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2007-08 Budget
Finally, we have a budget.  From all initial descriptions, the budget parallels the Assembly version passed on July 20.  No new categorical programs or funding expansions were included except for reinstatement of 2nd grade STAR testing and $27m for an increase in state meal reimbursement rates.
The Governor will now use his line-item veto authority to reduce the budget by $700m to keep faith with Senate Republicans.  The statewide association government relations representatives predict that there will be either minor or no blue pencil reductions to education.
Some finance administrators have expressed concern that with the possibility of lower than anticipated state tax collections, mid-year cuts may materialize.  Goldfinger states that “it would take a big drop in revenues for there to be any move to make mid-year cuts.”  He goes on to speculate that given test 3B Prop 98 provisions, 
we will “maintain our funding even with a drop in state revenues.”
August DOF Finance Bulletin
Tax receipts for July are $267m below the May Revision forecast of $5.515b. Coupled with shortfalls in May and June, general fund revenues are now $1b below May Revise projections. The under-collection in July is due to a personal income tax deficiency of $137m, however, on the plus side, $100m of the total under-collection is characterized as due to “delayed timing” issues.  
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JULY 2007 | 2007-08 YEAR-TO-DATE

Percent | Percent

Revenue Source Forecast Actual  Change Change | Forecast Actual Change Change
|

Personal Income $2,924 $2,787 -$137 -4.7% | $2,924 $2,787 -$137 -4.7%

Sales & Use 2,053 2,084 31 1.5% | 2,053 2,084 31 1.5%

Corporation 296 308 12 41% | 296 308 12 41%

Insurance 19 15 -4 21.1% | 19 15 -4 -21.1%

Estate 0 0 0 0.0% | 0 0 0 0.0%
|

Pooled Money Interest 50 0 -50 -100.0% | 50 0 -50 -100.0%

Alcoholic Beverages 31 33 2 6.5% | 31 33 2 6.5%

Tobacco 11 11 0 0.0% | 11 11 0 0.0%

Other 131 10 -121 -92.4% | 131 10 -121 -92.4%
|

Total $5,515 $5,248 -$267 -4.8% | $5,515 $5,248 -$267 -4.8%

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



As for the economic update, the news is “as anticipated.”  Non-farm employment was stagnate in June.  Employment fell by 12,000 jobs in construction and 7000 in financial activities, the latter suffering its largest loss since 1995.  June was the slowest month for home construction permitting since March, 2000.  The pace of new home construction in the first half of 2007 was down 32% from the same period in 2006.

The value of non-residential construction during the first six months was still in positive territory but significantly off the pace of 2006.  Sales of existing single-family homes slowed for the fourth consecutive month to 366,370 units.  That pace is 25% below the previous year.  Due to the housing slump having a more severe impact on lower-priced units, the median price of homes sold increased slightly.
Cash Received
Since the July newsletter, cash receipts have included:
1.
First apportionment of QEIA.  80% of the 

2007-08 entitlement was received for ten school districts.  The apportionment schedule is available at www.cde.ca.gov/fg/aa/ca/qeia.
2.
First apportionment for 2005-06 small 

school district bus replacement program.  Only two districts are affected.  Information is available at www.cde.ca.gov/fg/fo/r14/smschbus05result.asp.

3.
Final apportionment for the 2007-08 (deferred from previous year) Targeted Instructional Improvement Block Grant.  The apportionment schedule is attached for your information.

Calendar
Sept. 4, 5, 6, 7 – SSC Budget Conferences
Sept. 12 – Superintendents workshop new to their positions in Kern districts

Sept. 26 – first district superintendents’ meeting of 2007-08

First Day Attendance
Please report your first day, and first Friday attendance to Karen Brown, District Advisory Services, as soon as possible.  (661) 636-4680 or kabrown@kern.org.  Media as well as education research services always anxiously await this report.  Thirty districts began school on August 20, thirteen districts began school before the 20th, and four are beginning school after the 20th.
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