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State Budget Emergency


As you know, the Governor has announced plans to declare a state fiscal emergency per the authority granted him by Proposition 58 of 2004.  Under that constitutional provision, the Governor may declare a fiscal emergency when revenues are “substantially below” the level anticipated when the budget was adopted. The declaration brings the Legislature into special session to address the budget shortfall – now estimated to be $14b between current year and 2008-09.  The Governor must propose steps to address the imbalance.  The Legislature, in turn, must adopt the Governor’s plan, a form of the plan, or adopt an alternate plan to correct the imbalance.  If the Legislature fails to do so in 45 days, they cannot act on any other measure or adjourn until they do.


Let me quote from School Services latest fiscal advisory:


The prospect for mid-year cuts during 2007-08, elimination of the 2008-09 COLA, and across-the-board reductions at the state level have increased as the projected 
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NOVEMBER 2007 | 2007-08 YEAR-TO-DATE

Percent | Percent

Revenue Source Forecast Actual  Change Change | Forecasi Actual Change Change
I

Personal Income $2,526 $2,619 $93 3.7% | $17,663 $17,231 -$432 -2.4%

Sales & Use 2,532 2,557 25 1.0% | 12,121 11,612 -509 -4.2%

Corporation -74 -56 18 -24.3% | 3,137 3,095 -42 -1.3%

Insurance 23 374 351 1526.1% | 617 943 326 52.8%

Estate 0 2 2 nfa | 0 8 8 n/a
I

Pooled Money Interest 51 43 -8 -15.7% | 239 219 -20 -8.4%

Alcoholic Beverages 28 29 1 3.6% | 141 142 1 0.7%

Tobacco 10 9 -1 -10.0% | 53 50 -3 -5.7%

Other 83 136 53 63.9% | 413 419 6 1.5%
I

Total $5,179 $5,713 $534 10.3% | $34,384 $33,719 -$665 -1.9%

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.




structural deficit has advanced from $4b over the two-year period, to $10b, and now to an estimated $14b and beyond.

We continue to believe that the array of options available to the state is wide and that we will have no definitive direction until the Governor’s State-of-the-State address on January 8, 2008, and release of the Governor’s Budget Proposals on January 10, 2008.  But our level of concern is becoming more elevated with each negative revised forecast.

We…recommend that any decision that can be put over until after January 10, 2008, including new settlements of collective bargaining agreements, be held in abeyance until then.


Between now and January 10, it is certainly appropriate for all of us to take stock of all possible actions available to us so that, if necessary, we can take the necessary steps at that time.

December DOF Finance Bulletin

Tax revenues in December were $534m above the 2007-08 budget act estimate, reducing the year’s deficit in tax collections to -$665m.  However, most of the gain was due to “an acceleration of insurance, estate, alcoholic beverage, and tobacco tax receipts into November that were due on December 1. It is expected this gain will be offset by lower insurance receipts in December.”  Personal, sales, and corporate tax revenues were up over budget by $136m.

Unfortunately, there were non-farm job losses in 9 of 11 industry sectors in October.  Once again, employment losses in construction, retail trade, and financial activities were principally to blame.  The unemployment rate held at 5.6%.


Home building improved slightly in October, while nonresidential construction fell slightly.  Home sales slowed again in October for the eighth straight month.  The median price of an existing home fell another 6.4% with the price now pegged at $497,100 (a $100,000 decline since April).  The Bakersfield Californian quoted Association of Realtors figures as stating that Bakersfield home prices have fallen 14% since November 2006 with the median price at $258,250.

Calendar Committee

The Calendar Committee will meet January 17 to review the 2009-10 student attendance options.  Of particular interest will be, once again, the Monday following Easter and Thanksgiving holidays.

Forest Reserve Funds

CASBO announced that Congress adjourned without renewing Forest Reserve funds for fiscal year 2008.  Last year, eleven K-12 agencies in our county shared $185,663 in revenue. CASBO states that program advocates will push for 2008 funding in the first supplemental appropriations bill Congress will act upon.

SB 777


The controversy surrounding SB 777 continues to swirl.  ACSA provided an extensive review of the subject in a Management Advisory issued December 20.  The review states that news outlets have reported incorrectly that enactment has been stayed.  ACSA states that this information is inaccurate and the measure will not be stayed until opponents gather sufficient signatures to place enactment on the ballot. The Management Advisory can be accessed by ACSA members on the organization’s website.


Concerning the bill’s effect, the advisory states, “ACSA does not believe the bill significantly alters existing K-12...operations.  The most significant changes to K-12 student civil rights actually occurred in AB 537 in 2000.”  You will recall that among the arguments in opposition to SB 777, opponents argue that utilizing gender-specific bathrooms would now be considered discriminatory.

County Treasurer’s Investment Portfolio


You will be glad to know that Kern County does not hold any SIVs (Structured Investment Vehicles).  SIVs are funds which borrow money by issuing short-term securities at low interest rates and then lends the money by buying long-term securities at higher interest rates.  Historically, SIVS were relatively low risk (with low profit margins); however, as the thirst for higher yields grew, some sought out riskier borrowings, such as home equity loans. In 2007, the sub-prime crisis caused a widespread liquidity crunch in the markets, and the impact that this will ultimately have on SIVS is not yet known.


These SIV debt packages found their way into the investment portfolios of Florida, Connecticut, Montana, Maine, and Orange County, CA.

Apportionments Received
1.
CAHSEE intensive instruction funds for 2007-08.  Apportioned to all unified districts and three of four high school districts (www.cde.ca.gov/ta/tg/hs/

resources.asp).

2.
Revised notice for second apportionment of 2006-07 arts and music block grant.  Apportionment schedule attached.

3.
50% of 2007-08 oral health assessment programs (www.cde.ca.gov/fg/aa/ca).

4.
English language acquisition program funding for 2007-08. Apportionment schedule is attached. 

Williams Quarterly Reports



Please submit your quarterly Williams compliant summaries to Karen Brown, District Advisory Services, as soon as results are tabulated. Williams results should be reported out to your board at their January meeting (per EC 35186).


Calendar
Jan. 14 – SI&A, ACSA, SSDA budget workshop in Sacramento

Jan. 15 – SSC budget workshop in Sacramento; SI&A, ACSA, SSDA budget workshop in Ontario and Visalia

Jan. 17 – SLS Certificated Layoff Workshop at Kern High School District

Jan. 17 – Calendar Committee at KCSOS

Jan. 18 – SLS Certificated Layoff Workshop at KCSOS

Jan. 23 – Administrative Advisory and Superintendents’ Meeting

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