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Governor Gavin Newsom’s first State Budget lays the groundwork and signals his governing
philosophy and outlook for the next four years
The economy continues to outperform expectations, but the recovery from the Great Recession
is in its tenth year and some fear a downturn is looming
The growth in Proposition 98 for 2019-20 is meager even though state revenues are outpacing the
forecast
Local educational agencies (LEAs) will continue to face budget challenges as Local Control
Funding Formula (LCFF) funding flattens and costs rise
The education budget contains some new proposals, but Governor Newsom’s early childhood
education initiative will take center stage
Accountability remains a priority as the California School Dashboard (Dashboard) and other
metrics continue to evolve

Proposition 98 Growth is Slowing
During the recovery years, Proposition 98 provided multi-billion dollar increases as the
Maintenance Factor was paid off and strong General Fund revenue growth drove the guarantee
higher
The Governor’s Budget reveals that the good times for education are behind us
Proposition 98 growth in 2019-20 is just 3.6%
Declining statewide enrollment will partially offset growth related to General Fund revenue
gains
Slow revenue growth with increasing costs means more strain on LEA budget

Accountability in 2019
Governor Newsom has indicated that he intends to continue former Governor Brown’s signature
school funding program and believes that continued successful implementation of the LCFF and
its accountability and continuous improvement system are key next steps for the state’s public
education system
With the Dashboard now in place and the LCFF officially meeting its funding targets in fiscal year
2018-19, there will be a much larger emphasis on outputs and accountability for the K-12 system
moving forward
Policymakers and stakeholders will become increasingly interested in the LCFF’s efficacy
How and when will we know if it is working?
New transparency requirements and 2018-19 State Budget investments in technical assistance,
community engagement, and Multitiered Systems of Support (MTSS) bring us one step closer to
reaching the state’s aspirational goal of a single coherent system of support

Overview of the State Budget
and the State Economy

UCLA’s Economic Outlook
UCLA economists forecast a “3-2-1” economy
3% GDP growth in 2018
2018 second quarter U.S. GDP was 4.1%
2% GDP growth in 2019
1% GDP growth in 2020
However, as the economy slows, the chances of a
recession increase
One-sixth chance of a recession in 2019
One-third chance of a recession in 2020

The California Economy
The California economy continues to grow but at a slower rate than the immediate years
following the Great Recession
Continued growth of the economy will rely on three major factors, which
may be difficult to achieve
The Budget assumes steady job growth
and a more balanced
distribution of wage
increases across
Job growth
all workers

Increasing
wages

Contained
inflation

The Rest of the State Budget
As expected, Governor Newsom has several progressive initiatives outside of the K-12 budget,
some of which would affect LEAs as employers
Expands the Paid Family Leave program, with the goal of ensuring that all babies can be
cared for by a parent or a close family member for the first six months
Moves towards universal health care by increasing subsidies and expanding coverage to
reduce the number of uninsured, which will be funded by revenues generated by establishing
a state individual mandate
Spurs housing development to address the state’s affordability crisis and promote economic
growth through $1.3 billion in one-time funds
Supports increased higher education enrollment, improved time to degree completion, and a
tuition freeze

Proposition 98
.

Proposition 98 Funding Over Time
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2019-20 Local Control Funding Formula

The State Budget proposes $2 billion towards LCFF to fund the 3.46% statutory COLA
This brings LCFF funding to $63 billion (up from $61 billion in 2018-19)
2019-20 LCFF growth provides an average increase in per-pupil funding of an estimated $343 per
ADA, or 3.37% (individual results will vary)

2019-20 LCFF Funding Factors
The K-12 COLA is 3.46% for 2019-20 and is applied to the LCFF base grants for each grade span
Grade Span

2018-19 Base Grant
Per ADA

3.46% COLA

2019-20 Base Grant
Per ADA

K-3

$7,459

$258

$7,717

4-6

$7,571

$262

$7,833

7-8

$7,796

$270

$8,066

9-12

$9,034

$313

$9,347

2019-20 LCFF Funding Factors
Supplemental and concentration (S/C) grants are calculated based on the percentage of an LEA’s
enrolled students who are English learners, free and reduced-price meal program eligible, or
foster youth – the unduplicated pupil percentage (UPP)

Grade Span

2019-20 Adjusted
Grants Per ADA

20% Supplemental
Grant – Total UPP

50% Concentration
Grant – UPP Above 55%

K-3

$8,520

$1,704

$4,260

4-6

$7,833

$1,567

$3,917

7-8

$8,066

$1,613

$4,033

9-12

$9,590

$1,918

$4,795

CalSTRS – Employer Contributions
The State Budget recognizes the cost pressures LEAs face with rising the California State
Teachers’ Retirement System (CalSTRS) employer contribution rates

