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Preliminary Review of Governor's Budget
January 13, 2010

On January 8, 2010, the Governor released his plan to close a $19.9 billion deficit for 2009-10 and 2010-11. 
2009-10

Projected revenues for 2009-10 are $1.5 billion less than expected when the budget was enacted in July. As a result of this change in revenues, the current year Proposition 98 (P98) guarantee declined by $500 million from the 2009-10 enacted level, from $50.4 billion to $49.9 billion. This reduction is made up of a projected $340 million in savings from the K-3 Class Size Reduction (CSR) program and a greater decline than anticipated in average daily attendance.

2010-11

Projected revenues for 2010-11 are $1.2 billion more than the revised 2009-10 amount. The Governor’s Budget (GB) proposes a P98 funding level of $50 billion, which is $100 million more than the revised 2009-10 amount. 
While overall P98 funding is virtually flat compared to the revised current-year level, some program reductions are proposed in the GB due to the loss of $1.5 billion in one-time savings in the current year. Based on our preliminary review of the GB, the significant program changes proposed are as follows:

· Negative cost-of-living adjustment for most programs (-0.38 percent)
· Positive growth for most programs (0.11 percent)
· General-purpose funding (revenue limit) reduction of $1.5 billion for districts and $45 million for county offices of education to reflect local administration and contracting out reductions (details below)
· K-3 CSR projected savings of $550 million
· Charter school facilities funding of $18 million to bring funding to a current basis
· One-time funding for the Emergency Repair Program of $51 million
· Child care:

1. Reduction of CALWORKS Stage 3 by $122.9 million (reform proposal)
2. Reduction of the reimbursement ceilings to 75th percentile of the 2005 rate survey

3. Reduction of the exempt provider reimbursement rate from 90 percent to 70 percent of the ceiling
· $65 million to fund behavioral intervention plans
· Suspension of all mandates except for two—inter/intra district transfers ($7.7 million) and CAHSEE ($6.8 million)  
· $15 million in 2010-11 and $20 million in one-time funds for prior years for categorical funding for new schools (California Education Code Section 42606)  

The GB summary contains the following language regarding some of the 2010-11 budget solutions and program reforms:
2010-11 Budget Solutions

· School District Administrative Costs—Reduce the proportion of funding school districts spend on central administration and protect classroom spending, including spending for teachers and principals, from further reductions. ($1.2 billion)

· County Offices of Education Administrative Consolidation—Require county offices of education to consolidate services and functions, which may include county offices of education forming regional consortia to provide these services. The consolidation of county offices of education will achieve economies of scale and reduce administrative costs. ($45 million)
· Contracting Out—Eliminate barriers to contracting out to enable school districts to achieve cost reductions. ($300 million)

Program Reforms

· Teacher Seniority—Change state law to give local school districts the flexibility to layoff, assign, reassign, transfer, and hire teachers based on skill and subject matter needs without regard to seniority.

· Staffing Notification Process—Change the staffing notification window for teachers to 60 days after the state budget is adopted or amended.

· Substitute Costs—Eliminate the provisions in state law that require teachers who have been laid off to receive first priority for substitute assignments and that these substitutes be paid at the rate they received before they were laid off if they work more than 20 days within a 60-school day period.

· Comprehensive Reforms—Consider additional reforms to the state’s public school system to augment the fiscal reforms identified above and build on the spirit of reform embodied in President Obama’s Race to the Top initiative.

