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BUDGET & PLANNING COMMITTEE (BPC) MEETING

El Camino College Compton Community Educational Center

February 10, 2009 – 3:30 – 4:30 pm
Board Room
MEMBERS PRESENT
___ Myeshia Armstrong
___ Harvey Estrada
_x_ LaVetta Johnson
___ Rob Pitts
_x_ Dr. Jane Harmon
_x_ Dr. Arthur Flemming
_x_ Joseph Lewis
_x_ Nehasi Lee

___ Reuben James
___ Dr. Herkie Williams
___ David Simmons
___ Malika Sharif

_x_  Jim Grivich

OTHERS ATTENDING:  Fred Lamm

The meeting was called to order at 3:40 p.m.

Handouts
· Budget Model, dated February 3, 2009

· 2009-2010 Underlying Unrestricted Budget Assumptions, January 29, 2009

Old Business:  None

New Business:

Jim stated that the first handout was the Compton Budget Model, which is unique because it is different from any other Community College.  He stated that AB 318 states that the District will be funded at a certain percentage 2004-2005, and that we are still in that program for this year.  He stated that this year we were exceeding our threshold of 70 percent.  Jim stated that we are currently at 72 percent and that we might receive a little more money.  He stated that we did not know where we funded for next year.  He stated that the plan for next year budget is the restoration of 80 percent or return of 5121FTES, however this is not guaranteed.  Jim stated that the big issue is if the state will fund that figure, as AB318 did not cover 2009-2010.  He stated that Dr. Landsberger has had some discussion with the state Chancellor and they will try and work something out.

Jim stated that the issue for Compton is that we do not know how much funding we are going to receive for next year and it will have to be negotiated.  He stated that he has built the budget on an 80 percent funding level, hopeful and it is not real.  H stated that there is an expectation that Peter Landsberger that he knows to be a good negotiator will be successful in negotiating the State saying yes, they will fund at 80 percent.  Nehasi wanted to know if the District’s funding was tied to apportionment.  Jim stated “it was tied to apportionment”, however, the problem is which means it is tied to FTES and we do not know if the State pay us for any FTES we generate above 70 percent.

Nehasi stated that given the 70 percent threshold, if we could anticipate what that would be.  Jim stated he thinks it is safe in terms of this discussion to assume that we are going to get at least 70 percent funding, based on the floor.  However, that is not what we want, we want 80 percent funding.  Jim stated that he has built a budget plan based on the 80 percent funding level for next year, but it has a hole in it because we have no assurances that the State will give us the 80 percent.  We know for sure that the State will give us the 70 percent and the difference between the two is a big number.  He stated they were concerned about the realty of the plan and it may be wishful thinking as oppose to pursuant planning and thinking.

Dr. Flemming stated that when we look at projected FTES 5121 is a realistic goal.  Jim stated he was confident that we have the capability of meeting the 5121 FTES number for next year.  He stated that given the fiscal crisis at the State level and make statements like “no growth money”.  The no growth money means something different for El Camino than it means for us.  We are looking at the 5121 FTES as restoration.  Jim stated that the law for AB318 seems to say that the State will take care of Compton and allow it to restore itself up to July 1, 2009, and then it stop and that is what the concerned is about.  Dr. Flemming stated that even if we received funding for 5121 FTES he is not sure the funding for FTES, the apportionment will remain constant for next year.  Jim stated that the State may choose to help balance this budget by taking money away from the Community Colleges as a whole.  He stated if the State takes away dollars per FTES, we will lose money.  He stated that State will probably fund at 95 percent of the District’s FTES.  The state will not take away dollars per FTES, but will take away the FTES themselves.

Joseph wanted to know the percentage of our structural deficit.  Jim stated it was 7 to 8 percent prior to this year.  He stated that for this year we it is being calculated about half and we should be at three percent of our total.  He stated that we are planning for our structural deficit for next year should be at zero.

Jim stated that the District has drawn down the Line twice first on March 20, 2007, this District took $7.8 million dollars and again on July 16, 2008 for $5 million dollars for a total of $12.8 million dollars.  He stated that the state is expecting the District to pay back the money that was borrowed from the Line of Credit in June 2009.  He stated that the first payment is $1 million dollars and we do not have it.  He stated that the only way to repay the money is to use the Line of Credit.

Dr. Flemming stated that in theory the debt service line of the adopted budget was coming from the Line of Credit.  He stated that the $5 million dollar draw was covering the debt services payment.  He stated that the adopted budget figure $8.4315 and this one is $1.9875 and the difference is $3.4315.

Jim stated there was two ways to think about the budget model 1) we can make it, we can recover and become a real college again or 2) another way of thinking is that we are toast; depending on whether we choose to be a liberal or a conservative on what is going on.  He stated that the District is not fiscally a viable institution in the long run if we have to pay back this loan out of our operating budget.  Dr. Flemming stated that we had three options: 1) to pay it back on the Chancellor’s Office terms, which is after a year service requirements kicks in and the bill will become larger, 2) to forgive the Line of Credit which requires legislation and 3) interest only.  Jim stated that he read AB318 and stated that there was no language in it which states that the Line of Credit has to be repaid and that was the interpretation of the state.

