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Department of Finance October Bulletin
As predicted, September tax receipts reduced year-to-date revenues to $777m under budget.   Sales and insurance tax receipts were the two substantial areas of weakness for the month.  The significant under-collection in sales tax receipts demonstrates the obvious weakening in retail sales although the report states that we must await October and November final payments to form definitive judgements as to quarterly retail sales performance.  An under-collection in insurance taxes, $375m, reversed an accelerated collection in the previous month.  As a result, for the year as a whole, income, sales, and insurance tax receipts are all significantly below budget estimates.  Little wonder that the Director of Finance reportedly projected the 2008-09 deficit at $6.1b.
As to economic data, the state’s unemployment rate increased by 0.2% to 5.5% - the national rate was 4.6%.  Employment in California fell in 
three areas – construction, manufacturing, and financial activities.  
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Residential construction permitting during the first 8 months of 2007 was off nearly 29% from the same months of 2006.  Sales of existing single-family homes slowed for the 6th consecutive month in August to 319,200 units.  This is nearly 28% below the year-ago pace.  The median price on an existing single-family home was $588,030, 2% higher than one year earlier.  The entire DOF report may be accessed at www.dof.ca.gov.
Gloomy Forecast
In remarks to county office business staffs’ meeting in Sacramento yesterday, Ron Bennett, president of School Services, predicted that the 2008-09 COLA will once again exceed 4% but there will be insufficient growth in Prop 98 funds to fully pay for the COLA.  As a result, he projects a return to deficits.
LAO Report on the 2007-08 Expenditure Budget
Although it breaks no new ground, the LAO’s office has published a report that retraces the construction of the 2007-08 spending plan and the risks that threaten to unravel the plan.
1. As adopted, the budget is to end the year with a reserve of $4.1b.  However, due to the $500m payment to STRS, the deteriorating economy and the consequent under-collection of taxes, the questionable sale of Ed Fund for $1b, and a legal challenge by public transit advocates to the re-direction of $1b in transportation funds to the general fund, that reserve is in jeopardy.  A significantly reduced carryover to 2008-09 adds to the deficit fiscal conditions that will make that budget more difficult to craft.

2. Local property tax revenues do the “heavy lifting” in 2007-08 Prop 98 growth.  The LAO table below reflects that imbalance.
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3. The LAO coined the term “education credit card” to describe the series of deferrals created by the Legislature to forge budget solutions.  For 2007-08, the LAO reminds the Legislature that the budget once again increases the reliance upon these deferrals to over $1.5b - $1.1b for apportionment deferrals and $435m for unpaid mandates.
4. Federal funds for K-12 decrease by $419m from the prior year.  $269m is lost because of the child care transfer into Prop 98, $50m decrease due to a decline in stage 2 child care caseloads, and a $50m reduction in Title I funds.

5. Prop 98 funds were $567m short of covering ongoing K-12 expenditures.  The budget used one-time and special fund monies to backfill the shortfalls.  $249m in reversion monies, $250m in Williams emergency repair funds, $102m in High Priority Schools savings, and $99m in mass transit funds were used to close the gap.  “The significant use of one-time funds means the state will enter 2008-09 with a large hole in the ongoing K-12 budget.”   It is this budget hole that contributes to the gloomy assessment announced by SSC.
This LAO publication may be accessed in its entirety at www.lao.ca.gov and the anxiously awaited LAO Fiscal Outlook will be released in November.

California Budget Project Report
A report on “How California Compares” was released earlier this month by the California Budget Report, a foundation supported research agency.  The CBP “engages in independent fiscal and policy analysis and public education with the goal of improving public policies affecting the economic and social well-being of low – and middle – income Californians.”  The findings of the report parallel those of Ed Source.  

1. California ranked 34th in 2005-06 among the states in K-12 spending per student, spending $959 less per student than the US as a whole.

2. California ranked 48th in the nation with respect to the number of students per teacher.  California teachers serve 4.4 more students than the national average.

3. During the 1970’s, California’s school spending per student was close to or even exceeded the US as a whole.  Since 1981-82, California has consistently spent less per student.

4. California’s schools spent 95.34 of each education dollar on instruction and student services, while the US average was 93.94.  California schools spent 4.74 of each dollar on administration, food services, and other miscellaneous expenses while the US as a whole spent 6.14.  

