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SEIU CALIFORNIA STATE COUNCIL
2009-10 State Budget 
As Enacted 4 Months Early
Historic Deficit/Historically Bad Budget 
The Legislature passed and the Governor signed a budget that attempts to address the $41.6 billion budget gap projected over the next 17 months. The basic pieces include $14.9 billion in program cuts, $12.5 billion in mostly temporary revenue increases, $7.9 billion in expected federal funding under the economic recovery bill, $5.4 billion in new borrowing, $134.4 million in borrowing from special funds, $5 billion in revenue from the sale of lottery bond proceeds, and $957.2 billion in line-item vetoes by the Governor.

The budget agreement also includes a “trigger” mechanism linked to California’s receipt of “additional federal funds that…offset General Fund expenditures of not less than $10 billion” by June 30, 2010. If we do not reach that threshold, an additional $947.7 million in cuts will occur and an additional $1.8 billion in tax increases will be triggered on.
In addition to the actual budget solutions, the agreement included several non-budgetary pieces conceded to the Republicans that were deemed necessary to garner the 3 Republican votes needed in each house to pass a 2/3rds budget. Included among these were ballot initiatives to be placed before the voters to create a new more restrictive spending cap(which virtually assures the program cuts will never be restored), create an open primary system, and eliminate salary increases for state officers(including the Governor and Legislature) in years of a projected deficit. Also included in the agreement were concessions on meal and rest periods, Public Private Partnerships, Design Build, and environmental protections. The budget includes the abrogation of collective bargaining by statutorily eliminating two state holidays, mandating two furlough days per month for state employees, and changing the manner in which overtime is used in the computation of leave time.
The final budget also included an additional $2.5 billion in tax giveaways to corporations over the next five years.

Temporary revenues…a permanent spending cap…$1.5 billion in permanent corporate tax cuts…more than $10 billion in borrowing…nearly $15 billion in program cuts…abrogation of collective bargaining law…all so that 3 Republicans in each house would agree to put up the votes under California’s antiquated 2/3rds vote budget and taxation rules.
Actual revenues are already $2 billion below estimates that this budget was based upon and the economic situation only looks worse. If the Lottery measure fails on the ballot an additional $5 billion hole will be blown into this budget deal. Any programs that survived this deal are at risk starting today!
The chart below illustrates how the budget agreement pieces together solutions over the 17-month period.

Summary of all Solutions

	$ Millions
	FY 2008-09 Solutions
	FY 2009-10 Solutions
	Two Year Total Solutions

	Expenditure Reductions
	 $6,725.4 
	 $8,129.1 
	 $14,854.5 

	Revenues
	 $1,533.6 
	 $11,980 
	 $12,513.6

	Lottery
	-   
	 $5,001.0 
	 $5,001.0 

	Borrowing
	 $268.2 
	 $134.4 
	 $402.6 

	Preliminary, conservative estimate of Federal Stimulus
	 $2,730.0 
	 $5,048.8 
	 $7,880 

	Vetoes
	 -   
	$957.0
	 $957.0

	Total
	 $11,257.2 
	 $30,351.8 
	 $41,608.1 


Detail of Total Solutions Contained in Budget Package

(Assuming federal revenue trigger is not pulled)

	($ in millions)
	FY 08-09
	FY 09-10
	Total 17 Month

	Expenditure Reductions
	 
	 
	 

	Education
	 $5,774.7 
	 $2,647.1 
	 $8,421.8 

	Higher Education
	 $132.2 
	 $755.5 
	 $887.7 

	Health
	-   
	 $208.3 
	 $208.3 

	Human Services
	 $104.4 
	 $2,171.7 
	 $2,276.1 

	Transportation
	 $254.0 
	 $ 407.2 
	 $661.2 

	General Government/Other Solutions
	 $459.8 
	 $1,939.3 
	 $2,399.1 

	Subtotal Reductions
	 $6,725.1 
	 $8,129.1 
	 $14,854.2 

	Federal Revenue
	 
	 
	 

	Federal Revenue
	 $2,730.3 
	 $5,048.8 
	 $7,779.1 

	Subtotal Federal Revenue
	 $2,730.3 
	 $5,048.8 
	 $7,779.1 

	Taxes
	 
	 
	 

	Sales Tax Increase of $.01
	 $1,202.7 
	 $4,553.1 
	 $5,755.8 

	Personal Income Tax .25 percent rate Surcharge
	-   
	 $3,658.0 
	 $3,658.0 

	Vehicle License Fee Increase form 0.65 percent to 1.15 percent
	 $345.9 
	 $1,692.4 
	 $2,038.3 

	Reduce Dependent Credit to Personal Credit Amount Beginning in 2009 tax year 
	 $ -   
	 $1,440.0 
	 $1,440.0 

	Single Sales Factor Apportionment--Beginning 1/1/2011
	-   
	-   
	-   

	Film Credit--Allocations begin 7/1/2011
	-   
	-   
	 -   

	Hiring and Retention Credits--Effective 2009 and 2010 tax years
	 $ (15.0)
	 $ (330.0)
	 $ (345.0)

	Subtotal Taxes
	 $1,533.6 
	 $11,013.5 
	 $12,547.1 

	Borrowing
	 
	 
	 

	Lottery
	-   
	 $5,001.0 
	 $5,001.0 

	Other Borrowing
	 $268.2 
	 $134.4 
	 $402.6 

	Subtotal Borrowing
	 $268.2 
	 $5,135.4 
	 $5,403.6 

	Vetoes
	-
	$957
	$957

	Total All Solutions
	 $11,257.2 
	 $30,350.8 
	 $41,608.0 


Federal Revenue Trigger

· $10 billion trigger.  The budget includes $947.7 million in spending cuts and $1.8 billion in tax increases that will not take effect if it is determined that California will receive federal stimulus funds that offset General Fund spending by at least $10 billion prior to the end of the 2009-10 budget year.

