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On January 10, the Governor released his budget proposal for 2008-09. As anticipated, the 2008-09 Governor’s Budget was filled with tough news and cuts. The Administration is estimating the state’s fiscal imbalance at $14.5 billion, $3.3 billion associated with the 2007-08 and $11.2 billion associated with 2008-09. The Governor proposes no tax increases and instead applies across-the-board reductions to virtually all sectors of the budget in order to achieve balance.

Below are highlights from the 2008-09 Governor’s Budget:

· Current Year (2007-08)
In mid-February, the Governor signed a package of special session legislation making midyear reductions in funding for almost all sectors of the state budget. Reductions for the community colleges and K-12 schools are contained in AB 4xxx which made a total of $506 million in current-year reductions to Proposition 98 spending. Of this amount, $31 million consists of reductions to the California Community Colleges.
The $31 million is made up of an assortment of categorical funds from the current and prior two fiscal years that are unspent and have not been committed to districts (the attached spreadsheet identifies the specific reductions). These funds went unspent for a variety of reasons such as grants that were declined by districts late in the fiscal year, programs that were under-subscribed, and delays associated with starting up new programs. In addition, the $31 million also includes $10 million in SB 70 Career Technical Education projects that will be funded out of the 2008-09 Budget rather than the current year budget. None of these reductions affect funding that has been allocated or promised to districts.
· Budget Year (2008-09)
The Governor proposes suspending Proposition 98 for the 2008-09 fiscal year, thus eliminating any minimum funding requirement for K-12 schools and Community Colleges. The level of Proposition 98 spending proposed in the Governor’s budget is $4 billion below the amount that would be required absent a suspension.
For the Community Colleges, this translates into a $483 million reduction compared to our projected budget needs. That is, compared to projected program costs, growth, and COLA, the Governor’s proposed budget provides $483 million less than what is needed for 2008-09.

This $483 million reduction consists of the following:

· Zero COLA. This represents a $291.7 million shortfall in apportionments. DOF estimates that the 2008-09 COLA should be 4.94 percent.

· One-percent enrollment growth. This represents a $111.8 million reduction to enrollment growth compared to DOF’s estimate of enrollment demand. DOF estimates growth in community college enrollment demand for 2008-09 at 3 percent; the Governor proposes funding for only 1 percent growth.
· Across-the-board reduction to categorical programs.  This represents a reduction of $80 million. Reductions to categorical programs range from 4 to 11 percent below the 2007-08 Budget Act levels.
The Governor proposes no increase in student fees for 2008-09.
