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Brown budget will spare schools if voters
extend tax hikes

'w SPENDING CUTS

TAX INCREASES

In June, voters would be asked to
extend for five years tax hikes that the
Legisiature approved two years ago.

$1.7 billion
$1.7 billion
$1.5 billion
$1.4 billion

S$750 million  In cuts to services for the developmentally disabled.
S$486 million From In-Home Supportive Services

In cuts to Medi-Cal, the heaith care program for the poor.

In cuts to CalWorks, the welfare-to-work program.
In cuts to community colleges and the UC and CSU systems,

A temporary sales tax
increase

1%

Atemporary increase in the

0.5% vehicle licensing fee, bringing In pay cuts for state workers in bargaining
it up to 1.15% of a car’s value, 3308 million groups now without a contract. ————y
A temporary income tax In cuts through “reorganizations, 2%%‘:,2“&;?:::1
0.25% | surcharge. Some tax credits consolidations and other efficiencies.” see what happens
would be reduced $200 million | inciuding eliminating at least aifthe | otere cont
96,000 state-issued cell phones used agree to extend
loyees.
rC“ o by state employe: taxincreases
! Then the state
e $4.5 billion Other cuts would have to
D) ~N [ come up with an
TOTAL: $12BILLION R >\ kg Arbol
A in spending cuts.
{ TOTAL: $12.5 BILLION )\
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Economic Forecast
LAO

PROJECTED The California and national economies entered 2011 in the midst of a weak recovery from
W CBO estimate :Vs"‘m':m":“* the worst recession of the post-World War |l era. A sharp rebound does not appear likely.
Rebuilding household balance sheets requires restrained consumer spending; and that
restraint in turn will provide for only modest job growth for some time.

THE FORECAST

'09 '10 "11 °12 '13 '14 '15 '16 "17 '18 '19

The loss of confidence in Greece, and most recently Ireland, presents the possibility of a (
spreading debt crisis whose fallout, although nearly impossible to anticipate at this point,

could potentially rival the financial meltdown that struck the United States at the end of

2008. At the very least, the austerity measures proposed to deal with these crises will

place a significant drag on European economic growth and put downward pressure on

demand for U.S. exports.

The outlook for the national economy is for tepid growth in 2011, followed by moderate
growth in 2012 and 2013. Real Gross Domestic Product is projected to grow by

2.2 percent in 2011, 2.9 percent in 2012, and 2.7 percent in 2013. After falling 0.5 percent
in 2010, nonfarm payroll employment is forecast to grow 1.0 percent in 2011, 1.8 percent
in 2012, and 1.9 percent in 2013.

—White House: -$1.75 trillion

THE ORANGE COUNTY

i REGISTER California Debt Crisis, Muni Bonds At Real Risk of Default
State’s economic forecast fifth-worst in U.S. The Market Oracle
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Sources of Revenue for California's K-12 Schools
(As a Percent of Total)
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Public education in California faces
perilous 'funding cliff’
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GOVEI’I‘IOr 201 0 Let’s get California working again

Absent Permanent Solutions State's Budget Gaps Have Been Reduced
. ) ) : to $10 Billion Annually
Deficits Will Persist for Years (Dollars in Billions)
General Fund (In Billions) $0.0 1
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® Annual Operating Shortfall Carry in Deficit from 2010-11

Source: Legislative Analyst's Office

2011-12

! GOVERNOR’S BUDGET

' May Revision

Edmund G. Brown Jr. Governor, State of California

SLos Anaeles Times

California's credit rating cut to lowest of all 50 states
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Governor 201 0 Let’s get California working again

Very Modest
Recovery Forecast

Years After Employment Peak
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Source: Legislative Analyst’s Office
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4. Inadequate Budget Development*
Flawed multi-year projections
Poor cash flow analysis and
reconciliation™”
** Represents the 15 conditions that have been found most frequently to indicate fiscal distress

K-12 Deferrals Now $9.4 Billion

(In Billions)

] New Deferrals
[ Existing Deferrals

01-02 02-03 03-04 04-05 05-06 06-07 07-08 08-09 09-10 10-11 11-12
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Delayed Principal Apportionment Funding
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Blue ongoing (Education Code 14041.5, 14041.6)

' Red - one-time, pursuant to ABX8 14 (May be moved from prior month or delayed to the subsequent month). Orange— one-time deferrals based on Cash Management Trailer Bill Language for the

Total amount of deferrals of 2010-11 K-12 intra-year not to exceed $2.5 billion at any given time and must be Gwermr’s 11-12 January Budget Proposal, same as ABX8 14 deferrals.

paid back by April 29, 2011. (Government Code 16326(a))

Green - ongoing deferrals based on the Education Trailer Bill Language for the Governor’s 11-12 January
Budget Proposal, subject to change.