On or before April 1, 2009, the Director of Finance and the Treasurer will meet to determine whether they project federal legislation enacted by that point will result in reduced General Fund spending by the end of the 2009-10 budget year.

· Governor's Preliminary Estimate.  The Governor's preliminary, conservative estimate is that California will receive $8.4 billion in federal stimulus funds that will replace General Fund spending.  These funds are assumed in the budget just signed and are counted toward the $41.6 billion in solutions.

· What counts toward the trigger?  It is important to note that only certain federal funds can replace General Fund spending, such as FMAP and State Fiscal Stabilization.  Federal funds specified for infrastructure, unemployment benefits, and tax relief may or may not count toward the $10 billion trigger figure. SEIU will be arguing for a broad definition of federal funds as this matter is considered before the required public hearing.
· What taxes are subject to the trigger?  Fifty percent of the .25 percent rate surcharge on Personal Income Tax brackets will not take effect if the $10 billion trigger level is achieved.  This will lower the tax increase by $1.8 billion.

· What cuts are subject to the trigger?  The following cuts will not take effect if the $10 billion trigger level is achieved, these cuts total $947.7 million:

· $78 million by capping state participation in In-Home Supportive Services wages to $9.50 per hour for wages plus $0.60 an hour for benefits to prohibit any new IHSS clients from receiving a Medi-Cal Share-of-Cost Buy-Out;
· $267.8 million by reducing SSI/SSP grant by $20 per month for individuals and $35 per month for couples;

· $183.6 million in Medi-Cal savings by reducing public hospital reimbursement rates by 10 percent and the elimination of certain optional benefits, listed below:

· Adult dental

· Acupuncture services

· Audiology services and speech therapy services

· Chiropractic services

· Optometric and optician services, including services provided by a fabricating optical laboratory

· Podiatric services

· Psychology services

· Incontinence creams and washes

· $146.9 million by reducing CalWORKs grants by four percent;

· $100 million reduction to higher education funding;

· $100 million reduction to court funding; and

· $71.4 million by rejecting new judgeships.

Constitutional Provisions and Ballot Propositions

The budget package includes seven provisions that will require voter approval to be enacted.  These provisions will appear on the ballot on May 19, 2009.  These provisions are:

Proposition 1A- Spending Cap.  ACA 1/SCA 1 places a Constitutional provision on the ballot to cap spending by limiting the amount of revenue that can be appropriated for General Fund purposes.  The provision requires that each year the Department of Finance forecast a revenue amount for the fiscal year that is derived from the last ten years of revenue growth amounts.  Any revenue that exceeds this forecasted amount must be deposited in a new fund, the Budget Stabilization Fund, with the exception of revenue that is required for Proposition 98 purposes that exceed revenue growth.  

The Budget Stabilization Fund can be used when State revenues are insufficient to cover prior year expenditures, adjusted for inflation and population.  The funding in the Budget Stabilization Fund can also be used in cases of a declared emergency.  Revenue accumulates in the fund until it equals 12.5 percent of General Fund revenue, at which point excess funding can be used for one-time expenditures.  Up to $5 billion of the amount deposited in this fund would be dedicated to retiring Deficit Recovery Bonds over time.

In addition ACA 1 / SCA 1 requires that annually 1.5 percent of State General Fund revenue be deposited each year in the Budget Stabilization Fund and as of October 2011, 1.5 percent of revenue be deposited in the Supplemental Education Payment Account, which pays for the Proposition 98 obligations outlined in ACA 2 / SCA 2.  
The California Budget Project estimates that the spending cap under this proposition would limit future spending to $21.5 billion below baseline service levels in 2012. 3% of the General Fund will be siphoned off every year to pay down the Proposition 98 maintenance factor and build the Rainy Day Fund that can only be used for restricted purposes. Any growth in revenues above the 10 year revenue average will also be restricted. None of the restrictions allow for funding of ongoing programs or restoration of cuts. Our member serviced programs that grow faster than the 10 year revenue trend will necessarily face more future cuts.
Proposition 1B- Prop 98 Maintenance Factor Clarification.  ACA 2 places a Constitutional provision on the ballot that would require the state to increase annual school funding by $9.3 billion in future years in lieu of any maintenance factors that could be required by Proposition 98.  This additional funding would build up over several years, beginning in FY 2011-12.  Funding for this provision would come from the Supplemental Education Payment Account specified in ACA 1 / SCA 1.

Funding provided by this provision would be allocated to school districts in the same manner as the revenue limit per unit of average daily attendance.  $200 million would be appropriated in the FY 2011-12 for Equalization funding. 
Proposition 1C- Lottery.  Makes changes to clarify education appropriations, clarify the lottery director's authority relative to state employees, and require that lottery audits be posted on the internet.  These changes would be placed before the voters, along with various sections of Chapter 764, Statutes of 2008 (AB 1654), the lottery modernization trailer bill for the Budget Act of 2008.

