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Governor’s January Proposals 2007-08
The current year general fund budget was based upon revenues of $101.2b.  The January revision reduces this by $4.8b or 4.7%.  To close the gap, the Governor has declared a Prop 58 Fiscal Emergency giving the Legislature 45 days to adopt his plan or put forward a modification.  As a result of the revenue freefall, the Prop 98 guarantee has declined by at least $1.4b.  Instead of reducing education to the current year minimum, the Governor proposes mid-year cuts of $400m ($360m K-12).
Scott Hannan of the CDE stated that it was his goal to find half that amount in undistributed restricted funds.  If the Department does indeed sweep $180m from these sources, the remaining $180m would come from a deficit factor of ½% applied on revenue limits at P-1 or a recertification of P-1.  A ½% deficit would yield a current year per ADA loss of $28/$29/or $33.

2008-09
As to next year’s budget, the Governor proposes to close the remaining budget gap with primarily across-the-board cuts and a June tax accrual.  For education, the proposed cuts require the suspension of Prop 98 and are the deepest ever proposed.

· increase revenue limits by the COLA (currently estimated at 4.94%) and reduce by a deficit factor of 6.99%.  For average districts, the year-over-year loss is 2.4%

· increase all state categorical programs by the COLA and then reduce by 10.9%, a net year-over-year loss of 6.5%. This reduction applies to special education, transportation, instructional materials, and CSR as well as all other state programs.  These cuts average about $740/ADA from full funding (workload budget) and equal to actual current year reductions of:
* $133/ADA from elementary revenue limits

* $  30/ADA from special education

* $146/ADA from all other categoricals

· Change the K-14 COLA factor from the implicit price deflator to the CPI-wage earners.  The CPI-W would pare the annual COLA amount somewhat over time but more importantly, does not have as wide of swings, year-to-year.

· Hourly programs suffer 6.5% reduction ($4.08 to $3.81) and all but 7-12 CAHSEE program have substantial deficits on top of the reduction.
· Shifting the P-2 apportionment, already delayed to July, to September.  This withholding of the final apportionment payment by three months results in a substantial savings to the state and causes districts to incur additional cash flow expense.

CCSESA Policy Recommendation
“The Governor proposes both current and budget year cuts to K-12 education programs.  While we understand that the Governor’s budget is just the starting point of a lengthy state budget development process, and is therefore not the final word on how state support for education will look in the coming year, we also realize that we ignore this proposal at our peril.  The budget as proposed would result in significant reductions to (current) funding for K-12 programs, and although the final budget may turn out to be better for education, it could also be worse.  Therefore, CCSESA is making the following recommendations:

For second interim reports –

· reduce school district revenue limit income for 2007-08 by 0.5%, applying a funding factor of .995%.

· increase school district revenue limits in 2008-09 by a 4.94% COLA, then deficit the revenue limit by 6.99% applied as a funding factor of .9301%.
Assumptions for budget development –

· in addition to the assumptions for second interims, apply a 6.5% across-the-board reduction to state general fund categorical program income for the 2008-09 fiscal year.

We understand that applying the Governor’s assumptions to school district budget certifications may have (will have) real impacts on instructional programs and related services, and that the momentum gained to improve student achievement can be lost.  However, this approach is consistent with our past practice of relying on the Governor’s budget as the standard for revised estimates and forecasts once it has been introduced.”

LAO Initial Assessment
1. The LAO criticizes the across-the-board cut methodology.  She says, “all state programs are not equally valuable.”  The Governor’s budget reductions make no attempt to prioritize programs and determine which services are essential.  By attempting to preserve all programs, many end up providing lower quality services.  “In contrast, we would suggest that the Legislature collectively attempt to determine which programs are most important.”

2. Recommends that the Legislature re-visit revenue solutions, even if those solutions take the form of the reduction or elimination of tax credits or create added user fees.

3. She recommends that the Legislature reduce Prop 98 to the full amount of the minimum guarantee.  She states that this could be done without significantly affecting current year program support by:
a. Identifying unspent prior-year monies and swap them with ongoing monies, 
b. Un-appropriating unspent current-year monies, and
c. Designating the difference between 2007-08 Prop 98 spending and the minimum guarantee as settle-up funding.  Education could be held relatively harmless and Prop 98 could be fully reduced.  This, in turn, reduces the 2008-09 Prop 98 guarantee and might allow the Legislature to escape the need for suspension.

This initial report is available at www.lao.ca.gov and the full LAO analysis is due in February.

Apportionments Received
1. Third payment for 2006-07 Title IV, Part A, Safe and Drug-Free Schools.  

www.cde.ca.gov/fg/aa/ca
2. Third payment for 2006-07 grade 9 CSR

www.cde.ca.gov/fg/aa/ca
3. First payment for 2007-08 Title I, Part A of NCLB.  Apportionment schedule is attached.

4. First quarter lottery payment for 2007-08.  Schedule attached

5. Second payment for 2006-07 Title V, Part A, Innovative Strategies for NCLB.  Schedule attached.

6. Sixth payment for 2006-07 Supplemental Counseling.  Schedule attached.

7. First payment for 2007-08 Supplemental Counseling.  Schedule attached.
8. Second payment for 2007-08 QEIA.  www.cde.ca.gov/fg/aa/ca/qeia.asp 

Calendar
January 25 – Jean Fuller meeting with district superintendents.  8:30 AM at KCSOS

February 7 – Trustees Association dinner meeting.  5:30 PM at Four Points Sheraton Inn
February 27 – Admin Advisory and Superintendents’ meeting
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