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II.  Overview of Proposed Community Colleges Budget (Office of the Legislative Analyst)
	

	Figure 1

Community College Budget Summary

	(Dollars in Millions)

	
	Actual
2005‑06
	Estimated 2006‑07
	Proposed
2007‑08
	Change From

2006‑07

	
	
	
	
	Amount
	Percent

	Community College Proposition 98
	
	
	
	

	General Fund
	     $3,669.7
	      $4,039.6
	    $4,223.6
	    $184.0
	       4.6%

	Local property tax
	       1,802.7
	        1,857.4
	        2,050.5
	       193.1
	      10.4

	Subtotals, Proposition 98
	    ($5,472.4)
	  ($5,897.0)
	   ($6,274.1)
	    ($377.1)
	      (6.4%)

	Other Funds
	
	
	
	
	

	General Fund
	(264.8)
	(293.3)
	(278.6)
	(-$14.7)
	(-5.0%)

	Proposition 98 Reversion Account
	35.6
	22.3
	--
	-22.3
	-100.0

	State operations
	9.2
	9.7
	9.9
	0.2
	2.1

	Teachers' retirement
	82.2
	83.0
	82.0
	-1.0
	-1.2

	Bond payments
	137.8
	148.3
	187.3
	39.0
	26.3

	Loan for Compton CCD
	--
	30.0
	--
	-30.0
	-100.0

	Compton Loan Payback
	--
	--
	-0.6
	-0.6
	--

	State lottery funds
	177.9
	173.9
	173.9
	            --
	          --

	Other state funds
	13.3
	13.9
	13.7
	-0.2
	-1.4

	Student fees
	344.9
	321.7
	281.9
	-39.8
	-12.4

	Federal funds
	249.8
	267.0
	267.0
	            --
	          --

	Other local funds
	1,241.7
	1,326.9
	1,326.9
	            --
	          --

	Subtotals, other funds
	($2,292.4)
	 ($2,396.7)
	   ($2,342.0)
	    (-$54.7)
	       (-2.3%)

	Grand Totals
	     $7,764.8
	$8,293.7
	$8,616.1
	      $322.4
	        3.9%

	Detail may not total due to rounding.
	
	
	
	
	

	


III.  Student Enrollment Growth  
Current law requires that the state provide a minimal level of funding to support student enrollment growth at the community colleges.  Recently-enacted statute (Chapter 631, Statues of 2006) calls for enrollment growth funding to be provided based on the average growth rate of two populations:  19- to 24-year olds and 25- to 65-year olds.  For 2007-08, the change in these two populations is projected to grow by 1.65 percent; an increase of this amount would call for an additional 19,000 full-time equivalent students (FTES) at a cost of $90 million.  

Governor's Budget

Exceeding the statutorily-required level, the Governor's Budget provides $109.1 million in funding to support a 2.0 percent growth in student enrollments (approximately 23,000 FTES).  This amount is in excess of the statutory growth rate, but less than the 3.0 percent enrollment growth levels requested by the Community Colleges Board of Governors.  

Current-year Enrollments
The current-year budget provides $102.6 million to support 2.0 percent enrollment growth in general apportionments and 1.74 percent growth in selected categorical programs.  
While some campuses continue to enjoy healthy enrollment growth, other campus enrollments are declining.  Depending on the campus, there are a variety of factors that could be impacting current-year enrollment levels, including:  (1) the condition of the region's economy, either luring students away from campus and into the local workforce or motivating them to return to college; (2) a substantial decrease in the number of "unfunded" student enrollments; (3) the impact of student fee reductions; and (4) the availability of specific course offerings.  

Prior-Year Restoration Funds

In addition to the amount available for enrollment in the current year, the Community Colleges budget retains unused growth funding from prior years.  These funds (known as "restoration funds") allow districts with declining enrollments to be held harmless for one year and have a period of time in which to recover those lost students.  After that one year, if the enrollment slots for which the district is funded remain vacant, the district loses the funding, but it is retained in the Community Colleges' base budget.  Districts then have three years to increase their enrollments back to the original level, thus "earning back" or "restoring" that funding loss.  If these restoration dollars remain unused by the community colleges at the end of any given fiscal year, they are generally available for one-time purposes such as covering shortfalls in student fee revenue or providing general apportionments to districts.
When combined, the current-year enrollment growth funding, coupled with the restoration funding, will allow the community colleges to grow approximately 5% in the current year with total funds that exceed $250 million.  