Proposition 1D- Proposition 10 California Children and Families Act of 1998.  Subject to approval by the voters, expands use of Prop. 10 funds for health and human services through state programs for children up to five years of age.  Transfers Prop. 10 reserve funds of $340 million on a one-time basis for these state program purposes, and additionally transfers $268 million annually for five fiscal years starting with 2009-10 to be appropriated by the Legislature as part of the annual budget process.  Further directs the use of Prop. 10 funds to provide direct health care services, human services, including services for at-risk families who are involved in the child welfare system, and direct early education services, including preschool and child care.

Proposition 1E- Proposition 63 Mental Health Services Act.  Subject to approval by the voters at a statewide election, utilizes MHSA funds in the amount of $226.7 million in 2009-10 and up to $234 million in 2010-11, if caseload adjustments require this marginal increase, to support the Early and Periodic Screening, Diagnosis, and Treatment (EPSDT) Program as administered by the State Department of Mental Health.  Additional statutory changes are made in the Health Omnibus Trailer bill to improve the use and effectiveness of MHSA funds, consistent with the recommendations of recent audit reports.  

Proposition 1F-State Elected Officials Salary Increases.  SCA 8 would not allow legislative or constitutional officer salaries to be increased in years where the state faced a projected fiscal deficit. 
Open Primary.   SCA 4 would require primaries to be open to voters from all party registrations for congressional and state-elected offices. This measure is scheduled to appear on the June 2010 primary ballot, not on the May 19 ballot.
Summary of Revenue Solutions (Over the 17-month Period)

The budget package includes $12.9 billion in temporary(2 years if the spending cap fails at the ballot and 4 years if it passes) General Fund tax increases.  

These taxes result in the following revenues over the 17-month period:

· $5.8 billion from a 1 cent increase to the State Sales and Use Tax, effective April 1, 2009 ($1.2 billion in 2008-09 and $4.6 billion in 2009-10).  This tax increase is temporary and will sunset on June 30, 2012 if the voters approve the proposed Budget Stabilization constitutional amendment.  If the voters reject the amendment, the rate increase will expire one year sooner, on June 30, 2011.  

· $3.7 billion from a .25 percent rate surcharge on Personal Income Tax brackets, effective starting in tax year 2009.  This surcharge would apply through tax year 2012 if the voters approve the proposed Budget Stabilization constitutional amendment.  If the voters reject the amendment, the surcharge will expire two years sooner—applying only to tax years 2009 and 2010.  Furthermore, if the federal revenue trigger is activated, the surcharge rate will be cut in half (to .125 percent).  This tax is applied differently than the Personal Income Tax surtax that was included in the February 14th version of the package.  In the previous version the tax was increased by a percentage surtax on top of tax liabilities, in this version taxes are increased by changing the bracket structure itself.

· $1.4 billion from reducing the dependent credit allowed against the Personal Income Tax to the amount of the personal credit beginning in the 2009 tax year.  The dependent credit reduction would apply through tax year 2012 if the voters approve the proposed Budget Stabilization constitutional amendment.  If the voters reject the amendment, the dependent credit reduction will expire two years sooner, applying only to tax years 2009 and 2010.  The personal credit applies to the taxpayer (and spouse), while the dependent may be claimed for children and other dependents.  For 2008, the personal credit was $99 and the dependent credit was $309.  

· $1.7 billion from increasing the Vehicle License Fee (VLF) from the current rate of 0.65 percent to 1.15 percent, except for heavy vehicles.  Revenue from the portion of the increase to 1 percent will be retained by the General Fund ($121 million in 2008-09 and $1.2 billion in 2009-10) and revenue from the additional increase of 0.15 percent will be transferred to a new special account dedicated to funding local public safety programs ($82 million in 2008-09 and $502 million in 2009-10).  The VLF rate increase will become effective for registrations beginning May 19, 2009 and expire June 30, 2013 if the voters approve the proposed Budget Stabilization constitutional amendment.  If the voters reject the amendment, the rate increase will expire two years sooner—June 30, 2011.  The 0.15 percent rate component dedicated to local public safety would end earlier if the funds are spent for any other purpose.  The budget package also includes a bill that would unbundle the VLF taxes charged by this increase from rental car rates.

· The enacted tax package no longer includes a $2.1 billion from a 12-cent per gallon increase in the excise tax on gasoline and diesel motor fuel, that was included in the February 14th version of the package.

Corporate Giveaways and Tax Credits

· Single Sales Factor Apportionment.  Allows most multi-state businesses to apportion income to California using only their percentage of sales in California as an alternative to using the current apportionment methodology, which averages a business's proportion of sales, property, and payroll in California (with the sales factor double-weighted).  This provision will be effective starting in tax year 2011 and is permanent.  This change will reduce California taxes for firms with significant employment and property in the state, but most of whose sales are outside the state.  The estimated annual revenue loss will be approximately $700 million, eventually growing to $1.5 billion.

