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Senate Budget Committee Approves Budget Plan 

Shortly after each Senate budget subcommittee held a hearing on Governor 

Gavin Newsom’s May Revision, the full Senate Budget and Fiscal Review 

Committee met on Thursday to approve the actions from the subcommittees 

and pass the Senate’s version of the 2020–21 State Budget. 

The committee voted to reject almost all of Governor Gavin Newsom’s 

proposed education reductions in the May Revision and some of the significant 

K–12 provisions including: 

 Fully funding the Local Control Funding Formula, including the 2.31% 

cost-of-living adjustment (COLA) 

 Providing an average daily attendance hold harmless for local educational 

agencies in the 2020–21 fiscal year and requiring distance learning in the 

event of school closures 

 Amending the Governor’s special education proposal to provide $545 

million to increase AB 602 base rates and $100 million for a low-incidence 

disabilities cost pool 

 Funding K–12 categorical programs at their 2019–20 levels, including all 

Career Technical Education programs and the After School Education 

Safety Program 

 Maintaining and applying a COLA to the Standard Reimbursement Rate for 

State Preschool and full-day State Preschool add-on rate 

 Eliminating the statutory growth reduction for State Preschool slots 

The committee’s budget rejects the $8.1 billion reductions in Proposition 98 

funding that Governor Newsom has proposed in his May Revision. Rather than 

implementing a strategy similar to the Governor’s “trigger off” plan, which 

would essentially backfill the May Revision cuts if additional federal dollars 

materialize, the Senate’s plan assumes that additional federal funding will be  
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available, but includes a “trigger on” solution that would reduce spending in the event that the federal 

government does not approve an additional stimulus package. 

However, even if federal funds do not materialize, the Senate’s proposed trigger cuts would not be applied 

to Proposition 98 or health and human services. In the event that the federal government does not provide 

more aid to state and local governments, the Senate proposal would convert an additional $5.3 billion of 

Proposition 98 funding into a deferral, which would preserve K–14 programmatic funding. 

The committee also approved placeholder trailer bill language for its budget proposals, which gives them 

flexibility to make changes to the implementing language of the 2020–21 State Budget as it continues to go 

through the process. It’s important to remember that the Legislature only needs to approve the State Budget 

Act by the June 15 constitutional deadline, while budget trailer bills can be approved days or even weeks 

after the main budget bill has been passed. 

The budget plan approved by the Senate Budget and Fiscal Review Committee will need to be passed by the 

full Senate to officially make it the upper house’s version of the 2020–21 State Budget. We still do not know 

when the Assembly Budget Committee will approve its budget plan and how much it will differ from what 

the Senate is proposing, though we understand its intention is to complete this process next week. There are 

rumors that the Legislature is looking to avoid going into a Budget Conference Committee this year, but the 

only way for them to circumvent that step is for the two houses to pass an identical budget. Additionally, 

Governor Newsom will likely work with legislative leadership, Senate President pro Tempore Toni Atkins 

(D-San Diego) and Assembly Speaker Anthony Rendon (D-Lakewood), on a final budget compromise that 

will look to limit any potential line-item vetoes from the Governor.  

Assembly Bill Amended to Raise Money for Schools and Local Government 

Last Monday, May 18, the Assembly Budget Subcommittee on Education Finance held a hearing to discuss 

Governor Newsom’s May Revision and ask questions of the Department of Finance (DOF), Legislative 

Analyst’s Office, and the California Department of Education.  

A number of legislators pressed the DOF on what the Governor’s alternative plan is should the federal 

government not come through with additional aid. While the DOF conceded that they do not have any other 

plans aside from what’s detailed in the May Revision, the committee floated possible avenues that the state 

could take to raise revenue for education including raising taxes or placing an initiative before voters for the 

November General Election. 

While not on the subcommittee that raised these potential revenue generating ideas, Assemblymember 

Kansen Chu (D-San Jose) gutted and amended Assembly Bill (AB) 328 yesterday into an employee “head 

count” tax bill that would raise revenue for schools and local government. AB 328 would impose a tax on 

businesses with more than 500 employees at a rate of $275 per employee. The revenue would be deposited 

into the COVID-19 Local Government and School Recovery and Relief Fund, and would be allocated to 

counties to distribute in the following manner:   

 20% to the county  

 30% distributed among the cities within the county 

 50% distributed among regions in the county based on city boundaries and then each city would distribute 

the funds in equal shares among the K–12 school districts that operate in their jurisdiction 
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Since the bill is a tax measure, it needs to clear a supermajority threshold in both houses of the Legislature. 

