDE-SPREAD SUPPORT IN 

SACRAf'1ENTO I 

2, IT ttiAY BE THE ONE GOAL THAT BOTH HOUSES OF THE LC:GISLATURE, 

BOTH PARTY CAUCUSES, AND ALL BRAJlCHES OF GOVERNMENT SUPPORT, 

3, DURING 1984, THE LEGI SLATURE ENACTED 1WO BILLS THAT WILL HELP 

YOU PROVIDE THE PUBLIC FACILITIES THAT ARE NEEDED IN ORDER TO 

PROVIDE SERVICES TO THE PUBLIC. 
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A. FIRST, IT PLACED ON THE JUNE 1986 BALLOT AN f\MENDMENT TO 

THE STATE Cm!ST I TUT I ON THAT WOULD REOPEN THE GENERAL 

OBLIGATION BOND MARKET TO LOCAL GOVERNJ"lENT, 

(1) THIS MEASURI: WOULD ALLOW LOCAL GOVERNMENTS TO 

INCREASE PROPERTY TAX RATES ABOVE THF: 1 PERCENT LIMIT 

ESTABLISHED BY PROPOSITION 13 IN ORDER TO PAY OFF 

VOTER-APPROVED GENERAL OBLIGATION BOf\JDS, 

(2) A S H1IU\R MEASUR!: APPF.AP.ED AS PROPOS IT ION 4 ON THE 

NOVEMBER 1980 BALLOT --AND IT v~ENT DOWN IN FL AMES , 

(3) PERSONALLY, I THINK SUCH A CHANGE I~l OUR CONSTITUTION 

IS ESSENTIAL. 

(4) THE PROBLEM IT RAN INTO IN 1980, HOWEVER, MAY PLAGUE 

IT ·IN 1986 AS WELL: THE CHARGE THAT IT IS 
11Tfl.~iPERING 

WITH PR0POS IT I Of\! 1311 
I 

(5) BEThJEr::N NO\"{ AND JUNE 1986, \~E NEFD TO FI ND A vJAY OJ=: 

RECONCILING AN EXCEPTION TO THE 1 PERCENT TAX RATE 

LIMIT WITH PROPOSITION 13's PRI NCIPAL THRUST. 

(6) l THINK THIS CAN BE DONE; IN FACT, I THINK THE 

"EXCEPTION" IS MORE IN KEEPING WITH THE "SPIRIT OF 

13" THA~l THE CURRENT POLICY OF F I ~.I J\NC I NG LOCAL 

FACILITIES I 

(A) THE CURRHlT PRACTICE EITHER SHIFTS THE FUND P·IG 

RESPOf\ISIBILITY TO THE STATE LEVC.L, WH~PF: IT IS 

LESS SUBJECT TO VnTER CONTROL 
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(B) NECESS ITATES THE USE OF CREATIVE FINNlC I NG 

TECHNIQUES THAT CONCEAL THE TRANSACTI ON FROM 

VOTER SCRUTINY, 

(7) "SOMEOt,!E OUGHT TO TRY AND Cm.IVI NCE HOWARD JARV I S OF 

THIS, 

B. SECOND, THE LEGISLATURE IN 1984 MADE IT EASIER TO USE THE 

MELLO-ROOS ( QM.MUN ITY FACILITIES ACT AS A MEANS OF 

F I NJ\NC I NG INFRASTRUCTURE, 

4, OTHER APPROACHES TO F I NJ'l.NC I NG I NFRASTRUCTURE : 

A. 1 DOUBT THAT THE ENACTMENT OF THESE TWO BILLS \"' ILL KEEP 

"INFRASTRUCTURE" OFF THt; COUNTY'S AGENDA. 