· Film/TV Production Credit.  Provides a credit of 20 percent or up to 25 percent of the qualified production cost of qualified motion pictures or TV series that are produced in California.  Producers must first apply to the California Film Commission for a credit allocation, and, upon completion receive a credit certificate from the commission.  The commission would be limited to $100 million of credit allocations in any fiscal year.  Allocations would begin in 2009-10, and the first tax credits could be claimed for tax year 2011.  A total of $500 million of allocations would be available over five years.

· Homebuyer's Credit.  Provides $100 million one-time for a homebuyers credit that would pay up to $10,000 for newly constructed homes.

· Small Business Hiring Credit.  Provides a credit of $3,000 per full-time equivalent employee added by small businesses (20 employees or less). The credit will be available for the 2009 and 2010 tax years.  The estimated revenue loss from this measure is approximately $400 million over the two years combined. 
Summary of Vetoes
The Governor made $957 million General Fund vetoes from the FY 2009-10 budget including:

· $400 million from Corrections and Rehabilitation, to reflect savings expected to be achieved as a result of various reforms and actions implemented by the Secretary of the California Department of Corrections and Rehabilitation.
· $255 million from CSU, to be backfilled with federal stimulus revenues.
· $255 million from UC, to be backfilled with federal stimulus revenues.
· The following vetoes were intended to reflect personal services savings to  constitutional officer budgets which reflects the state employee compensation savings applied as mandated furloughs in other departments controlled by the governor:
· $23.7 million from the Department of Justice  

· $9.944 million from the Board of Equalization 

· $5.27 million from the Department of Education 
· $1.3 million from the Secretary of State
· $578,000 from the State Treasurer
· $1.7 million from the Lieutenant Governor's office budget--a 67% cut.
· $24 million of special funds vetoed from the Department of Insurance.

· A technical veto of $275 million special fund in the Department of Transportation that would have only been available if excise fuel taxes were increased.

Summary of Non-Budgetary Items Included in Agreement
Abrogation of Collective Bargaining. The budget package abrogated the collective bargaining process for state workers by statutorily eliminating two state holidays and changing overtime provisions. Clearly, these are matters that are within the scope of bargaining and should be resolved at the bargaining table and not in a budget trailer bill. While Local 1000 has reached a contract agreement that will now trump the budget trailer bill, other state bargaining units continue to bargain and, once they reach agreement their contracts too will prevail over the trailer bill. In summary, this budget action to abrogate collective bargaining was unnecessary and establishes a dangerous precedent for all public employee unions.
Design Build Expansion. The budget trailer bills authorize up to 15 design-build transportation projects and the use of design-build process for up to 5 state(state buildings, prisons and court facilities) facilities and 10 local facilities. Our members who support transportation and facility construction and design will be impacted by the loss of these projects.
Public Private Partnerships(P3). The budget trailer bills authorize Caltrans and local or regional transportation agencies to enter into an unlimited number of public-private partnership agreements until January 2017. SB 4X2 also creates the Public Infrastructure Advisory Commission to advise agencies in developing P3 projects. The California Transportation Commission will oversee and approve the projects. A limited number of SEIU members may be affected by this proposal, but the privatization of public assets will only further threaten the resources available to the state.
Eight Hour Day. Republicans had placed on their list of demands, in return for their budget votes, significant changes in meal period and overtime rules. In the end, they settled for cosmetic changes that labor accepted as restatements of existing law. As a result, it is now clear that the secret ballot election authorizing an alternative work schedule as to what kinds of groups of workers may have an election, that it must include the 8-hour day as an option, and that the schedule may be changed on a weekly basis if so approved in the election. As a policy change, the State Labor Federation, did not oppose the bill, but opposed AB 5 on the grounds it had nothing to do with the budget. It was enacted in the compromise.

Summary of Cuts and Impact on SEIU Member Programs
K-12 Education

Although the budget package doesn’t suspend Proposition 98 it does include major funding reductions. The Legislature has estimated that the cuts to Prop 98 total $8.6 billion over a two-year period, including 2008-09 and 2009-2010. However, given how easily Prop 98 can be manipulated to underemphasize or overemphasize cuts, many independent education fiscal experts estimate the true cuts to be closer to $11.6 billion over the two years. 

The overall cuts can be summed up as follows: 

	K-12 Reductions

(in millions of dollars)

	Reduction
	2008-09
	2009-10
	Total

	.68 Cola
	$244
	
	$244

	Revenue Limit COLA*
	
	$2,800
	$2,800

	Additional Revenue Limit
	$944
	$944
	$1,888

	Categorical (15%)
	$944
	$944
	$1,888

	2009-10 Revenue Limit
	
	$265
	$265

	2009-10 Categorical (4.9%)
	
	$265
	$265

	Deferral (delayed payments)
	$3,200
	
	$3,200

	Settle up (money-owed)
	$1,100
	
	$1,100

	TOTAL
	
	
	$11,650

	
	
	
	

	*2008-09  COLA was eliminated in the September Budget  (approx. $3 billion and not reflected in above total)


For 2008-09 and 2009-10, the K-12 school cuts (after the COLA reduction) are evenly split between school district revenue limits (general fund) and categorical programs. However, not all categorical funds will be cut. More than 50 categorical programs will be subject to across-the-boards cuts that are estimated at approximately 15%.  The reason why not all categoricals are being cut is because the budget package adopts a major categorical funding flexibility plan. 