While the Democrats have the votes required to raise taxes, many moderate Democrats may be uneasy 

supporting a tax increase, especially after Senator Josh Newman was recalled by voters in 2018 for his 

support of Senate Bill 1 (Chapter 5/2017), which raised the state’s gas and diesel taxes. However, since this 

tax would only affect large companies with more than 500 employees and the gas tax affected all 

Californians, it might make moderate Democrats more likely to support the measure than if it was a regressive 

tax proposal. 

 

Leilani Aguinaldo 
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HEROES Act Faces an Uphill Battle in the Senate 
 

By Kyle Hyland  

School Services of California Inc.’s Fiscal Report 

May 26, 2020 

 

On Friday, May 15, 2020, the U.S. House of Representatives approved a $3 trillion stimulus package dubbed 

the Health and Economic Recovery Omnibus Emergency Solutions (HEROES) Act, which is a follow-up 

COVID-19 relief package to the $2.2 trillion Coronavirus Aid, Relief, and Economic Security (CARES) Act 

that was signed by President Donald Trump in late March (see “$2.2 Trillion Federal Stimulus Package for 

COVID-19 Signed Into Law” in the March 2020 Fiscal Report). The HEROES Act includes additional state 

and local aid, another round of direct payments to Americans, pay raises for front-line workers, and an 

extension of the $600-per-week unemployment compensation until January 2021.  

For education, the HEROES Act creates a $90 billion State Fiscal Stabilization Fund for the U.S. Department 

of Education to distribute to states for K–12 and higher education. About 65% (approximately $58 billion) 

is earmarked for K–12 education, which would be passed through states to local educational agencies for 

grants that would provide similar flexibility as those allocated under the Elementary and Secondary School 

Emergency Relief (ESSER) fund from the CARES Act. The legislation also includes $1.5 billion to help 

schools and libraries provide internet services through an Emergency Connectivity Fund at the Federal 

Communications Commission and over $10 billion to provide services for families and children through 

various programs including child care.  

While the bill passed the House, it faces an uphill battle in the Republican controlled Senate and from the 

Trump Administration. Senate Majority Leader Mitch McConnell (R-Kentucky) has called for a pause in 

any new relief funding for states and local governments, while the White House issued a veto warning to the 

House of Representatives that if the HEROES Act were presented to the president, his advisors would 

recommend him to veto the measure. However, Senator McConnell did say that discussions for another 

COVID-19 relief bill could take place in June, but the priorities would look significantly different from the 

HEROES Act.  

Governor Gavin Newsom is pinning a lot of hope on additional federal relief in order to prevent the state 

from needing to significantly reduce programs and spending to balance the 2020–21 State Budget. In fact, 

the May Revision includes a mechanism that would “trigger off” reductions if the federal government 

provides sufficient funding to backfill the proposed cuts. 

At a recent budget subcommittee hearing (see “Legislature Begins to Vet Governor Newsom’s May 

Revision” in the May 2020 Fiscal Report), a number of legislators pressed the Department of Finance (DOF) 

on what the Governor’s alternative plan is if the federal government does not come through with additional 

aid. The DOF conceded that while they are open to discussing other ways the state can generate revenue to 

prevent these proposed cuts, they do not have any other plans aside from what’s detailed in the May 

Revision.  

There has been some speculation that the Legislature may look to try and approve a bill to put an initiative 

before voters on the November ballot to raise additional revenue for education; however, the Legislature only 

has until June 25 to move a bill through the legislative process and qualify an initiative for the November 3 

General Election. Another less feasible option that the Legislature has is to levy taxes, which requires a two-

thirds vote. While the Democrats have the supermajority required to raise taxes, it is doubtful that many 

https://www.sscal.com/publications/fiscal-reports/22-trillion-federal-stimulus-package-covid-19-signed-law
https://www.sscal.com/publications/fiscal-reports/22-trillion-federal-stimulus-package-covid-19-signed-law
https://www.sscal.com/publications/fiscal-reports/legislature-begins-vet-governor-newsoms-may-revision
https://www.sscal.com/publications/fiscal-reports/legislature-begins-vet-governor-newsoms-may-revision
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moderate Democrats would support such a proposal, especially after Senator Josh Newman was recalled by 

voters in 2018 for his support of Senate Bill 1 (Chapter 5/2017), which raised the state’s gas and diesel taxes.  

While we do not know if there will be another federal stimulus package or a legislative attempt to raise 

revenue via a ballot initiative or tax, it looks as though the Legislature will explore whatever options they 

can to prevent significant reductions to the State Budget.    
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