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Due to the deteriorating housing sector, the unemployment rate rose by 0.1 percentage point to 5.3%.  At 4.6%, the gap between California’s and the national unemployment rate continues to widen.  7,800 jobs were lost in construction and 6,300 in the information sector.  Over the past year, 18,000 jobs have been lost in construction.
A temporary increase in multi-family residential permitting caused a modest improvement in new home building in July but single family home construction slipped another 3,000 to 65,000 units.  For the first seven months of 2007, residential construction is off 30% from the same months in 2006.  Sales of existing homes slowed for the 5th consecutive month to 351,000 units.  The median price of a single-family home dropped to $586,030.

Preliminary tax receipts for August were $169m above forecast due to accelerated receipts of insurance taxes.   That gain is expected to be adjusted in September.  Year to date, tax receipts are $25m above forecast even though personal income tax payments are down $379m.
To access the full two-page report, log onto www.dof.ca.gov
LAO Review of 2007-08 Budget
The LAO represents the general fund budget in Figure 1:
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(Dollars in Millions)

AUGUST 2007 2007-08 YEAR-TO-DATE

Percent Percent
Revenue Source Forecast Actual Change Change Forecast Actual Change Change
Personal Income $3,266 $3,024 -$242 -7.4% $6,190 $5,811 -$379 -6.1%
Sales & Use 2,658 2,718 60 2.3% 4,709 4,802 93 2.0%
Corporation 193 159 -34 -17.6% 489 467 =22 -4.5%
Insurance 25 392 367 1468.0% 44 407 363 825.0%
Estate 0 2 2 n/a 0 2 2 n/a
Pooled Money Interest 53 70 17 32.1% 103 70 -33 -32.0%
Alcoholic Beverages 26 26 0 0.0% 57 59 2 3.5%
Tobacco 11 10 -1 -9.1% 22 21 -1 -4.5%
Other (a) 82 82 0 0.0% 92 92 0 0.0%
Total $6,314 $6,483 $169 2.7% $11,706 $11,731 $25 0.2%

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 updated for the 2007 Budget Act.

(a) The forecast for "other" revenues reflects actual cash for July and August.




On paper, revenues and expenditures are to be roughly equal.  However, several of the budget’s revenue building blocks may either not materialize or may not generate the amounts estimated.  The largest of these tenuous revenue assumptions is the sale of Ed Fund at $1b.
Prop 98 education funding lost a total of $411m as a lower 2006-07 funding level was carried into 2007-08.  This reduction led to a $427m funding reduction in 2007-08 in that the budget year minimum guarantee builds off the 2006-07 spending level.

The year-to-year growth in K-12 Prop. 98 ($1.8b) was insufficient to cover a 4.53% COLA for all programs.  As a result, $567m in one-time and special fund monies were used to pay for on-going costs.  This will prove to be a major problem in 2008-09.  The LAO will release her annual state fiscal outlook in November which will provide detailed analysis of economic trends and the fiscal picture for the current year.  The LAO report may be accessed at www.lao.ca.gov.
By the way, for you Prop 98 junkies, Goldfinger tells us that the guarantee is based on Test 3B.  That test means that the increase in K-14 funding per student will be no worse than the change in non-Prop 98 funding in the state budget as measured on a per-capita basis.

MAA Reimbursements Proposed for Elimination
Proposed regulations have now been posted in the Federal Register to eliminate Medicare administrative and transportation reimbursements for schools.  The proposed rule change would become effective October 1, 2008.  If adopted, California will lose $130m in federal reimbursements annually.

State Repays STRS
Following an adverse ruling in the Court of Appeals, the State re-paid STRS $500m for a payment withheld in 2003-04.  The payment was made from the state’s budget reserve and according to School Services, the state reserve is now roughly $1.5b below the budget amount.  The reserve decline is due to revenue shortfalls since the May Revision plus the STRS payment.
First Day Enrollment
Based upon figures submitted by all districts in the county, the county office, and two independent charter schools, first day enrollment was 167,192, an increase of 2,385 students or 1.45% from 2006-07.  The net increase was generated primarily from 11 districts and/or schools.  Of the 47 districts, 28 had decreased enrollments.
Williams Quarterly Reports
September 30 will close the first quarter of 2007-08.  Districts are required to “report out” to their Boards the number of Williams complaints and submit a summary report in October to District Advisory Services, attention Karen Brown.

Calendar
9/30:  Adoption of spending limitation (GANN)

10/3:  Information Day.  

Enrollment counts taken and staff data collected.

10/8:  45 days after the Governor signed the budget – revisions in revenues and expenditures made necessary by the budget shall be made available for public review.

10/12:  If your school year began on August 20, the eighth week of instruction will conclude on October 12.  That is the deadline for the adoption of the sufficiency of instructional materials resolution.

10/24:  October superintendents’ lunch and meeting.

11/1:  Fall school trustees dinner.  Program begins at 5:45 at CSUB.  Dr. Richard Ingersoll, University of Pennsylvania, is the featured speaker.  The annual election of members to the Kern County Committee on School Organization will also be held.  Make reservations through Tamara Reese.
Apportionments Received
Apportionments received since the August newsletter include:

1.  2006-07 final payment for the Career Technical Education Equipment and Supplies, grades 7-12.  CDE contact is jwible@cde.ca.gov
2.  2006-07 first payment for Title IV, Part A, Safe and Drug Free Schools.  Apportionment schedule is attached.

3.  2005-06 final apportionment for the Pupil Retention Block Grant.  Reference www.cde.ca.gov/fg/aa/ce/ and the CDE contact is kely@cde.ca.gov
4.  2006-07 final payment for pupil transportation.  Apportionment schedule is attached.

Schoolhouse Crock
Recently, CCSESA passed along an article written by Peter Schrag and published in the September edition of Harper’s Magazine.  For educational leaders, it’s a thought provoking, hard hitting recap on the last 50 years of American education.  The opening salvo reads:  “No other people ever demanded so much of schools and of education as have the Americans.”  (Commager, 1951)  To that end – “Win the Cold War; beat the Germans and the Japanese in the battle for economic supremacy; out-duel the Chinese and Indians in the training of scientists and engineers; Americanize millions of children from a hundred Third World cultures; make every child proficient in English and Math; educate the blind, the mentally handicapped, and the emotionally disturbed to the same levels as all others; teach the evils of alcohol, tobacco, marijuana, cocaine, heroin, and premarital sex; prepare all for college; teach immigrants in their native languages; teach driver’s ed; feed lunch to poor children; entertain the community with Friday night football and mid-winter basketball; sponsor dances and carnivals for the kids; and serve as the prime (and often the only) social-welfare agency for both children and parents.”
Should you be interested, a re-print of the article can be obtained from District Advisory.
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