Highlights of LAO’s 2008-09 Analysis



                 February 20, 2008


On February 20, the Legislative Analyst’s Office (LAO) released its Analysis of the 2008-09 Budget Bill. This annual report offers a comprehensive analysis of the Governor’s proposed budget and helps to set the stage for legislative budget hearings.
· LAO estimates the state’s budget shortfall at $16 billion, $1.5 billion higher than the $14.5 billion estimate in the Governor’s Budget.
· Taking into account a series of cuts and adjustments to current-year funding levels made in the recent special legislative session, LAO estimates the remaining gap at $8 billion.
· LAO proposes $2.7 billion in increased revenues associated with reducing or eliminating various tax credits.

· LAO recommends suspension of the Proposition 98 minimum funding requirement for 2008-09. LAO proposes Proposition 98 spending of $57.7 billion in 2008-09, roughly $2 billion above the Governor’s January proposal. 

 
Major findings and recommendations related to the 2008-09 budget for the California Community Colleges:
· LAO proposes Proposition 98 funding for the community colleges at a level $25 million above the Governor’s proposed level.
· LAO proposes an increase in CCC student fees from $20 to $26 per unit, generating $79 million in additional revenues.
· LAO proposes funding CCC enrollment growth at 1.7%, or 0.7% above the Governor’s level. The additional state cost associated with this increase would be $37 million.
· LAO recommends rejection of the Governor’s proposed across-the-board cuts to CCC categorical programs, and instead recommends funding categorical programs at 2007-08 levels. The one exception to this is a proposed cut of $11 million (roughly 24 percent) to the Economic Development program.
· LAO recommends an augmentation of $25 million in ongoing funding for CCC mandate payments, bringing total ongoing funding for this purpose at $29 million.
 

· LAO recommends suspension of $450 million in payments to K-12 schools and community colleges scheduled for 2008-09 as part of a settlement of a lawsuit related to Proposition 98. Of this amount, $48 million would come from CCC funding for the Governor’s CTE initiative, facilities maintenance, and instructional equipment purchases.

· LAO proposes establishing two new CCC block grants that would consolidate funding for ten separate categorical programs, with the stated intent of increasing local control and improving administrative efficiency. The proposed block grants are displayed below:
Student Success Block Grant

Financial aid/outreach



 $51.6 million
EOPS/CARE




   122.3 million
Disabled student programs


   115.0 million
Fund for Student Success


   6.2 million
Matriculation




   101.8 million
Basic Skills




   33.1 million
Total





$430.0 million
Faculty Support Block Grant

Faculty and staff outreach/training

$1.7 million
Part-time faculty office hours


  7.2 million
Part-time faculty health insurance

  1.0 million

Part-time faculty compensation

  50.8 million
Total





 $60.7 million
· LAO recommends rejection of the Governor’s proposal to phase out Competitive CalGrant awards.

· LAO recommends rejection of the Governor’s proposal to revise the COLA factor for K-12 schools and community colleges and instead recommends an alternative revision to the COLA factor.
· LAO recommends a reduction of $200,000 in the CCC System Office budget, as opposed to the $1 million reduction proposed by the Governor.
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