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Summary of Governor's May Revision
The following is a preliminary review and subject to change.

General Overview
On May 14, 2010, the Governor released his revised plan to close a $19.1 billion deficit for 2009–10 and 2010–11. The deficit amount includes $7.7 billion in the current year and $10.2 billion in the budget year. As of January, this deficit was projected at $19.9 billion. 

Through a combination of special session solutions ($1.4 billion) and federal funds ($700 million) the projected $19.9 billion deficit was reduced to $17.8 billion; however, additional revenue declines ($600 million), cost increases ($500 million) and reserve changes ($200) increased the projected deficit back to $19.1 billion. 

The May Revision (MR) proposes to solve this $19.1 billion deficit through expenditure reductions ($12.4 billion), additional federal funds ($3.3 billion), alternative funding sources ($1.3 billion) and other funds shifts and revenue solutions ($2.1 billion).
2009–10

The MR includes lower than anticipated revenues for 2009–10 than expected as of the Governor’s Budget (GB) in January. As a result of this change in revenues the current year Proposition 98 (P98) minimum guarantee is projected to be $500 million lower than proposed in the GB, declining from $49.9 billion to $49.5 billion. However, the administration is not proposing to make current year reductions. Instead, the MR proposes to fund the P98 minimum guarantee at the GB proposed level of $49.9 billion and count the $500 million over-appropriation as a pre-payment towards the outstanding in-lieu maintenance factor of $11.2 billion. This MR P98 proposed funding level of $49.9 billion is $500 million less than the 2009 enacted level of $50.4B. 
The MR proposes to make $15.7 million in General Fund available for advanced apportionment payments to schools that demonstrate extreme hardships. The funds are to ensure schools that will be in a cash flow deficit in June as a result of the apportionment payment deferrals are able to make essential payments.
2010–11

The MR proposes a minimum funding level for P98 in 2010-11 of $48.4 billion or $1.5 billion less than the revised 2009–10 amount. However, the MR proposes to rebench the P98 guarantee by $1.4 billion to account for the elimination of the child care program. 
The GB proposed to eliminate the sales tax on fuel and increase the fuel excise tax, which decreased P98 funding by about $700 million. Legislation adopted in the special session approved a modified version of this proposal but required that P98 funding be held harmless. The MR proposes to delay the hold harmless provision until the future. It is unclear at this time how much this new statute would mean for P98. 
The MR reflects lower-than-anticipated property taxes, which requires an increase in the General Fund share of spending. As a result of the MR increase in the General Fund share of funding, the state no longer has an issue meeting the State Fiscal Stabilization Fund maintenance-of-effort (MOE) requirement. Thus, no longer having MOE issues, the administration withdrew its proposal to pre-pay a portion of the Quality Education Investment Act funding for 2010–11.

The significant program changes proposed in the MR are as follows:
· Continues the $1.5 billion reduction to revenue limits (RLs) related to administration and contracting out, but these will be unallocated reductions; the contracting out policy proposals will be introduced in a policy bill, and the language targeting the reductions to administration has been withdrawn.
· Restores $17 million to county office of education (COE) RLs; RLs for COEs will be reduced by $28.2 million rather than $45 million as proposed in the GB. 
· Provides $5 million to support California Longitudinal Pupil Achievement Data System (CALPADS) and California Longitudinal Teacher Information Data Education System (CALTIDES) for a proposed 2010–11 budget of $9.8 million; extends three limited term positions for CALTIDES for two years.
· Net increase of $1.7 million for California School Information Services.
· Deletes $67 million from Economic Impact Aid to reflect projected savings; program also proposed to be funded with one-time funding.
· Restores the writing component of the fourth grade English-Language Arts California Standards Test and provides for development of a longitudinal academic growth model as part of a contract extension. According to the Department of Finance, the Standardized Testing and Reporting Program contractor agreed to absorb the costs.
· Deletes $2.3 million from the Child Nutrition Program to reflect the revised estimate of meals served at public school districts.
· Eliminates funding for the Alternative School Accountability Model.
Child Care

The MR proposes to reduce child care funding by $1.2 billion. This reduction will eliminate care to 142,000 children leaving only part-day, part-year preschool and $600 million in federal funds for the rest of California’s child care programs.  

Specifically, the budget:

· Eliminates California Work Opportunity and Responsibility to Kids (CalWORKS) child care and transfers some of existing funding to Alternative Payment contracts.
· Eliminates projects that assist parents in accessing high quality child care such as the Resource and Referral program and the Centralized Eligibility List.
· Reduces income eligibility for low-income working families and lowers the reimbursement rate to providers.
· Makes other reductions to Migrant Child Care, Quality Projects, and Allowance for Handicapped.
The MR provides an additional $118,000 and one limited-term position in support of the Early Learning Advisory Council and the Early Learning Quality Improvement System and extends two other limited-term positions for this purpose until June 30, 2013.

The MR also requests that trailer bill language be adopted to implement more aggressive collection of child care contract overpayments.

Non-General Fund Adjustments

· Decreases the reimbursement from the Department of Social Services for training of CalWORKs recipients in the Adult Education and Regional Occupational Centers and Programs by $5.2 million. The decrease is related to the proposal to eliminate the CalWORKs program effective in the second quarter of 2010–11.
· Decreases $31.3 million federal funds to reflect the revised estimate of meals to be served through the Child Nutrition Program.
· Provides an increase of $1.1 million in federal funds for CALPADS implementation.