Based on Fall 2006 enrollment data, the Community Colleges Chancellor's Office is estimating current-year growth of approximately 3 percent; however, it is unclear how much of this increase is due to actual "growth" in the current year, versus districts that are "restoring" past-year declines.  Under any circumstance, the numbers are likely to change based on the second academic term, and the Chancellor's Office, Department of Finance, and Legislative Analyst are all working together to establish a better current-year estimate.  Staff would note, however, that even under the most optimistic scenario, Community Colleges will not grow by the 5 percent for which they are provided funding.  As such, the committee may wish to explore alternative uses for the unneeded current-year funds.  
Potential Current-Year Action
Barring any action by the Legislature, any unused 2006-07 enrollment growth dollars or prior-year restoration dollars (those that were originally appropriated in 2003-04) will revert to the Proposition 98 Reversion Account to be allocated out in future years for other K-14 purposes.  However, under the Elizier Williams v. State of California (Williams) legal settlement, 50 percent of any funds reverted to the Proposition 98 reversion account must be reappropriated for emergency facility repairs in K-12 low-performing schools.  

In addition to allowing the unused funds to revert (per the above comments), the Legislature has several options.  First, the Legislative Analyst suggests tapping these unused funds to reduce the current-year Proposition 98 guarantee (as previously discussed in K-12 hearings held by this committee).  This would require action by the Legislature to amend the 2006-07 Budget Act, before the end of the current fiscal year.  Second, the committee may elect to allow the community colleges to retain those unused funds and redirect them for another purpose.  This option also requires the Legislature to amend the current-year Budget Act before the end of the fiscal year and reschedule the funds to align with the new purposes.
At present, the Community Colleges Chancellor's Office is proposing that any unused funds be retained within the community colleges budget and redirected to a variety of the community colleges' unfunded budget proposals (many of which are discussed later in this document).  Potential one-time uses include (1) backfilling shortfalls in local property tax and/or fee revenues; (2) augmenting the amount available for physical plant improvements and instructional equipment; (3) providing funding for mandate reimbursements; (4) increasing funding for technology; and (5) providing resources for career-technical education equipment.  
2007-08 Enrollment Growth Projections
For 2007-08, the Governor proposes to fund two percent enrollment growth, a target that the colleges may or may not reach.

In response to the current-year enrollment trend, the community colleges are in the process of reevaluating the amount of enrollment growth necessary in 2007-08.  As part of its Fall 2006 systemwide budget proposal, the Chancellor's Office requested enrollment growth totaling four percent (or $170 million). 

In its Analysis of the 2007-08 Budget Bill, the LAO conducted its own review of enrollment growth projections and trends and determined that providing funding for enrollment growth of 2.0 percent would be excessive.  Given that prior-year enrollment dollars have gone unused, the LAO is recommending that the Legislature only fund enrollment growth at the statutorily-required level of 1.65 percent, citing this as a more sufficient level to meet enrollment demand at the community colleges.  Further, the LAO asserts that reducing the amount of funded enrollment growth would free up $19 million (Proposition 98) for another, perhaps higher priority purpose.  

Staff recommends that the committee hold open action on either the proposed augmentation of $109 million for enrollment growth in 2007-08 or reductions to the current-year budget, pending both the Governor's May Revision and better estimates of current-year enrollment levels.  NO ACTION
IV.  Basic Skills

The Administration proposes to shift $33.1 million from the community college's Basic Skills categorical program to the Matriculation program.  
Definitions

Basic Skills courses include pre-collegiate work in such areas as elementary mathematics and English, while Matriculation provides a variety of services to students beginning when they first arrive on campus and continuing until they leave or graduate.  Specifically, these activities include orientation, assessment, placement, and counseling.  