B, AT THIS POINT, IT SEEMS AS THOUGH THERE ARE TWO DIFFt:RENT 

ROUTES THAT THE LEGI SLATURE C.t\N Tt\KE : 

(1) ONE qoUTE FOLLO\~S THE DI RECT ION SET IW THE 

LEGI SLfi.TIJRE IN 1984, ITS DESTi f\!f\T I ON I S A SYSTEM 

THROUGH WHICH LOCAL GOVERI\lMENTS ARE ABLE TO FINANCE 

NEEDED INFRASTRUCTURE THEMSELVES, 

(A) THE NEXT BIG STEP /"'.LONG THI S ROUTE MI GHT BE TO 

HAVE THE STATE CONSOLIDATE THE DEBT OFFER I NG -OF 

LOCAL GOVERNMENTS AND I SSUE ITS 0\"'N I NSTRUfv1HITS 

ON THEI R BEHALF, 

(I) THIS WOULD REDUCE LOCAL BORROWING COSTS BY 

TAPP ING THE ECONOMIES THAT GO \~I TH LARGE 

ISSUES, 
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(I I) IT 'r'IOULD, HOWEVER , LEAVE RESPONS IBILITY 

FOR PAYI NG OFF THE DEBT WITH THOSE 

ENTITI ES BH!E~="ITIING DIRECTLY FROM THE 

PUBLIC FAC ILITIES, 

(B) At--! AL TF.R~!ATIVE STEP v~nULD BE TO FAC ILITATE THE 

CREATIC!~I 0~ SPECIAL PURPOSE Df:VF:LOPMENT OR 

REDEVf:LOP!vlEI\IT DI STRICTS I 

(I) PERSONALLY, l'M NOT IN FAVOR OF THIS 

ALTERNATIVE, SINCE IT WOULD 

(II) FURTHER FRAGMENT LOCAL GOVERNMENT, AND 

(III) PROLIFERATE THE PROBLEMS THAT NOW RESULT 

FROM THE ACTIVITIES OF REDEVELOPMENT 

AGEI\!C I ES I 

(2) THE OTH~R ROUTE THAT THE LEGTSLATURf MIGHT CHOOSE TO 

~="OLLOW IS I LLUSTRATF:D BY ASSE~'tBLYMAN Roos' P.ILL. 

(A) THI S BILL WOULD MAKE GREATER RELIANCE ON STATf: 