Categorical Flexibility: The categorical programs are divided into three (3) tiers for the purposes of protecting some and providing flexibility and reductions to others for a five year period ending July 1, 2013, as follows:

1. Tier 1 -- no cuts, no program flexibility and no statutory requirements are waived (with some exception on class-size reduction penalties for having larger classrooms). 

Included in Tier 1 are some critical programs for SEIU members since these categoricals provide large sums of money for employing our membership, including, but not limited to:

· Child Development

· Child Nutrition (cafeteria services)

· Economic Impact Aid (this is a VERY big one for us to have protected)

· Special Education

· Transportation

2. Tier 2 – 15% cut for 2008-9 and an additional cut of 4.9% in 2009-10, but no flexibility is allowed, including, but not limited to:

· Year Round Schools

· English Learner Student Assistance (bilingual education)  

· Foster Youth Programs

· Agricultural-Vocational Education

· Student Assessment Testing (some clerical staff positions)

3. Tier 3 – 15% cut for 2008-09 and an additional cut of 4.9% in 2009-10 and total flexibility is allowed. What this means is that a school district can shift funding from any categorical program in this tier and apply the money to any other educational program, like class-size reduction, special education or anything else. Tier 3 includes, but is not limited to the following programs:

· Targeted Instructional Improvement Block Grant (TIIG and is the former school desegregation money and funds many classified employee positions, including bus drivers, aides, safety personnel and disproportionally impacts Los Angeles and San Francisco Unified School Districts.)

· School and Library Grant (funds library aide positions)

· Deferred Maintenance (funds maintenance and some custodial positions)

· Adult Education (some aide positions)

· School Safety 

· Community Day Schools (alternative education classified personnel)

· Community Based English Tutoring (aides)

· School Safety Competitive Grants

· County Office of Education – Fiscal Oversight (clerical positions)

· County Office of Education – Williams Audits (clerical positions)

· Reader Services for the Blind (aides)

There are some conditions associated with Tier 3 funding transfers that require a local school board to do the following:

1) At a regularly scheduled open public hearing, take testimony from the public, discuss and approve each transfer and the proposed use of funds.

2) Report the amounts transferred to each program in the Standardized Account Code Structure reporting process.

Additional Flexibility Options: In addition to the categorical spending flexibility, the budget package allows some flexibility in various school district reserves and categorical program ending balances (unspent funds from the prior year). These other flexibility options are as follows:

· Deferred Maintenance Program  – eliminates the local match of .5% for a five year period. 

· Routine Maintenance Reserve Requirement – reduced from current 3% to 1% for 2008-09 through 2012-2013.

· Categorical Program Ending Balances – for 200-09 allows a district to use ending balances for any education program, except the following:

1) Special Education

2) Quality Education Investment Act

3) Transportation

4) Supplemental Instruction

5) Economic Impact Aid

6) Targeted Instructional Improvement Grants (TIIG)

7) CA High School Exit Exam (CAHSEE)

8) Instructional Materials

(The ending balances of the above 8 categoricals can only be used for the services provided by each program.) 

Emergency Repair Program: For 2009-10 all funding for this program is suspended totaling $100 million and could have a negative affect on SEIU building maintenance and custodial staff. 

K-12 Summary:  The budget package is estimated to take California to 50th in the nation in terms of it’s per student funding. Certainly, we will see a denigration of our members’ children’s education in California. And for our school workers, it is likely that we will experience lay-offs, but given that some categorical programs have been protected in terms of cuts and the flexibility proposal we may have fewer lay-offs than expected in January. Additionally, with the proposed federal stimulus funds for education coming from the American Recovery and Reinvestment Act, estimated at approximately $8 billion, some cuts and lay-offs may be mitigated for the next two years.

The affect of this budget proposal will be different from school district-to-school district depending on reserves available, how much each district receives from the federal stimulus money and how a district decides to use the flexibility in the categorical programs. Given that these cuts will be determined at the local level, it will be especially important for us to engage as soon as possible with our school districts. 

Community Colleges

The 18 month budget package for community colleges can best be described by summarizing it by year.

For  2008-09, the following cuts and deferrals are imposed:

· $39.8 million cut to eliminate the 0.68% COLA

· $3.6 million reduction to capture unspent prior-year funds

· $3 million to cut mandate payments 

· Deferrals: There are two deferrals of payments that will delay payments the state makes to community college districts, as follows: 

1) Replaces the current $245 million deferral with $340 million in funding deferred from January, February, March and April to be repaid in July. 

2) Reschedules the existing $200 million June-to-July deferral now to be repaid in October. 

For 2009-10, the budget package includes the following major provisions:

· No student fee increases

· No COLA

· Funds 3% enrollment growth equaling $185.4 million and enough to fund about 36,000 new FTEs.

In summary, it appears that the Community College budget is essentially flat from last year; despite rising costs of doing business and contractual obligations. This, along with the deferrals will make it difficult for community colleges to pay all of their obligations without programs cuts and potential lay-offs.

Child Care

The budget package reduces the 2008-09 Proposition 98 funds for child care by $97 million; included in this amount are savings of about $82 million due primarily to the caseload projections. The remaining $15 million is attributable to the delay in implementing new Regional Market Rates for childcare providers, which were previously scheduled to go in effect on March 1, 2009. 

