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FY 09-10 BUDGET REVISION--  LOCAL PUBLIC SAFETY GRANTS WEATHER THE STORM BUT THE STATE’S RECAPTURE OF LOCAL DOLLARS WILL ERODE COMMUNITY SERVICES


With the state on the brink of insolvency, exhausted lawmakers finally presented a hard-to-satisfy Governor with an FY 09-10 budget revision, amending the previous FY 09-10 budget approved in February.  The current version patches a $26 billion deficit with deep spending cuts, capture of local tax dollars and juggling of revenue collections and payout dates. The “deal that nobody likes” will allow the state to satisfy IOU holders and will wipe some of the mud off California’s battered credit rating.  Democrats were able to restore funds to human service programs that the Governor, and many Republicans, had sought to eliminate completely— including CalWorks, Healthy Families and In-Home Services.  Nevertheless, cavernous cuts were made in education, health and social service programs.

Pledges made earlier this year--  to staunch the annual bleeding with structural budget reforms—were cast aside as lawmakers struggled to send a budget to the Governor before California’s credit rating descended into junk territory. After the all-night session that wrapped this budget deal, Assembly Speaker Karen Bass said that lawmakers were just “throwing grenades out of their foxholes” and were not even thinking about how to manage future deficits.

In all (including the February budget), lawmakers have cut, taxed, borrowed and shifted funds to erase (for now) a whopping $60 billion deficit.  The $24 billion “saved” in this latest round consisted of $ 4 billion in revenue increases (fees, accelerated collections),  $16 billion in program cuts and about $4 billion in borrowing from local government and other fund shifts.    Some of the largest adjustments carry a future price tag—for example, the state has promised to restore the funds borrowed this year from local government and education.

After getting the budget package from the Legislature, Governor Schwarzenegger used his veto power to eliminate another $500 million in spending, including deeper cuts to education and children’s health and welfare services.  Unhappy with what they view as this cruelest blow, some lawmakers and program advocates are promising to sue the Governor, based on the claim that changes to an already-adopted budget (the February version) are not subject to line-item veto under state constitutional provisions.  It remains to be seen whether these lawsuits will result in restoration of any of the funds that were penciled out by the Governor.
Children’s programs hit hard

In this budget round, state-funded children’s programs suffered deep cuts in just about every conceivable program area. Some of the major reductions (including Governor’s vetoes) were: 
· K-14 education:  Cut $ 6 billion

· Healthy Families (children’s health): Cut $275 million
· Children’s mental health:  Cut $ 95 billion from EPSTD/Special Ed services
· Medi-Cal:  total cut  $ 1.4 billion

· Cal-Works (welfare-to-work):  Cut $ 510 million

· Child welfare services:   Cut $ 80 billion (Governor’s veto)
· Foster care—10 percent across-the-board cut in payments to providers

· Regional center services for disabled children:  cut $50 million (Governor’s veto)

This is only a partial list, not even accounting for losses of local government funds that support a range of community services to children and families.  Democratic leaders, in particular, held their noses as they voted for the cuts. Quoted in the LA Times, Assembly Speaker Bass said: "This is the most painful political experience I've had in my life, to make the cuts in the safety net at a time when people need the support more than ever." 
Squabble over corrections:  Republican challenge to CDCR cuts nearly wrecked the budget deal. Details are deferred until August

The California Department of Corrections and Rehabilitation (CDCR) has been the fastest-growing sector of the state General Fund budget.  This time around, lawmakers agreed on a $ 1.2 billion “unallocated cut” that would, with other adjustments, bring the Department’s total budget down to $8 billion this year,  from a sky-high $10 billion in FY 08-09.  Last minute wrangling over just how the $1.2 billion would be whittled out of corrections nearly derailed the budget deal on July 20.  Republicans balked at the Administration plan to enact cuts by releasing 27,000 adult prisoners before their sentences expired. The CDCR plan included early release of old, sick and lower-risk prisoners; deportation of undocumented prisoners; a higher dollar threshold for prison-eligible property crimes; new time credits for inmates in rehab programs; and other bed-reduction strategies. Republicans vowed to unwind the budget deal if this plan went forward. To avoid a new budget trainwreck, lawmakers agreed to defer decisions on how to implement the CDCR budget cuts until they return from their summer recess in August. Then, legislative approval of a prisoner release plan will require a simple majority vote.

The state Division of Juvenile Facilities was not singled out in this budget cycle for specific budget cuts.  Still, DJF may have to sacrifice institutions or positions to help CDCR meet the $1.2 billion in pending cuts that will be figured out in August.  In July hearings, the Farrell court (which oversees the settlement of the Prison Law Office suit against DJF) granted its court-appointed experts additional authority to overhaul the slow-to-change institutional makeup of DJF, and some capacity reductions may emerge from this shift of planning away from DJF administrators. Pending bills could also lower the state’s youth correctional population in future years, by changing “time-add” policies and by moving youth to parole before they have exhausted all available confinement time.  Though conservative lawmakers oppose any plan that smacks of “early release” for adult prisoners, the legislature has already downsized the state’s costly youth corrections system by moving all non-violent offenders to county programs and facilities (SB 81 in 2007).
One corrections program that did not escape the budget ax was the Proposition 36 drug-offender program.  Prop 36 funds for drug treatment and alternative-to-incarceration programs were zeroed out of this state budget. 