TAX RESOURCES TO FINANCE LOCAL PUBLIC 

F AC I L IT I ES I 

(B) EXCEPT IN THE CASf: OF MULTI-COUNTY FACI LITI ES , 

SUCH AS MASS TRANS IT I FLOOD CONTROL I HI GH¥!/\YS I 

WASTE TREATMENT AND THE LTKF, l DON 'T SEE THIS 

AS THE WAY TO GO , 

(C) l SUSPECT THAT THOSE OF YOU vJHO SUPPORTED 

PROJECT l NDf:PENDENCE DON ' T WANT TO SEE THIS 

HAPPEN EITHER . 
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B I REI MBURSEMC:~IT OF MANDATED COSTS 

1. THE SECOND ISSUE THAT I SEE OCCUPYI~IG A LOT OF OUR TIME NEXT 

YEAR IS THE REIMBURSF.MENT-OF-M.ANDATED-COSTS-ISSUF., 

2, As YOU MAY KNOW, THE OLD SYSTEM FOR CONSIDER ING MANDl\ TED COSTS 

ISSUES HAS BEEN REPLACED WITH A NEW SYSTEt~ , 

A, STARTING JANUARY l, CLAIMS FOR REIMBURSEMENT WILL GO TO A 

NEW COMMISS ION ON STATE MANDATES, v~ICH WILL RECEIVE, 

REVIEW, AND MAKE FINDINGS ON LOCAL AGE~ICY CLAIMS i THE 

BOARD OF CONTROL WILL 1\10 LONGER CONSIDER THES~ CLAIMS , 

B, THE COMMISSION, MOREOVER, WI LL BE ABLE TO SATISFY ABOUT 70 

PERCENT OF THE CLA IMS T~AT COME IN WITHOUT HAVI~IG TO PUSH 

A BILL THROUGH THE LEGISLATURE, 

3, l THINK THIS NEvi SYSTEM IS IN BOTH THE STATE'S AND THE 

COUNTIES' BEST INTE~~STS , 

A, THE STATE WILL BE IN A BETTER POS ITION TO DEFEND I TS~LF 

AGAINST UNREASON.I\BLE CLAIMS , 

B, THE COUNTIES WILL FIND IT EASIER TO SECURE REI MBURSEMENT 

FOR BONA FIDE MANDATES , AND WILL IN MANY CASES AVOID THE 

COST OF LITI GATION , 

4, WHETHER IT LI YES UP TO ITS POTENT! AL , HOWEVER, UL TI ~~TEL Y vii LL 

DEPEND ON fHE REASONABLENESS OF THE CLAIMANTS (THAT ' S YOU) AND 

THE PAYORS (THAT'S THE LEGISLATURE), 

5, THE LEGISI_ATURE, FOR EXftMPLE, WILL HAVE TO DO A BETIER JOB OF 

ACCEPTING RESPONSIBILITY FOR THE ~~NDATES IT IMPOSES , 
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A, Too OFTEN, IT SEEKS TO IGNORE THE MA~IDATORY NATUR~ OF THE 

P0LICIES IT SETS (A CLASSIC CASE TN P0INT I S THE BINDING 

ARB I TRATION BILL), 

B. IT ALSO TOO OFTEN SHIRKS THE FHIANCIAL RESPONSIBILITY FOR 

THE DUTIES IT IMPOSES ON LOCAL GOVERNMENTS, BY SAY ING THAT 

"THEY SH0UL!J HAVE BEEN DOI NG IT ALL ALONG", 

6, l~AL GOVER~IMENTS, HOWEVER , ALSO NEED TO BE MORE PJ:ASON~BLE HI 

WHAT THEY SEEK RE I~1RURSEMENT FOR , 

7, IN THI S REGARD, I'VE JUST GOTIA MENTION THE BLUNDER THAT YOUR 

NEIGHBORS TO THE ~IORTH, IN CONCERT WITH THE CITY OF 

SACRAMENTO, COt'MITIED EARLIER THIS YEAR , 

A, TOGETHER, THEY HAVE SOLD THE STATE COURTS ON A DEF I f\! IT ION 

OF "MANDATE" THAT, FROM THEIR STJ\1\!DPOINT AND OURS, 

COULDN'T BE WORSE , 

B. As YOU K~!ow , IN 1978 THE LEG r SLI\TUPr: PAssr:n A LA\~ 

REQUIRING LOCAL GOVERt-.IMENTS TO PROV ID~ UNF:MPL 0Yf1t.:NT 

INSURANCE BENEFI TS TO THEIR EMPLOYEES, 

C. THUS, USING A LITERAL DEFINITION, THE LAW CONSTITUTES A 

MANDATE, FOR WHICH THE STATE I S LI ABLE , 

D. THE STATE ARGUED THAT, AS A PRACTICAL MATTER, IT WAS THE 

FEDER/\L GOVF:R~!~1ENT THAT MANDA TED CO'I!::RAGE , SINCE H/\D THE 

STATE NOT ACTED, CAL IFORNIA EMPLOYERS WOULD HAVE BEEN HIT 

BY A $7. B T LLI ON TAX BILL , 

E, THE PLAINTIFFS SEI ZED ON THIS POINT AS PROOF THAT THE 

STATE, RATHER THAN THE FEDERAL GOVERNMENT, W/\S RESPONSIBLE 

FOR THE MANDATE: 
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(1) THE STATE COULD HAVE CHOSEN NOT TO REQUIRE COVERAGE; 

(2) THE FACT THAT SUCH A CHOICE WOULD COST THE STATE $2 

BILLION PER YEAR I S IMMATERIAL. 

F, THUS, THANI<S TO Los ANGELES COUNTY AND THE CITY OF 

SACRAr~ENTO, THE STATE CAN DISCLAIM RESPONS IB I li TV FOR ANY 

COSTS IMPOSED ON A LOCAL GOVERNMENT SO Lot-IG AS THE 

LOCALITY CAN CHOOSE NOT TO COMPLY. 