The budget package also reappropriates $108 million in prior-year child development program savings for the purpose of meeting current-year CalWORKs Stage 2 child care funding shortfalls. Stage 2 had been funded with a number of one-time funding sources from other programs in the current year and this specific shortfall is attributed to the failure of savings from one of those programs to materialize.

The budget package does provide a very modest increase of $18.9 million in 2009-10 to fund enrollment growth services in the under-4-years-old population. 

Finally, the budget package adopts a number of savings associated with reforms that will be discussed in the spring budget hearings and include:

· Reducing reimbursement rates for child care providers -- $38.7 million

· Increasing family fees and income levels at which families begin paying fees -- $14.4 million

Trial Courts

 In total, the budget package cuts $375 million in support for Judicial branch operations and programs. The Judicial branch budget includes funding for the Supreme Court, Courts of Appeal, Habeas Corpus Centers, the Administrative Offices of the Courts, and the Trial Courts which makes up the lion-share of the budget. 

This budget is a departure from the past where cuts to the Trial Courts have been on a one-time basis and now instead imposes the following permanent cuts and/or delays in funding:

· Permanent Unallocated Cut -- $146 million

· Continued Delay of the Conservatorship Program -- $17 million

· Court Facilities Fund Transfer to the State General Fund -- $40 million

· Additional Permanent Unallocated Cut (linked to trigger) -- $100 million

· Delay Implementation of New Judgeships --  $71 million

Of particular importance to SEIU is the share of the above cuts to the trial courts. The ‘real’ cuts are the two unallocated cuts totaling $246 million. Of this amount $224.7 million will be attributed to the Trial Courts. These cuts are unallocated to the courts, meaning that the courts must make-up these cuts out of the following: 

· Operations - biggest part of the budget and which primarily funds our members’ jobs

· Judicial compensation  - constitutionally protected; can’t be cut

· Interpreters

· CASA

· Self-Help Centers 

· Family Courts

· Equal Access Fund

If the federal economic stimulus trigger occurs then the $100 million cut would become $124.7 million and the impact of this budget would be that trial court funding would essentially be held flat even though costs are still going up. If the trigger does not occur, the courts would then face the total $224.7 million dollar cut and then the cut would be roughly 3%. 

Our best case scenario is that we get the federal trigger money and trial court funding gets held flat. But we know costs of doing business are going up, we may have contracts with increases in them and many trial courts used money out of their reserves to absorb last year's cut with minimal or zero impact to workers and services; given this, it will be difficult for trial courts to again absorb the rising costs by using their reserves. Our worst case scenario is the 3% cut which could lead to courts having to lower their service levels and potentially laying-offs workers.
California State University

The Governor’s proposed 09/10 budget cut the California State University by $283.6 million, ten percent across-the-board.  Additionally, a $66.3 million mid-year cut in the 08/09 budget was to continue in 09/10 resulting in a proposed budget that was $66.3 million below funding received in 07/08. 

As enacted, CSU suffered $66.3 million in General Fund reductions, another $50 million General Fund "trigger cut" should the state not receive at least $10 billion in federal stimulus money. Students suffered yet another 10 percent student fee increase. The CSU will backfill the rest of the proposed cut with a $255 million "swap" of CSU General Fund support with federal stimulus money. 

Impact: Due to ongoing budget cuts, the CSU will continue to limit student enrollment, resulting in the denial of access in 2009 to an estimated 10,000 eligible students. This is occurring during a period when record numbers of qualified CSU applicants are being received, especially from Latino and African-American students.
State Employees

The Governor’s proposed two-day-per-month furlough program was enacted in the budget, but with the provision that it will be superseded by collective bargaining agreements reached prior to enactment of the budget. Local 1000 has such an agreement, and it would take the place of all such labor-relations items in the budget for Local 1000 members, as soon as the Legislature approves the agreement, which takes a 2/3 vote. The design-build and public-private partnership expansions will adversely impact Local 1000 members whose principle duties include supporting the design and construction of transportation and state facility projects.
In-Home Supportive Services

Enacted Budget:  Home care wages for all homecare providers will be reduced to $9.50/hour (plus $0.60 benefits) and new IHSS clients will be required to pay their Medi-Cal share of cost beginning July 1, 2009 unless California receives $10 billion in eligible federal funding in the budget year. This is a $78 million cut to the IHSS budget.  

Developmental Disabilities/Regional Centers
Enacted Budget: DDS must convene a stakeholder workgroup that will determine $100 million in savings in the total Developmental Disability budget by April 1, 2009.  If the group cannot meet the deadline, an additional 7.1% cut will be imposed on purchase-of-service provider rates. This totals a 10% cut to provider rates, directly affecting our members employed by these agencies.