Note: This deferral chart only shows principal apportionment funding and DOES NOT
include the $570M K-3 CSR deferral.
February 7, 2011
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THE LATEST ON CALIFOﬁNIA POLITICS AND GOVERNMENT

February 14, 2011
Legislative analyst identifies massive cuts if taxes fail

As was expected, the alternatives are grim - $4.5 billion less for K-12 schools than Brown proposed, as well
as a $1.7 billion reduction to universities and community colleges. The Analyst's Office also laid out $2.6
billion in cuts to corrections and courts, $1.2 billion in health and social services reductions, $1.8 billion in
cuts to "general" state and local government operations and $1.7 billion in cuts to transportation and
resources.

Jason Sisney, LAO director of state finance, emphasized that his office was not necessarily

recommending the cuts, but offering options that responded to a hypothetical suggested by Leno.

"We tried to score savings we thought were realistic under the law,"” Sisney said. "We attempted to identify
as many options that would avoid touching core programs as much as possible.”

Here's a sampling of what the Analyst's Office proposed as alternatives to higher tax extensions proposed
bv Brown (savings in parentheses):

K-12 Schools
-- Eliminate K-3 class size reduction (S$1.275 billion)
-- Require that kindergarteners be 5 vears old at enrollment in 2011-12 ($700 million)
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THE NEV ALIFORNIA OVERMNMENT AND PO

Lawmakers push schools to show what an all-cuts budget looks like

State Schools Chief Tom Torlakson to Districts: Plan for the Worst

3 :'77":; NI pepartment

¥ ED U CATIO N Superintendent Seeks to Gauge Impact of $4.5 Billion in School Cuts

SACRAMENTO—State Superintendent of Public Instruction Tom Torlakson is warning school districts to plan for the worst
and took steps to tally the impacts on California schools if the state's temporary taxes expire July 1.

guardian.co.uk

Wall Street shares slump as S&P
downgrades US debt outlook

Ratings agency cuts long-term outlook from stable to negative for
first time since Pearl Harbor attack 70 years ago

School administrators warn of 160-day year

10



Contra Costa Impact

District

ACALANES
ANTIOCH
BRENTWOOD
BYRON

CANYON

JOHN SWETT
KNIGHTSEN
LAFAYETTE
LIBERTY
MARTINEZ
MORAGA

MT. DIABLO
OAKLEY
ORINDA
PITTSBURG

SAN RAMON
WALNUT CREEK
WESTCONTRA COSTA

Instructional Days

10/11 178 days
180 days
10/11 180 days
177 days
180 days
10/11 178 days

11/12 176 days
10/11 180 days
178 days
180 days
10/11 177 days

10/11 180 days
180 days
10/11 179 days
180 days
180 days

District

ACALANES
ANTIOCH
BRENTWOOD
BYRON
CANYON
JOHN SWETT
KNIGHTSEN
LAFAYETTE
LIBERTY
MARTINEZ
MORAGA

MT. DIABLO
OAKLEY
ORINDA
PITTSBURG
SAN RAMON

WALNUT CREEK
WESTCONTRA COSTA
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« Certification

positive to qualified

postive to qualified

remains positive

remains positive
positive to qualified

positive to qualified
positive to qualified

remains positive

remains positive

* Assumes all cuts budget with $800 ADA reduction and no additional corrective action 11



May Revise — News

Gov’s “May revise” forces switch to budget tax plan

1. | Julie Small | KPCC

TAXES

Brown hopes to hold a special election asking voters to extend a series of temporary increases to
the sales, personal income and vehicle taxes. Because all the taxes will expire by July 1, Brown
hopes the Legislature will temporarily approve the tax increases until a special election could be
held, possibly in the fall. The proposed tax solutions are:

EDUCATION

_ K-12 funding will rise by about $3 billion under the voter-approved Proposition g8, bringing
total school spending to $66 billion, or $38.7 billion from the general fund. That represents
about 43 percent of all general fund spending. It would be the highest education guarantee since
the 2007-08 fiscal vear.
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Tough Budget Spot for Governor (No Plan B) Brown

MAY
19 |16

Governor’s May Revision Ties $1 Billion CSU Cut to Tax Extensions

12



