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State Financial Condition
You are all now well acquainted with the LAO’s detailed account of where we are, where we will probably be on June 30, 2008, and where we’re headed for 2008-09.  According to the DOF Finance Bulletin (www.dof.ca.gov) we have under-collected taxes through October by $1.1b.  (See table below)  Add to that the under-collection in April, May, and June of 2007, we’re now on our way to:
1)  a $2.686b under-collection of tax revenues;

2) a $1.042b under-collection in local property taxes; and

3) a $1.159b reversal in other revenue items and fees.

[image: image3.png]2007-08 Comparison of Actual and Forecast Agency General Fund Revenues

(Dollars in Millions)

OCTOBER 2007

Percent
Revenue Source Forecasl Actual  Change Change
Personal Income $3,379 $3,220 -$159 -4.7%
Sales & Use 2,576 2,417 -159 -6.2%
Corporation 378 376 -2 -0.5%
Insurance 20 17 -3 -15.0%
Estate 0 3 3 n/a
Pooled Money Interest 35 53 18 51.4%
Alcoholic Beverages 28 26 -2 -7.1%
Tobacco 10 9 -1 -10.0%
Other 111 92 -19 -171%
Total $6,537 $6,213 -$324 -5.0%

This is an agency cash report and the data may differ from the Controller's report to the extent that cash received by agencies

2007-08 YEAR-TO-DATE

Forecasl Actual Change
$15,137 $14,612 -$525
9,589 9,154 -435
3,211 3,151 -60
594 569 -25

0 6 6

188 176 -12

113 113 0

43 41 -2

330 283 -47
$29,205 $28,105 -$1,100

Percent
Change

-3.5%
-4.5%
-1.9%
-4.2%

n/a

has not yet been reported to the Controller. Except for estate & "other" revenues, revenues are ranked in descending order of fiscal year magnitude.
Totals may not add due to rounding. The forecast is from the 2007 May Revision updated for the 2007 Budget Act.



Under this forecast, the LAO projects that the state will end the current fiscal year with a deficit of $1.9b.  She goes on to urge the Legislature to take action to bring the budget back into balance.  Because state revenues are coming in lower than anticipated, it is likely that the Prop 98 minimum guarantee will be lower in the current year – as much as $400m lower than budgeted, according to the LAO.  This means that mid-year cuts are certainly possible, a position also echoed by Secretary Long, Director Genest, and individual legislators.  However, according to Sandy Silberstein of CASBO, such cuts would be nowhere near the magnitude of the mid-year cuts made in 2003 and there is some hope that these reductions could be done through the capture of Prop 98 reversion dollars at the state level – avoiding cuts at the local level.
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The LAO projects growth in 2008-09 Prop 98 funds to be equal to 3.6% ($2.1b over current year).  If the COLA is pegged at 4.8%, however, Prop 98 funds will be approximately $1.5b short of sustaining COLA across all programs and mandate reimbursements.  As to the state budget as a whole, minus corrective actions, the 2008-09 deficit is projected to be $9.8b.  State expenditures are expected to increase 7% due to 

1)  reduced transportation funds;

2) return of local government mandate costs; and

3) above-average increases in health, welfare, and correctional programs.

In order to address the Prop 98 shortfall, the LAO presents the following possibilities:
· Reduce the education appropriation to the minimum guarantee;

· Postpone implementation of QEIA or modify its terms;

· Suspend or reduce growth and COLA;

· Make reductions to base programs;

· Identify non-Prop 98 funding sources;

· Raise additional revenues.
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November DOF Finance Bulletin

Unemployment rose for the third consecutive month in September to 5.6%; it was 4.8% in March.  Job loss in construction, financial activities, and professional/business services continues to account for the trend.  Residential permitting fell significantly in September.  Multi-family permits fell 45% from August, single-family permits fell 30%.  “Total permitting during September was the weakest month since October, 1998.”

Sales of existing homes dropped 15% in September, and down 39% from one year earlier.  “This was the most severe year-over-year slowdown in sales since June 1982.”  