A 3% reduction in payments to provider agencies and 3% reduction in Regional Center Operations budget, totaling $100 million, was also enacted.
Impact:  Payment cuts to providers will mean that more agencies will go out of business and fewer will start up, leading to lower paid direct support workers and make it harder for families and consumers to find services.  Cutting regional center operations will mean that consumers and family members will have less access to help from their service coordinators, who will have to serve more people than they do now.  
Health

Overall, the Governor’s proposed Medi-Cal budget cuts would have resulted in a decrease of $87.2 million ($50.8million GF) in FY 2008-09 and $1.1 billion ($668.7 million GF) in FY 2009-10.  Over 3.5 million Californians would lose some of all of their health coverage.
Enacted Budget: Although the budget contains a number of spending cuts, including those to public hospitals and Medi-Cal, it also contains a mechanism to restore some of those cuts using federal funds authorized by the American Recovery and Reinvestment Act of 2009 (ARRA). The mechanism requires that in order to restore cuts, the state must receive at least $10 billion in federal funds to offset General Fund costs before June 30, 2010.  In other words, $10 billion of federal funds are needed to “trigger off” specified cuts.

1931 (b) Program – The Governor’s budget proposed to reinstate the 100-hour rule and reduce eligibility for parents in 1931(b) to 72 percent of the Federal Poverty Level effective May 1, 2009.  The proposal would result in savings of $5.2 million ($2.6 million GF) in the current year and $176.4 million ($86.6 million GF) in 2009-10.  Enacted Budget: Rejected
Share of cost for Medi-Cal for aged, blind and disabled individuals with incomes over the SSI/SSP limits.  Eligibility for Medi-Cal without a share of cost was expanded in January of 2001 from 69-percent up to 127-percent of the federal poverty level.  The Governor’s January budget proposal aligned eligibility with the 2001 limits for GF saving of $14.3 million in FY 2008-09 and $185.8 million in FY 2009-10. 73,000 individuals would no longer be eligible for no cost Medi-Cal. Enacted Budget: Rejected
Medi-Cal benefits for newly qualified immigrants and legal immigrants (PRUCOL) in the Governor’s January proposal were reduced to the level (“limited scope”) currently provided to undocumented immigrants; Retained were emergency services, pregnancy-related services, long-term care in a nursing facility, and breast and cervical cancer treatment. FY 2008-09 savings $9.4 million GF and FY 2009-10 $139.9 million GF. Reducing services for Medi-Cal beneficiaries would lead to increased emergency room visits with sicker patients and higher costs. Enacted Budget: Rejected
Eliminate Optional Benefits: The budget proposes to discontinue optional benefits for adults 21 years or older who are not in a nursing facility, including adult dental, chiropractic, incontinence creams and washes, acupuncture, audiology, speech therapy, optometry/optometrists, optician/optical lab services, podiatry, and psychology services.  FY 2008-09 $19.7 million GF and $129.4 million GF in FY 2009-10.

Impact:  An estimated 3 million beneficiaries will lose access to these services. The elimination of optional benefits will cause more patients to visit hospital emergency departments without coverage, either because they are completely uninsured after losing Medi-Cal benefits or because they are uninsured for a particular condition after losing their optional benefit.  These changes will put further stress on the safety net, impairing access to needed care for many Californians and jeopardizing the financial viability of safety net hospitals and clinics. Enacted Budget: Eliminates optional benefits unless the “trigger-off” threshold is met.   $129.4 million FY 2009/10.
Federal safety net care funds shift: The Governor proposed a $54.2 million from designated public hospitals to backfill for general fund support in specified state-operated programs; (1) California Children’s Services, (2) Genetically Handicapped Persons, (3) Medically Indigent Adult Long-Term Care, and (4)  the Breast and Cervical Cancer Treatment Program.
Impact: Fewer funds would be available to public hospitals.  This could affect access to services by both Medi-cal enrollees and the uninsured.  This, in conjunction with other Governor’s budget proposals that eliminate or reduce health care benefits, will work to compound the effects on the safety net system and their ability to provide quality care. Enacted Budget: Eliminates public hospital funding unless “trigger-off” threshold is met.  $54.2 million FY 2009/10.
Medi-Cal Administration and Program: Funding for cost-of-doing-business increases in the budget year is suspended for savings of $49.4 million   ($24.7 million GF). Counties will not be penalized for not meeting the performance standards linked to the CODB funding agreement made in 2001.    

Automation: The Governor and Legislature approved funding for the Los Angeles LEADER Replacement System (LRS) by delaying the schedule six months.
COUNTY ADMINISTRATION OF HEALTH AND HUMAN SERVICES

Overall Health and Human Services: The “workload” budget for health and human services includes a $2.4 billion General Fund increase due to rising caseloads and utilization of the safety net in the face of the national economic crisis.  Across all health and human services programs, the budget proposes a reduction of $1.1 billion General Fund from the 2008-09 enacted budget.  Due to the rising demand of safety net services, $1.1 billion reduction requires $3.5 billion, or 11.3 percent, in cuts to health and human services programs from the 2008-09 enacted budget.  
Human Services Funding Deficit: The budget did not include funding to counties to deliver mandated programs on behalf of the state.  Through 2008-09, counties are funded about a $1 billion ($576 million GF) below what is needed to cover the actual cost to deliver human services.  As such, to the extent human services programs receive funding increases based on rising caseloads, amounts are based on 2001 cost levels.  Also, the human services funding deficit amount did not include the $447 million ($346 million GF) in cuts to base program funding that have occurred since 2002. 

Impact: Over 7,500 social service workers have been laid off in the last 8 budget cycles due to cuts and the legislature’s continued failure to provide counties an increase in CODB for administering social service programs. 