Jim stated that the District’s receives advanced apportionment every year in July, which states that we are entitled to receive what we got last year as an estimate.  He stated that the way the systems works is that if we receive less FTES, then the money will be eventually be taken away.  He stated that the Line of Credit is not tied to FTES, it is a loan.

Fred Lamm wanted to know what the intent of AB318 and Jim stated it was a mechanism so that Compton could restore itself.  He stated that he spoke with Fred Harris who stated that given the state climate right now and that there is no money for anything or anyone he could not say that the state would take care of it..  Dr. Flemming stated that the other problem was a distinction between emergency and advanced apportionment. Someone could argue we were given protective funding of $30 million dollars to service 2800 FTES in 2006-2007.  It could be considered as a grant because there was no pay back involved. 

Nehasi wanted to know why we could not get the total amount that was necessary to address all the issues around campus.  Jim sated that Fred Sturner had given him a list of the structural problems, which would approximately $4 - $5 million dollars to effectuate.  He stated we could go to the Line of Credit to take care of these issues, but first we have to ask the state about paying the money back; then we need to fix the structural problem.  He stated it was not just the Learning Resource Center that was an issue, there were also electrical concerns.  Nehasi stated he thought there was a pot of  State money for infrastructure.  Jim stated there was another pot of money, called the Bond project, that the voters approved for a specific list of projects.  Dr. Harmon wanted to know why those were not being completed.  Jim stated the reason we are not proceeding with them now is that even though the voters authorized the sale of the Bonds, no one actually choose to sell the Bonds in the last few years.  He also stated that as of today the bonds could not be sold because, technically, the State of California is bankrupt.

Dr. Fleming wanted to know if the $15 million dollar Bond  draw is dormant.  Jim stated we could not go to market with the bond fund until such time as the State of California gets out of bankruptcy.  Dr. Harmon wanted to know if we could go ahead and take care of the issues and then , when we can sell the bond, pay back.  Jim stated that we could use bond money to pay for those projects that are associated with the list that the voters originally approved, but this did not match the entire list of needed repairs .    Joseph stated that over the years he has seen a lot of money being spent but has not seen anything significant being done.  Jim stated that every time that the institution has tried to do something with the facilities it gets hampered with problems like those with  Learning Resource Center and the Voc Tech fire alarm system..  Nehasi stated he would like to know where the $13 million dollars was spent.  He stated that you could not go around the campus and find $13 million dollars worth of work that has been done.

Nehasi wanted to know how much longer Jim had on his contract and Jim replied four months.  Dr. Harmon stated they were in the process of hiring.

Nehasi wanted to know about the cuts of $1.4 million dollars.  Jim stated that one thing that he is committed to do is to make sure we no longer have a structural deficit.  That means next year, we can no longer spend  more that we take in; we therefore have to reduce expenditures.  He stated that he attached a proposed list of reductions, which came from each of the managers.  He stated that right now the list of cuts  is very soft.  Jim stated that the Provost has made it very clear that next year that he wants a balanced budget at inception.

Jim stated the next document was the current budget, which shows how much money has been actually spent in each of the categories through December 2008.  It also showed projections on how much we expect to be spending for the next six months, from January through June 2009.  It is an analysis of our current situation.  We did it two ways, by object of expense and by managers.  Dr. Harmon stated that if we look at hers and Dr. Dever’s budget, a lot of things that should have been placed in Dr. Dever’s budget were placed in her budget.  She stated her budget now has an excess of $3 million dollars and Dr. Dever is in deficit  over $2 million dollars.  Jim stated that this year’s budget was messed up and that the money is being spent in different accounts than those  it is budgeted in.  Joseph wanted to know who did this and Jim replied that he only wanted to make the point and it was not his desire to place blame.  He stated that he has spoken to all of the managers and they will be moving money around so all the negatives and positives will be  where they belong.  For example, people have been moved around and instead of being charged to their new area, they were still being charged to the old area.  That is now being corrected.  Jim stated that he is not prepared to discuss the revenue.  He is trying to figure out why we are not getting all of our student fees, especially foreign students’ fees.  He will report on revenue when he has an actual number.

Jim spoke about the projected beginning balance for next year , which is zero.  He stated that when this year is over with we will be running a deficit that will be smaller than we had before.  He  stated that whatever deficit we have will be covered by the Line of Credit.  Jim stated most of it will probably be a revenue shortfall.  Dr. Flemming stated that the adopted budget ending balance was a positive $1.8 million and to go to a negative $1.3 million is a $3 million dollar swing in the wrong direction.  Jim stated we would cover whatever negative balance exists  He is still waiting on getting the final audit report to see what our real beginning balance was for this year.  The real reason for this swing is that charges were made to the bond fund on things that were not approved by the voters.

The budgeted expenditure for next year is $28.6 million dollars.  He will try to reduce expenditures by $1.3 million and will work on refining this effort at the  next meeting.  Jim asked the group if they wanted to spend the next meeting talking about capital outlay or the operating budget.  Nehasi wanted  to discuss the planning part regarding the budget.  Joseph requested a list of facilities that the committee could vote on.

Meeting adjourned at 4:40 p.m.

1

