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2008-09 System Budget
Contact:
Erik Skinner, Vice Chancellor, College Finance & Facilities Planning
Issue
This item presents an oral briefing on the 2008-09 Governor’s Budget, particularly as it relates to the California Community Colleges.  

Background
At its September 10, 2007, meeting, the Board of Governors adopted a System Budget Proposal for the 2008-09 fiscal year. The attached Appendix summarizes the requested spending augmentations approved by the Board for the 2008-09 fiscal year.  These proposed augmentations total $759 million in ongoing funds and $274 million in one-time funds.  The document reflecting the final Board-approved budget proposal was provided to the Consultation Council previously. 

Under the State Constitution, the Governor’s Budget is presented to the Legislature annually on or before January 10th.  This item will present to the Consultation Council an overview and preliminary analysis of the Governor’s budget proposal.
Analysis
At the time this Consultation Digest was prepared, the 2008-09 Governor’s Budget had not yet been released.  The Consultation Council will be provided with an update on the Governor’s Budget at the January meeting.

In the months since the Board adopted the System Budget Proposal, the state’s fiscal condition has deteriorated significantly. In a report issued in mid-November, the Legislative Analyst’s Office offered a bleak assessment of the budget situation. Major findings in the report included:

· As the result of negative economic and fiscal factors, the state will end the 2007‑08 fiscal year with a deficit of $1.9 billion, despite the $4.1 billion reserve contained in the 2007-08 Budget Act.

· Negative factors include lower than expected state revenues, lower than expected property tax revenues, failure to receive revenues from the sale of EdFund (the state’s nonprofit entity that administers federal student loan guarantee programs), loss of a lawsuit related to the STRS Fund, unbudgeted increases in correctional officer pay, and additional costs related to firefighting.

· Changes in economic factors have resulted in downward adjustment in the current-year Proposition 98 minimum guarantee. As a result, the 2007-08 Budget Act provides at least $400 million more than required to K-12 school and community colleges.

· For the 2008-09 fiscal year, the state faces a projected $8 billion operating shortfall. Combined with the projected $1.9 billion negative ending balance from 2007-08, the “budget problem” for 2008-09 is pegged at almost $10 billion.

Recently, the Governor announced that, based on these fiscal trends, he plans to declare a fiscal emergency in January. Under the provisions of Proposition 58, the Governor may declare a fiscal emergency when General Fund revenues come in significantly below estimates. This action triggers a special session of the Legislature in which the Governor proposes budget solutions. If the Legislature fails to act to address the budget problem within 45 days, they are prohibited from engaging in other legislative business.

Based on these negative fiscal trends, it appears evident that the upcoming budget process will be extremely challenging and many of the ambitious plans in the System Budget Proposal will likely go unfunded in 2008-09. Further, there is a significant risk to funding to cover baseline costs.

The Budget Workgroup will meet on January 17th to discuss the proposals contained in the 2008‑09 Governor’s Budget and develop advocacy strategies.

Recommended Action
This item is presented for the Council’s information.  The Council may choose to provide input.
APPENDIX

California Community Colleges

2008-09 System Budget
Summary of Recommended Funding Increases
(Dollars in Thousands)

	Strategic Plan Goal Areas - Budget Items
	Ongoing Funds
	One-Time Funds

	College Awareness and Access
	
	

	COLA (3%)
	189,804
	

	Enrollment Growth (3.5%)
	213,950
	

	Career Development and College Preparation
	30,000
	

	Maintaining Effectiveness of Student Services Categorical Programs
	7,628
	

	Financial Aid Participation

School-to-College Bridge Program
	3,500

9,750
	

	
	
	

	Student Success and Readiness
	
	

	Basic Skills Initiative
	50,000
	

	Restoring and Building Matriculation Services
	37,100
	

	Part-Time Faculty Office Hours

Part-Time Faculty Health Insurance
	7,000

15,000
	

	Increase Full-Time Faculty Positions
	45,000
	

	Compensation Equity for Part-Time Faculty
	50,000 
	

	Transfer Initiative
	11,000
	

	
	
	

	Partnerships for Economic and Workforce Development
	
	

	Career Technical Education (CTE) Expansion
	48,000
	

	CTE Equipment
	
	30,000 

	
	
	

	System Effectiveness
	
	

	IT Infrastructure and Offsite Centers Connectivity
	5,000
	

	Technology Initiatives
	2,350
	1,300

	Professional and Staff Development
	10,000
	

	Accreditation Assistance Team

CalPASS Expansion

Student Senate
	2,000

2,000

300
	

	Academic Senate COLA

Open Education Resources Centers

Resource Development
	36
	3,000

	Reimbursement of State Mandates
	20,000
	40,000

	Instructional Equipment
	
	100,000

	Facilities Maintenance
	
	100,000

	Total
	$759,418 
	$274,300 
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