SSI/SSP

The Governor’s proposal to withhold the Federal January 2009 COLA and suspend the State 2010 COLA was enacted. This will reduce SSP grants to the federal minimum for savings of $180.0 million General Fund in the current year and $1.1 billion General Fund in 2009-10. 

Impact: Monthly grants will be reduced from $870 per month to $830 for individuals and to $1,524 to $1,407 for couples.
SSI/SSP Grant Reduction “Trigger”: The budget will reduce maximum grant levels by 2.3%, reducing monthly grants by $35 for couples and $20 for individuals unless the “trigger-off” threshold is met.   $267.8 million FY 2009/10.
CalWORKs
Eligibility: The final budget suspends the July 2009 COLA leaving the current maximum aid unchanged at $723 monthly. If the COLA WAS enacted monthly grants would have been adjusted to $744 a difference of $21. 

Additional Reduction to CalWORKS monthly Grant: The Governor approved to reduce CalWORKS monthly grant levels by 4% for a savings of $147 million     unless the “trigger-off” threshold is met.
Impact: Grant reduced from $723 per month to $ 694 per month.  

Pay for Performance: The Governor suspended the Pay for Performance program for savings of $40 million.  The Pay for Performance program was established in 2005-06 to create incentives to counties to achieve program outcomes; however, counties have never received funding for meeting or achieving those outcomes.  

Food Stamps

There were no additional cuts in 09-10 budget to food stamp administration. Caseload has increased 15 percent over the last year and is projected to increase 6.9 percent next year to 814,787 families.  Due to increased caseload the Governors approved an augmentation of $15.7 million General Fund for a revised current year allocation of $291.7 million General Fund. However this amount includes continuation of last year’s base cut of $21.0 million ($8.6 million GF) that resulted in the elimination of funding for 181 eligibility workers providing food stamps benefits to thousands of needy families. 

Impact: Eligibility workers workload has increased dramatically. Workers are prevented from taking overtime and in some counties if overtime is taken they are not paid. Workers can not process the increased amount of applications in a 8 hr work day which may result in county penalties and/or lawsuits. 

Child Welfare Services and Foster Care

No cuts to child welfare services were enacted in the 09-10 budget.  

Foster Care Grants: The 5 percent rate increase implemented last January 2008 for foster family homes, group homes and KinGAP providers was enacted. No rate cut is proposed.

Monthly Social Worker Visits: The governor approved $11.9 million ($5.3 million GF) to support increased monthly social worker visits, in an effort to comply with new federal standards for monthly visitation.  

HR 6893: The budget included three items related to implementation of the federal Fostering Connections to Success and Increasing Adoptions, which was signed into law in October 2008. This includes:  $294,000 ($131,000 GF) to create Transitional Independent Living Plans prior to youth emancipation, commencing January 1, 2010; $1.5 million ($652,000 GF) to support activities related to identifying and notifying relatives within 30 days of a child’s removal beginning January 1, 2010; and $1.1 million federal funds pass-through in adoption incentive funds to support basic adoption services.
CHILD SUPPORT SERVICES 

Local Child Support Agencies COLA: The Governor approved an $18.7 million (6.4 GF) COLA for Local Child Support Agencies.

Child Support Automation: The final budget includes a deferral of various non–critical changes to the automated child support system for a savings of $39.1 million.   

Mental Health

Redirects Mental Health Services Act Funds (Prop. 63). In the enacted budget $226.7 million is redirected from MHSA to existing Mental Health Managed Care program. This will require voter approval. Proposition 1E will ask voters on the May 19th special election to approve a redirection of $460.7 million from MHSA to the Early and Periodic Screening, Diagnostic, and Treatment (EPSDT) program over two years ($226.7 in 2009-10 and $234 million in 2010-11).  The budget does not describe which MHSA funds would be diverted, as the Department of Mental Health will have the final determination.
Impact: The redirection of funding will further erode services that MHSA was meant to supplement.  In addition, this may lead to other proposals to raid voter approved funding streams.

Local Government
Deferred Payments to Counties. The enacted budget defers nearly $4 billion in payments for many county programs for a seven month period. Exempt from the deferral are payments for IHSS and SSI/SSP.
Impact: Many counties are in no position to borrow additional funds in this tight credit market and will have no choice but to slash programs or lay-off workforce.
the coming june revision 
While the Governor and Legislature see themselves as having successfully resolved a long and difficult struggle to enact a “balanced” budget that will enable the continuation of bond-funded public works projects and maintain the state’s borrowing capacity, much of the solution is actually in the hand of the voters on May 19, which could well be a low-turnout special election. Aside from the disastrous spending cap, as much as $14.5 billion in present and future state budget solutions is riding on financing schemes in the upcoming ballot. Defeating the spending cap will enable potential recovery from the retreat from health care, education, and public services authorized in this recession-year budget. But the lottery and education borrowing to finance the “balancing” miracle claimed for this year’s state budget depend on voter approval. 
Through the spring, the legislature will conduct its usual budget hearings, with the unusual goal of meeting “targets” established in the 09-10 budget adopted on February 20, awaiting the traditional “May Revision” of revenue and expenditure forecasts to make changes. Current predictions on the May forecast are in the range of another $10 billion deficit—assuming the Governor and the Legislature get their way on the May ballot measures. It is expected they will also await the results of the election, and be back to more partisan budget “negotiations” in June, as amendments to this budget act to take effect in July.
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