G. FOR EXAMPLE, IF THE LEGISLATURE W~RE TO PASS A LAW 

LIMITING VLF SUBVENTIONS TO ONLY THOSE COUNTIES THAT 

VOLUNTARILY CHOSE TO PROVIDE FOR BINDING ARBITRATION, 

THERE WOULD BE NO MANDATE?! 

H. THAT'S RIDICULOUS. 

8, IT IS THIS KIND OF UNREASONABLENESS THAT THREATENS TO 

UNDERM I NE ~'HAT l THI~!K IS A VITAL PP.I~'JC:IPLE OF GnVERNMENT: THE 

UN IT OF GOVERNMENT THAT DEC IDES WHAT IS GOOD PUB I_ I C POL ICY 

OUGHT TO BACK ITS DECISION WITH MONEY AND NOT STICK SOME OTHER 

UNIT OF GOVERNMENT WITH THE TAB. 

9, ANYWAY, HAYING STRENGTHENED THE CLAIMS RE I MBURSEt~ENT PROCESS, 

IT SEEMS TO ME THAT THE ~!EXT STEP SHOULD BE S IMPLY THE 

MECHANISM FOR PROYID I NG RE I MBURSH1ENT. 

A, ONE ELEMENT OF THIS I S TO REIMBURSE AS MANY MJ\~1DATES AS WE 

CAN ON A FORMULA BASIS, 

8, THIS WOULD AVOID ALL OF THE DEAD WEIGHT COSTS THAT ARE 

INCURRED IN PREPARI NG AND PROCESS I NG IND IVIDUAL CLA!NS FOR 

REIMBURSEMENT, 
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C, HERE AGA IN, BOTH THE STATE AND THE COUNTIES SHOULD COME 

OUT AHEAD. 

C. LocAL GovERNME~IT FI NANCE 

1. As 1 SEE IT, THERE ARE TWO KEY PIECES OF UNFINISHED BUS I NESS 

LEFT ON THE LOCAL GOVERNMENT FINANCE AGENDA: 

A. TAXING AUTHORITY, AND 

B, PROGRAM REALI GNMENT . 

2, TAXING AUTHORITY 

A, REGARDING THE FORMER, I CONTINUE TO BELIEVE THAT WE CANNOT 

HAVE ACCOUNTABILITY AT THE LOCAL LEVEL UNTIL BOARDS OF 

SUPERVISORS AND CITY COUNCILS HAVE SOME SIGNIFICANT SAY IN 

HOW MUCH MONEY THEY HAVE TO SPEND, 

(1) THUS, I FAVOR EXTENDING LIMITED TAX I~!G POWER TO 

CITI~S AND cnUNTIES , 

( 2) 1 F YOU v!ANT TO ~'tAKE SUCH TAX I ~!G POWf:R SUBJI.:CT TO 

VOTER APPROVAL , THAT'S OKAY WITH ME , 

(3) IT MAKES NO SENSE, HOWEVER, TO PREVENT A LOCALITY 

FROM TAXING ITSELF ~~ORE HEAV ILY TO INCREASE THE LEVEL 

OR QUALITY OF SERV ICES AVAILABLE IN THAT LOCALITY, 

B, SECONDLY, THERE IS STILL MUCH TO BE DONE IN RAT ION ALI ZING 

THE RESPONS IBILITICS THAT THE STATE AND COUNTIES SHARF.: IN 

NU!>1EROUS PROGRAM AREAS I 
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V, CONCLUDING REMARKS 

A. As I HINTED AT THE OUTSET OF MY REMARKS, IF PROPOSITION 36 IS 

APPROVED BY THE VOTERS 15 DAYS FROM NOW, ! .DOUBT THAT WE'LL BE 

SPENDING MUCH TIME TALKING ABOUT PROGRI\M REALIGNt~ENTS, TAXING 

AUTHORITIES, MANDATE REIMBURSEMENTS, OR INFRASTRUCTURE, 

B. THE CHALLENGE OF IMPLEMENTI~JG PROP0SITION 36 WILL SWEEP EVERYTHING 

ELSE ASIDE, 

* * * * * * * * * * * * * * * * 
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