5. California teacher salaries, on average, are significantly higher than the US as a whole - $59,345 vs. $49,109 in 2005-06.

6. California schools received 61.4% of their revenue from state sources and 27.3% from local, while in the US as a whole schools received 47.7% from state sources and 43.2% from local.
The entire report may be accessed at www.cbp.org.
High School Exit Exam Extension
As you expected, the Governor signed AB347 requiring districts to provide “intensive instruction and services” for up to two additional years to students who have not passed CAHSEE by the end of the 12th grade.  The requirements took effect 10/12/07.
2007 K-3 CSR Applications
K-3 CSR applications are due by November 26.  Applications and instructions are available at www.cde.ca.gov/fs/cs/K3/formsinst.asp
2006-07 P.E. Teacher Incentive Grants
It has now been finalized that 24 Kern schools in eleven districts are scheduled to receive their $35,000 per teacher grants.  The CDE is awaiting a determination from the DOF if the program is indeed a continuing program as adopted by the Legislature in the 2006-07 budget act.  With the employment of additional staff, the program was certainly designed to be ongoing.

Apportionments
The following apportionments have been received since our last bulletin:

· Small School District Bus Replacement – 8 districts receiving grants.  Please reference www.cde.ca.gov/fg/fo/r14/smschbus06result.asp.

· First Apportionment for Fiscal Solvency Plans.  For districts that filed reimbursement requests for completing a plan to meet long-term retiree benefit costs.  Reference www.cde.ca.gov/fg/fo/r14/fsp06rfa.asp.

· First Apportionment for School and Library Improvement Block Grant.  The apportionment schedule is attached for your information.  

· Final Payment for 2006-07 Title I, Part A.  The apportionment schedule is attached.

· Second Apportionment for Title III, English Language Acquisition for Immigrant Children.  Reference www.cde.ca.gov/fg/aa/ca.

· Second Apportionment for Title III, English Language Acquisition, LEP Students.  Reference www.cde.ca.gov/fg/aa/ca.

· Second Apportionment for 2006-07 Title II, Part A, Teacher and Principal Training and Recruiting.  The apportionment schedule is attached.

· Fifth Apportionment for 2005-06 Title II, Part A, Teacher and Principal Training and Recruitment.  Reference www.cde.ca.gov/fg/aa/ca.

· First Apportionment for the Targeted Instructional Improvement Block Grant.  Reference www.cde.ca.gov/fg/aa/ca.

· First Apportionment for the Professional Development Block Grant.  The apportionment schedule is attached for your information.

Calendar
October 31 – actuals close for first interim report period

October 31 – Williams quarterly report due to District Advisory Services (July – Sept. quarter)
November 1 – Fall Trustees dinner begins at 5:00 PM at CSUB Stockdale Room.  Speaker is Dr. Richard Ingersoll, University of Pennsylvania.

November 16 – final day to notify District Advisory Services of district’s annual organization meeting date.

December 5 – next Superintendents’ meeting day

Interim Principals
Not only do districts periodically have need for interim superintendents, there is also need for interim principals.  If you have retirees who you feel may have both the interest and ability to serve, please make contact information available to District Advisory Services.
2007 First Friday Enrollment
First Friday enrollment increased 2630 students over the prior year or 1.56%.  Of the 47 districts, 26 declined in enrollment.  Increased enrollments came mainly from Arvin, Fairfax, Greenfield, Norris, Panama, Rosedale, Kern High, Southern Kern, and Tehachapi.
In the Market for a Copier?
The China Lake Naval Weapons Station must dispose of 112 one-year old Ricoh copiers.  The inventory involves a variety of models but print speed is between 55 to 90 copies per minute.  Cost varies from $6800 to $9100.  The base contact is Brad Slayton at 760-375-6885.

Valley Home Sales Decline
A recent Fresno Bee article tells us that California home sales prices as well as sales continue a freefall.  Home sales dipped almost 39% in California – and in Fresno – in September as a credit crunch and slow market continue to grip the marketplace.  The California Association of Realtors reported that prices also fell statewide 4.7% for the first year-to-year decline statewide in more than a decade.






PAGE  
4
G:\ADVISORY\Karen\Bud\Newsletters\10-24-07 Newsletter & Attachments\10-24-07 Newsletter.doc