Home prices fell dramatically – the median price falling 10% - “the steepest one-month decline on record.”  

County Treasury Interest

Interest earned on funds on deposit in the county treasury for the quarter ending Sept. 30 was 5.04%.  KCSOS has tracked interest returns since 3rd quarter 1962 and in this 45 year history, the highest rate paid was 14.37% earned during the 3rd quarter, 1981 and the lowest was 1.38% earned in the 1st quarter, 1963.

	2007 Median Home Prices

	JAN
	FEB
	APR
	MAY
	JUN
	JUL
	AUG
	SEP

	$559,640
	$564,700
	$597,640
	$591,180
	$594,260
	$586,030
	$588,030
	$530,830

	
	+0.9%
	+5.8%
	-1.1%
	+0.5%
	-1.4%
	+0.3%
	-9.7%

	Source:  DOF


Apportionments Received Since October 24
1. Advance apportionment for K-3 CSR.  Apportionment schedule is attached.
2. Final entitlement of Title IV, Safe and Drug Free Schools, 2006-07.  Apportionment schedule is attached.

3. Final payment of 2006-07 Carl Washington School Safety and Violence Prevention funds.  Funds based on 2005 pupil counts in grades 8-12.  Apportionment schedule is attached.

4. Reimbursement of student advanced placement test fees to certain high school and unified school districts.  Apportionment information can be found at www.cde.ca.gov/fg/aa/ca.
SLS Grand Jury Advisory
All SLS client districts recently received information regarding the Grand Jury’s request for board agendas and minutes.  The advisory explains district options in detail and recommends that you prepare your timely response.  Bottom line – districts may satisfy this request in one of four ways which are discussed on the last page of the advisory.
CAHSEE Requirements – Two Years beyond the 12th Grade

As part of the recently signed law requiring districts to offer “intensive support and assistance” for two years following completion of the 12th grade, county offices are once again used in a monitoring role.  For students who have been unsuccessful in passing the exit exam, counties must verify that schools are making available intensive support opportunities and have provided the required notifications to 
students and families that such support is available.  Specific funding is available in Intensive Support Grants and 11 of 12 eligible Kern districts have secured available funding.

2007 Contingent Tax Liability

The 2007 liabilities caused by property owner appeals of their assessed values are now posted by the County Auditor-Controller’s Office.  As you will recall, these amounts had to undergo re-calculation in order to eliminate some substantial distortions.  The liability statements and all necessary resolutions for district actions (impounding or releasing impounds) are currently in KCSOS production and will be released this week.  Due to the large number of property owners appealing their property values, only 5 districts have an excess of impounds and will be required to release.  All other districts in the county will need to consider impounding.  To discuss impound strategies, please contact the appropriate District Advisory consultant.  Listings of liabilities and P-1 property tax estimates are attached for your information.
Governor’s Budget Workshops
Following the presentation of the Governor’s budget on January 10, School Services will host its annual clients-only budget workshops on January 15 in Sacramento and January 16 in Ontario.  School Innovations & Advocacy/ACSA/SSDA will host their joint workshops on January 14 in Sacramento and January 15 in Ontario and Visalia.
Budget Explorer Training
Training will be presented by FCMAT on Budget Explorer software on Dec. 18, 9:00-12:00, at the Kern High School District.  E-mail registration to follow.
First Interim Reports Due
First interims for 2007-08 are due to District Advisory by December 15th.  Interims are certified by your boards as to the district’s fiscal condition and are accompanied by the state standards and criteria and 2-year projections.
Calendar

Dec. 12 – Workshop for QEIA schools

Dec. 15 – First Interims due to District Advisory

Dec. 18 – Budget Explorer training

Dec. 24,25, & 31 – County Office closed

Dec. 28 – December payroll date

Jan. 23 – Superintendents’  Mtg. & Lunch

Jan. 30-Feb. 1 – ACSA Superintendents’ Symposium, Monterey
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