After school funds fly under the radar again

Once again, Proposition 49 After School Education and Safety Act (ASESA) funds emerged unscathed from the fusillade of this year’s budget battle.  Proposition 49 was sponsored Arnold Schwarzenegger, as candidate-for-Governor, and was approved by voters in 2002.  At full impact, the initiative allocates $550 million per year in state General Funds to a range of before- and after-school programs administered by local education agencies. The programs have a crime prevention focus, as they are intended to provide school-age youth with learning and recreational activities during juvenile crime “prime time”  after-school hours.
As California sank into a series of budget deficits, various lawmakers sought to amend Proposition 49 to lower its spending threshold and to allow its funds to be spent more flexibly to meet changing local needs.  The Legislative Analyst Office (LAO) characterized Proposition 49 as a permanent drain on state general funds and recommended sending it back to voters. Under the terms of the initiative, state voters must approve any change in its minimum funding guarantee of $550 million per year.  The Governor—proud of his Prop 49 victory—has blunted all attempts to let voters reconsider the ASESA, vetoing bills that would put Prop 49 back on the ballot and discouraging other efforts to modify the measure. This year, Proposition 49 cuts were not part of the discussion,  even as the Governor and lawmakers put other voter-approved initiatives on the chopping block.  In May, they asked voters to transplant hundreds of millions of dollars in dedicated Children’s First Five Initiative (Prop 10) and Mental Health Services Act (Prop 63) funds to patch holes in the state General Fund. Voters rejected these and all other major budget initiatives in the May election.  Proposition 49, meanwhile, goes forward at or near its voter-approved full-funding level.  Its minimum spending guarantee can be reduced if Proposition 98 revenues fall below 2001 spending thresholds, or if Proposition 98 is suspended (as it almost was this year), but so far these triggers have not posed any serious obstacle to full funding for the state’s after school program.  

Youth crime prevention and violence prevention programs:  no change in funding levels from February
Last February’s budget accord made significant changes in state subventions of local probation and youth crime prevention services. Apparently satisfied with the work done in February, lawmakers let these adjustments stand without imposing additional cuts.   However, as reported below, the budget package does amend SB 81, the juvenile justice realignment act of 2007, by mandating new accountability provisions for counties spending Youthful Offender Block Grant funds.
Three major state revenue streams support a wide range of county-level programs for youth crime and violence prevention. These include:

· The Schiff-Cardenas Juvenile Justice Crime Prevention Act (JJCPA).  This program, initiated in 2000, has provided counties with an average of $ 100-120 million per year for probation and youth community service programs.  Positive annual evaluations along with strong law enforcement support have helped to sustain these appropriations through budget deficit years.

· Juvenile Probation and Camp Funds (JCPF).  These former federal TANF funds, sending about $200 million per year to counties for juvenile justice programs and facilities, were moved into the state general fund in 2005. The appropriations go directly to county probation departments.

· Youthful Offender Block Grants (YOBG) were established in 2007 as part of the major juvenile justice reform bill (SB 81) that moved all non-violent juvenile offenders out of the state Division of Juvenile Facilities (DJF) and into county-level programs and facilities.   These payouts have increased each year as state youth facilities have returned non-violent inmates to county control. In FY 09-10, counties were slated to receive $92 million in YOBG grant funds.  

In all, these three revenue streams provide counties with nearly $ 400 million per year.  Counties have become heavily dependent on these subventions to support, not only core juvenile justice operations, but also related community-based services for children and families.  Some critics have taken aim on these funds, seeking to cut the state payout or to consolidate separate grant programs they view as fragmented or redundant.  Both the Little Hoover Commission and the state Legislative Analyst have recommended combining or streamlining these subventions in various ways.

In February, the legislature approved a major overhaul affecting two of the three major state juvenile justice subvention grants.  Both the JJCPA and JCPF grant programs were moved from state general fund support to a new and dedicated funding source-- Vehicle License Fees (VLF). A VLF increase of .15% will support a set of local law enforcement grants in the future, including JJCPA and JCPF.  This new VLF tax, and the special public safety fund, would have become permanent had voters approved Proposition 1-A in May, which they did not. As a result, the new arrangement will sunset in 2011.  As that deadline approaches, lawmakers will have to reconsider their rearrangement of local public safety grants.  The deadline is also likely to revitalize the debate over consolidation of state payouts for local youthful offender programs.

The July budget accord did not alter the VLF deal reached in February for local public safety grants. However, VLF revenue collections are sagging in the current economy, reducing the total amount available for distribution to local probation and law enforcement agencies.   SB 81 grants were not included in the February budget shift to VLF; and YOBG is fully funded for FY 09/10 at $ 92 million.

