
 

 

The Governor’s proposed FY 17-18 budget highlights that the rate of revenue 
growth is slower than previously expected, which would result in close to a $2B 
deficit this year, and in future years. Governor Brown wants to protect the most 
significant accomplishments of the past four years—steady growth for 
education, the creation of the state’s first earned income tax credit, a minimum 
wage that will responsibly increase to $15 per hour, and the expansion of health 
care coverage to millions of Californians. In order to protect these priorities, he 
proposes to pull back on a variety of spending commitments made in last year’s 
budget that remain uncommitted at this time (ex. preschool slots that were to 
begin in April),  and temper anticipated spending increases (child care rate 
increases).  He also believes that we need to build the Rainy Day Fund in 
anticipation of the next recession, which would help to prevent future cuts 
(tempering cuts and huge fluctuations of spending and cuts).  The Governor 
wants to keep FY 17-18 spending flat at the FY 16-17 level. 
 
The proposed budget assumes continuation of federal fiscal policy as we do not 
know what or when changes will be made.  Major changes have been suggested 
by the incoming administration and Congressional leaders that can have 
detrimental effects on our state’s economy.   
 
Child Care in the Budget 

● The Budget Act of 2016 provided a 10% increase in the Standard 

Reimbursement and Regional Market Rates (RMR) at 75th percentile or 

2014 RMR Survey. The increase began January 1, 2017. The FY 16-17 

budget reflects the average of a 5% increase. 

● The Governor’s proposed FY 17-18 budget reflects only an annualized 

5% increase for SRR instead of the promised 10%, RMR is at the 75th 

percentile of the 2014 RMR. 

● There is no Cost of Living Allowance for non-Prop 98 child care, nor for 

state pre-sale. 

● There is a modest increase in cost per case and caseloads for CalWORKS 

Stage 2 and 3 child care 

● Does not budget 2959 State Preschool slots that were to become 

available in April 2018. 

 

These changes provide an estimated savings to the state of $121.4 million in 
general fund dollars and $105.4 in Prop 98 funds. It appears that of the $2 
billion projected revenue deficit, 11% is being balanced out of child care. 



 

 

The proposed budget also includes some efficiencies that were suggested by 
state contractors in Stakeholder (AB 104) focus groups.  These proposed 
efficiencies include: 

● Authorize the use of electronic applications for child care subsidies, 

making it less burdensome for eligible families to access care and more 

efficient for providers to process applications.  

• Allow children with exceptional needs whose families exceed income 
eligibility guidelines access to part‑day state preschool if all other 

eligible children have been served. This allows part‑day state preschool 

providers the flexibility to fill unused slots with other students who 
would benefit from early intervention or education.  

• Align the state’s definition of homelessness with the federal McKinney‑
Vento Act for purposes of child care eligibility. Many providers receive 
both federal and state funds and different definitions of homelessness 
can be confusing.  

 
Not in the stakeholder recommendations, but proposed by the Governor as cost 
savings changes include: 

• Eliminate licensing requirements for state preschool programs utilizing 
facilities that meet transitional kindergarten facility standards, 
specifically K‑12 public school buildings.  The Child Care Licensing 
Division would then not inspect these facilities. 

● Allow state preschool programs flexibility in meeting minimum adult‑to

‑student ratios and teacher education requirements, allowing for 

alignment with similar transitional kindergarten requirements.  This 

could potentially increase the adult-to-child ratio from the current 1 

adult for eight children, to one adult to 24 four-year-old children. 

• Simplify the process by which school districts can align program minutes 
for state preschool and transitional kindergarten.   

 
This is the beginning of a 6 month process. The Governor’s budget is just a 
proposal which will be revised by mid-May. What we see this week can change 
dramatically based on revenue projections, the Legislature’s priorities, federal 
policy changes and the influence of advocates like you. 
 
 
 

 


