$44. 7 Billieon Gap

“...most challenging budget in the
state’s histery.”

-Governaer Sechwarzenegger

“colossal
disaster.”

-Mac Taylar, [Legislative Analyst

...0N the edge of fiscal
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Casn Crunch

o Cash cushion “Is unacceptably
low"—l egislative Analyst

 Infrastructure projects already
stopped.
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“Balancing the budget—hby
Increasing state revenues and
decreasing|expenditures—Is the
most Important way that the

Legislature can shorten the
duration and severity of the state’s
cash flow crisis.”

--[Legislative Analyst
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“Eour Legoed Stool”

New revenues
Spending| cuts
Economic stimulus
Government efficiency.




Closing the $44. 7 Billion
Gap

Cuts $1.7.4 billion
Revenue $14.3 billion

Lotterny, $5 billion
RAWS $4.7 billion
Borrowing $0.4 billion
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Sales llax lncrease

e 1.5 cents
o Effective March 1, 2009

o EXpIire December 31, 2011
o $2.35 billion in 2008-09
o $7.114 billfon 1n 2009-10
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Jlax: Services

o Effective March 1, 2009:
appliance; venicle, & auto
repair; Veterinarian services

o Effective April 1, 2009:
amusement parks, sporting
events, golf
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Jlax: Services

$272 million in 2008-09
$1.154 billion in 2009-10

L ocal revenue:

—$113 million in 2008-09
—$479 million in 2009-10

» Forecast Webcast | mrisxe




Ol Severance: lax

¢ 9.9% ofi the gress value of
each barrel

o Effective February 1, 2009
e $358 million in 2008-09
e $855 million; in 2009-10
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Alcohol and Excrse Tlaxes

e 5 cents a drink

o “Drink™ = 1.5 0z distilled
spirits, 12 0z beer, or 5 0Z

wine
o $244 million in 2008-09
o $585 million in 1009-10
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Reduce bDependent
Exempition Credit

e Begin with 2008 tax year,

e Reduce from $309/to $99
(same as persoenal
exemption)

e $1.44 billion in 2009-10
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Propoesed Mid:Year Cuts

o [otal General Fund = 10.6%
o K-12 = 14.6%

Put another way:
o K-12 1S 40% ofi budget but
getting 55% of the cuts
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Proposition 98 Prepoesal
2008:09

Reduce apportionments:  $2.1 B
Defer apportionments: $2.8 B
Retire settle up: $1.1 B
Transportation funds: $0.6 B

Total Prop 98 reduction: $6.6 B
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Propesed 2009-10'K-12
Cuts

$2.5 B: No COLA
$1.1 B: Reduced Rev. LLim.

$0.1 B: HPSG Program
$3.7 B : Total ($627/ADA)
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Amount pelow Workload

» Budget Act = $2.8 B
— ($356/ADA)
e Mid-Yearr =%$4.9B
— ($831/ADA)
o 2009-10= $8.6 billron
—($1,458/ADA)
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GoVvernor shiows; 1159% K-12
Increasenr2009=1.0; pPul:

Tihat 1s from the reduced 2008-09
pbase

It Includes moere money. to backfill
for less of; preperty taxes and
lottery revenue

Some of next year's moeney must
pay this year's bills
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The Reall Story.

Increase: $4.4 B
Backfill for 08-09
one-time solutions: $5.1 B

Net year-to-year. change: -$0.7' B
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Loss off COLA plus direct
cuts to the revenue limit
means, that revenue limit

funding will be 16.2% below
statutory: levels in 2009-10.
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Elexibiliy: Proposals

Categorical funds

Routine maintenance
Deferred maintenance
REsernve reqguirements
Shorter schoeollyear (2009-10)
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Viandates

Suspend all'K-12'mandates except:

— Interdistrict transfers ($6.3 million)
— CAHSEE ($7.1 millien)
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More Information

csha.org

dof.ca.goV
|ao0.ca.gov
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