Kern Community College District
2010-11 Budget Summary

The Kern Community College District (KCCD) has taken steps to improve its financial strength in
preparation for significant and ongoing funding reductions by the State. Eighty-nine (89%) of
KCCD’s ongoing general fund revenue is directly determined by the outcome of the State
Budget process. This greatly exposes the District to any significant changes in the State’s fiscal
situation. The District’s goal over the course of the last few years has been to position itself to
manage the impact of funding reductions in well planned and effective manner in order to
minimize the effect on the District’s various stakeholders. This is being accomplished
districtwide through the implementation of expenditure control initiatives to maximize savings,
organizational restructuring, and increased student enroliment through 2008-09 all in an effort
to maximize revenue and increase year-end balances to build reserves in order to offset budget
reductions over the next three to five years. In addition, the Colleges have been shifting their
course offerings to a focus on Transfer, Career Technical Education and Basic Skills courses,
thereby generating expanding enrollment in the high demand primary components of the
California Community College mission.

Currently, there is a projected structural deficit of $20 billion dollars within the State budget. If
allocated proportionally this translates to approximately a 15% reduction to the District’s
annual State revenue allocation. The Governor’s 2010-11 proposed budget would result in
about a 1% reduction to KCCD general fund revenue. However, the Governor’s proposed
budget does not address the structural deficit. As much as the District would like to plan for
the 1% minimum reduction, as we learned from the 2009-10 State budget process this would
not be prudent. The District is planning for a budget reduction of up to 15 percent to its
general and categorical fund revenue. This will be achieved through a prioritized 5 to 15 %
organizational and operational restructuring with an emphasis on core mission — transfer,
Career Technical education and basic skills education.

Based upon the potential magnitude of this budget reduction and the impact on districtwide
operations it is recommended to utilize one time reserve funds to manage this reduction over
time by doing the right thing to reinvent ourselves. The attached worksheet reflects
projections of the District’s future Unrestricted and Categorical funds, and incorporates a
proposal to utilize a combination of District and College reserves to balance the budget and
mitigate impact of restructuring over the next three to five years.

The following are key assumptions incorporated into the analysis:
Revenues
e 2008-09 Audited actual data
e 2009-10 Allocation of P1 revenues to colleges resulting in a $2.8 million increase over
adopted budget due to State revenue projections coming in as projected in State
budget.
e 2010-11 Projects unrestricted and categorical state revenues decreased -10%



2010-11 reduced revenues due to affect of one time reserve contribution and carryover
for Categorical Programs being exhausted.

2011-12 Project unrestricted and categorical state revenues decreased -5%.

2012-13 Project unrestricted and categorical state revenues to be unchanged at 0%
2013-14 & 2014-15 Project unrestricted and categorical state revenues to increase by
2%/year

Expenditures

2008-09 Audited actual data

2009-10 Adjusted for unbudgeted retroactive impact of salary change for classified staff.
2011 thru 2015 project step and column movement at $700,000/year.

2010-11 Projected impact of second $2.50/hour increase to adjunct faculty rate

2012 thru 2015 Projected fiscal impact on District for moving to revised benefits cap with
classified staff. Assume 5.5% change in premium cost

Reserves

2010 thru 2015 Adopt a $1 for $1 reserve match program between District and College
Reserves with a maximum of a $2 million dollars per college per year.
Maintain overall reserves at 10% or greater
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