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Review of Governor’s Budget Proposal for 2012–13

February 15, 2012

On January 5, 2012, the Governor released his budget proposal for 2012–13. On January 11, 2012, the Legislature introduced legislative vehicles Assembly Bill 1463 (Blumenfield) and Senate Bill 957 (Leno) that reflect the Governor’s budget proposal. The budget cites improvement over past years: the two-year budget deficit is projected at $9.2 billion, with future annual budget gaps of $5 billion or less. Below are the actions proposed by the Governor as they affect kindergarten through twelfth grade (K–12) education.
Proposition 98 and Governor’s Ballot Initiative
Based on the California Department of Education’s (CDE) review of the Governor’s budget proposal, the significant changes are as follows:

Proposition 98 would be $52.5 billion, or a $4.9 billion increase over the 2011–12 enacted level of $47.6 billion. $2.5 billion of the increase is a result of $6.9 billion in assumed revenues from the Governor’s proposed ballot initiative. Most of the increased revenues available to K–12 will be used for paydown of deferrals ($2.2 billion).

If the Governor’s ballot initiative fails, there will be a reduction of $4.8 billion from the proposed level. The deferral paydown would not occur AND they would shift $2.6 billion of General Obligation bond debt service into Proposition 98 (K–14). Other program cuts would be necessary to make room in the guarantee for the debt service payments. The budget states the cuts “would equate to shortening the school year by more than three weeks” and that the Administration will work with interested parties on “legislation that protects education programs, but allows schools to develop and implement necessary contingency plans.”

There are some technical Proposition 98 changes to correct re-benching and maintenance factor calculations. There are also some property tax changes related to the ruling regarding redevelopment agencies. The re-benching changes result in a net reduction to the Proposition 98 guarantee.

1. Weighted Student Formula: The budget proposes a weighted student formula to be phased in over five years. All categorical programs would be consolidated with revenue limit funding, except for special education, after school, child care, nutrition, and several smaller programs. These categorical programs would be flexed as the weighted student formula is phased in. Affected programs include Economic Impact Aid and Kindergarten and Grades One through Three Class Size Reduction.
2. Accountability: There will be trailer bill language and incentive funds linked to the new funding formula. Details have not yet been released.

3. Elimination of programs: 
a) For non-Proposition 98-funded programs: Advancement Via Individual Determination, Vocational Education Leadership programs, the non-Proposition 98 portion of American Indian Education are eliminated. The state subsidy for meals at private schools and child care centers are eliminated. 
b) For Proposition 98-funded programs: The whole transportation item and Early Mental Health Initiative funding are eliminated.

4. Assessments: The budget adds $6.2 million for prior year student assessments and $4.5 million for California English Language Development Test schedule changes.

5. Mandates: More than half of all mandates would be eliminated including graduation requirements and behavior intervention plans. For retained mandates, the budget proposes a mandates block grant of $178 million. Districts could receive block grant funding, and avoid the mandate claiming process.

6. School facilities: The budget proposes to shift Overcrowding Relief Grant funds to new construction, and thereby extend the life of the current new construction funds. Non-classroom based charters could get funds. 

7. Charters: Non-classroom based schools would get 100 percent funding from revenue limits rather than 70 percent. They would get the same funding that school districts would get through the weighted formula. Charters will receive $50.3 million in growth funds.

8. State Special Schools: The schools are subject to an unallocated reduction of $1.8 million non-Proposition 98.
9. Growth and cost-of-living adjustment (COLA): The budget provides growth funds. No COLA is proposed. The statutory COLA is 3.17 percent.

10. Transitional kindergarten: The budget discontinues the requirement to provide transitional kindergarten instruction for a savings of $223.7 million. However, schools would be permitted to enroll kindergarten children who reach age five in the school year on a case-by-case basis.
11. Child care: 
For 2012–13, the budget proposes:
a) $293.6 million non-Proposition 98 General Fund (GF) decrease by requiring families to meet the federal welfare-to-work participation requirements. This change does not affect state preschool. 
b) $43.9 million non-Proposition 98 GF and $24.1 million Proposition 98 GF decrease by reducing income eligibility to 200 percent of the federal poverty level (approximately 61.5 percent of the State Median Income level). 
c) $11.8 million non-Proposition 98 GF decrease by reducing the provider reimbursement rate ceiling to the 50th percentile of the 2009 Regional Market Rate survey for licensed providers. Reimbursement for license-exempt providers will remain comparable to current levels. License-exempt providers will be required to meet certain health and safety requirements as a condition of receiving reimbursement.
d) $67.8 million non-Proposition 98 GF and $34.1 million Proposition 98 GF decrease by reducing the Standard Reimbursement Rate by 10 percent.
e) Consolidates the Alternative Payment (AP), Stage 2, and Stage 3 programs into an AP contract/program.
For 2013–14, the budget proposes:
a) Eligibility and payment functions will shift from the CDE to the county welfare departments and all eligible families— including those served in Title 5 centers— will receive a voucher for payment to a provider of their choice. Funding will likely be distributed to counties as part of their welfare-to-work single allocation, and unless earmarked specifically for child care costs, counties will have the flexibility to use the funds in any manner that is allowable under welfare-to-work requirements.
b) Counties and AP Programs will be required to identify and collect overpayments.
c) State oversight functions, including responsibility for meeting federal quality requirements, would shift from the CDE to the state Department of Social Services.
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