$3 billion
one-time
non-Proposition 98
to reduce liabilities
for employers

$700 million to reduce the
employer contribution rate in
both 2019-20 and 2020-21
$2.3 billion towards employers’
liability, which is expected to
reduce the
out-year employer contribution
rate by approximately 0.5%

CalSTRS Employer Contribution Rates – Current Law
Versus Governor’s Proposal
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*Beginning in 2021-22, the CalSTRS Board has authority to increase/decrease the employer contribution rate (with some restrictions) to fully fund the unfunded
liability by 2046

Discretionary Grant Funding
During the last four years of the economic recovery, school districts have experienced major
upward revisions of the current-year Proposition 98 guarantee, providing huge one-time
discretionary grants in the following year
2018-19: $1.1 billion or $184 per ADA
2017-18: $877 million or $147 per ADA
2016-17: $1.3 billion or $214 per ADA
2015-16: $3.2 billion or $530 per ADA
In contrast, the Governor’s Budget indicates that Proposition 98 has been revised downward in
the current year and therefore no discretionary grant funding is proposed for 2019-20
Nor does Governor Newsom use other one-time funds for discretionary grant funding

Mandate Block Grant
.

All school districts, charter schools, and COEs are eligible to participate in the Mandate Block
Grant (MBG), notwithstanding the applicability of state mandates on their operations
The rates for 2019-20, inclusive of the 3.46% COLA, are as follows:
Grade Span
K-8
9-12

School Districts Charter Schools

COEs

$32.24

$16.90

$33.32

$61.90

$46.79

$62.99

The Governor’s Budget makes no changes to the mandates recognized for funding under MBG

Facilities Funding
.

The State Budget includes:

$750 million
$1.5 billion
Sale of Proposition 51
bond funds for the State
Facility Program, including
New Construction,
Modernization, CTE
Facilities, and the Charter
School Facilities programs

$1.2 million
Ongoing Proposition 51
bond funds and State
School Site Utilization
Funds for ten positions in
the Office of Public School
Construction

Additional one-time nonProposition 98 General
Fund for the Full-Day
Kindergarten Facilities
Grant Program (added to
$100 million in 2018
Budget)
Project savings may fund
other activities that reduce
barriers to providing fullday kindergarten

Early Access to Care and Education

Kindergarten
and
Universal
Preschool

Full-Day Kindergarten

Full-Day Preschool

Addresses facility barriers to full-day
kindergarten
Administered by the Office of Public
School Construction

$124.9 million for full-day non-LEA
State Preschool slots with the goal of
adding 200,000 more slots by 2021-22

An estimated 750 new classrooms and
1,400 retrofitted classrooms

$750 million*

Shifting $297.1 million for non-LEA
part-day slots from Proposition 98 to
allow community-based providers to
access full-day, full-year
Eliminates demonstration of family
need for full-day preschool

$422 million*
*Non-Proposition 98 funding

Legislative Agenda for 2019 – Education Priorities
.

Early Childhood Education
Investments include universal preschool for all low-income children
Facilities
Put bond measures on the 2020 and 2022 ballot for preschool through university facilities
LCFF
Increase the LCFF base grant targets to adequately fund a rigorous education program
Special Education
Equalize AB 602 funding across districts and provide additional funding for preschoolers
with disabilities and students with severe disabilities
Charter schools
Strengthen charter petition and renewal criteria
Enforce transparency and accountability requirements

Accountability in 2019
As our accountability and continuous improvement system matures, there will be increased
emphasis on outputs
Inputs still matter – but what is the return on our investments?

Investments = Results

Local Agency Reserves
Underestimated state revenues resulted in one-time funds owed to LEAs
However, reserves increased in the past will quickly subside
A larger reserve is recommended because of:
State economic crisis
Fast growth
Smaller district
Declining enrollment
Deficit spending
Basic aid district
Remember, the state-required minimum reserve is just that – a minimum
All local agencies in California need more

Declining Enrollment
Impact of ADA Decline
Proportional Layoff

Income Loss
 114 ADA decline at $10,000
each – yields marginal
revenue loss

 120 students requires 5 teachers at 24:1
 Five teachers times cost per novice
teacher yields savings of:
$350,000
($70,000 per teacher, including
benefits, x 5 teachers)
 Miscellaneous savings ($438/ADA) $50,000

Lost Revenue:

$1,140,000

Total proportional savings:

$400,000

Proportional layoff leaves a $740,000 deficit. In this example, 11 more
teachers would need to be laid off to cover the decline. Program cuts
would be required.
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