Even though these appropriations survived the July budget revision, the programs funded locally with these dollars have no guarantee that they will be sustained at prior-year levels.  Massive cuts in local revenues, including the state’s take-back of local property tax and redevelopment funds, will inevitably reduce local service capacity.
Violence prevention advocates have also been tracking appropriations to the new state Office of Gang and Youth Violence Policy.  Two years ago, the office was created by the Governor and lawmakers to respond to outbreaks of gang violence in major California cities.  Paul Seave, former head of the Attorney General’s anti-violence program, was appointed to head the new office and to oversee the distribution of $10 million in local grants for a range of gang outreach and abatement programs.  For FY 09/10,  the Office managed to sustain its grant program at a revised level of $ 9.2 million for competitive gang violence reduction grants to cities..  Pending legislation (AB 1439, Solorio) seeks to reposition the Governor’s gang office as a state command post to “consolidate and streamline existing state agency gang and youth violence grant programs”. 

The table below reflects the current status of the major youth crime and violence prevention grant programs, as of July 2009, for FY 09/10 and for the prior two budget years.

	Program
	FY 07/08

Final Budget
	FY 08/09 

Final Budget

(Feb. 2009)

 with VLF backfill)
	FY 09/10

Final Budget
(July 2009)

with VLF backfill

	Juvenile Justice Crime Prevention Act 
	$ 119 million
	$82 million
	$107 million

	Juvenile Probation  & Camps Program 
	$ 201 million
	$ 139 million
	$ 181 million

	Youthful Offender Block Grants (SB 81) 
	$ 24 million
	$66 million
	$92 million

	CalGRIP grants (CalEMA) 
	$ 10 million
	$ 10 million
	$ 9 million


Budget bills include SB 81 (Juvenile Justice Realignment) changes that will increase county accountability for Youthful Offender Block Grants 
SB 81 is the 2007 reform measure that banned commitments of non-violent youth to state youth corrections facilities. The reform responded, not only to long standing complaints about the treatment of youth in state custody, but also to soaring costs at DJF resulting from Prison Law Office litigation and court-ordered upgrades in DJF programs and facilities.  By 2007, the state Department of Finance pegged the annual cost of housing a youthful offender in DJF at $ 218,000 per year.

The solution embraced by the Legislature, the Governor and counties was to move all nonviolent youth out of DJF, into county programs and facilities. To pay for the caseload shift, counties would receive annual Youthful Offender Block Grant (YOBG) funds, amounting to $92 million statewide for the current fiscal year.

SB 81 has had the desired effect of dramatically reducing the incarcerated DJF population, from 2,500 inmates prior to enactment to about 1,600 institutionalized youth today.  The state has achieved its objective of reducing state youth correctional costs, while the counties have benefitted from a significant annual payout to accommodate the shifted offender caseload.
SB 81 gave counties wide latitude in how they could spend SB 81 funds. There was no anti-supplantation clause (prohibiting using grant funds to patch existing programs). There was no requirement that counties report how they spent grant funds, and no annual plan submission requirement. Nor were any performance outcome measures imposed on YOBG-funded programs.

This rather loose-reined setup caused Little Hoover Commission investigators and others, like the Prison Law Office, to question how counties were using SB 81 funds.  Reports surfaced that some counties were simply pushing returned DJF youth into onto banked adult probation caseloads, offering no real services, while spending SB 81 funds on items like police flak vests, or simply using the funds to supplant local probation salaries.  Supporters of realignment worried that reports of errant spending could sink prospects for sustaining Youthful Offender Block grants in future years.   Some lawmakers, in budget committee hearings, asked openly for evidence about how nearly $100 million per year in state juvenile justice funds was being spent.
This year, lawmakers filled the accountability gaps in SB 81 by adding new requirements. Counties went along with the changes, indicating that the additional work burden was justified by the need for transparency and by the county interest in evidence-based programming. The amendments (lodged in SB 13X4), make the following changes effective in 2010:

· Counties must file annual YOBG spending plans with the Corrections Standards Authority.
· Counties must report annual YOBG expenditures to the Corrections Standards Authority.

· Counties must track and report performance outcomes for YOBG-supported programs. The performance measures are nearly identical to those which counties must track for programs supported by Schiff-Cardenas (JJCPA) funds.  CSA is authorized to adjust the performance measures as necessary to accommodate county data and case management limitations.

These new rules mirror, to a large extent, spending requirements for JJCPA grants. However, because the two grant streams serve different caseloads and somewhat different objectives, the changes in SB 81 do not fully conform the two grant programs. For example, JJCPA prohibits using funds for supplantation, while YOBG does not. In addition, JJCPA funds are allocated by county juvenile justice stakeholders (Coordinating Councils), while YOBG funds are allocated by county supervisors through their probation departments.  ◘
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