The current-year Budget Act (as well as prior Budget Acts) specifically fund enrollments in the Basic Skills program over and above the enrollment "cap" of the district.  The growth "cap" is a district-based enrollment ceiling, set annually by the Chancellor's Office depending on the amount of enrollment growth funding available in the budget.  Districts that grow enrollments beyond this ceiling receive no state dollars to support those students.  However, in recent years, the Legislature has allowed a district's Basic Skills program to grow beyond their enrollment "cap" by specifically appropriating dollars for this purpose in the Budget Act.  These dollars are commonly known as "Basic Skills Overcap."  
Current Status
According to the Legislative Analyst, enrollment levels in Basic Skills programs statewide have – since 2003-04 – failed to push districts beyond their growth caps.  As such, these dollars are no longer being used for their original purpose.  Under control language enacted in both the 2005-06 and 2006-07 Budget Acts, Basic Skills Overcap dollars that are not used to support enrollments in the Basic Skills program are available on a one-time (per Basic Skills FTES) for specified uses by the districts.  
The Governor, the Legislative Analyst, and the Community Colleges all have differing perspectives on how these now unneeded Basic Skills enrollment dollars should be used.

Governor's Proposal

The Governor proposes shifting the entire balance of the Basic Skills overcap fund ($33.1 million) to the Matriculation program, hence, using the funds for an entirely different purpose.  The Administration further targets the use of the funds by specifying that $19.1 million would be used to serve students determined to be most "in need" of matriculation services; priority would be given to high school graduates transitioning to community college.  The additional $14 million would be used to increase the base funding of the Matriculation program.  
Legislative Analyst Proposal

First and foremost, the LAO recommends that the unused overcap funds be eliminated from the community colleges' budget and thus reducing the amount of Proposition 98 spending proposed for both the 2006-07 and the 2007-08 fiscal years.  The LAO notes, however, that if the Legislature is committed to retaining the funds within the community college budget, it should reallocate the funds, using a block grant format, and target those colleges serving the least prepared students.  This approach would allow the selected districts flexibility to choose how the funds would best be spent.  

Community College Proposal

The community colleges propose that, consistent with past legislative actions, the overcap funds remain in the Basic Skills categorical program and be allocated to districts based on the current per Basic Skills FTES methodology.  Under this proposal, funds could be used for a variety of activities, including assessment and planning, curriculum development, counseling, supplemental instruction, tutoring, instructional materials and the like.  Colleges would need to participate in a Basic Skills program "self-assessment", which is a tool developed by researchers to assess the efficacy and efficiency of campus-based Basic Skills programs.  
Staff recommends that the committee hold open action related to the proposed funding shift, pending the Governor's May Revision and a better assessment of current and future Proposition 98 funding levels.  NO ACTION. 
V.  Unfunded Community College Budget Proposals (Information Only)
The community colleges requested additional funding for a variety of programs that were not approved by the Administration or included in the Governor's Budget.  Following is a listing of the several items which were denied funding.  

1. Part-Time Faculty Office Hours and Health Insurance ($12 million)
Funding would be used to provide for the state's share of both the Part-Time Faculty Office Hours Program and the Part-Time Faculty Health Insurance Program.  Each of these programs requires a 50 percent local match, thereby leveraging state funds and providing an incentive for local community college districts to pay part-time faculty for providing office hours as well as offering health insurance benefits to part-timers. 
2. Career Development and College Preparation ($30 million)

In prior years, this item was known as Non-credit instruction.  Non-credit instruction (also called Adult Education within the K-12 system) includes such courses as Basic Skills; English as a Second Language (ESL); Citizenship; Parenting; short-term vocational education programs; and educational programs for older adults and persons with substantial disabilities.  
Current law (Chapter 631, Statues of 2006) establishes a new subcategory of non-credit courses, now defined as "career development and college preparation" courses.  These courses are designed to be a "gateway" for both recent immigrants and long-term residents into higher education and/or the workforce.  Current law further defines which noncredit courses meet the parameters of this new subcategory.  
Under the enacting legislation, these "gateway" courses receive a supplemental rate per FTES.  Regular non-credit courses are funded at $2,626, or about 60 percent of the credit FTES rate (approximately $4,637).  These new enhanced/gateway courses receive a supplement of approximately $466 per FTES, bringing the rate to $3,091. 

This $30 million augmentation request was designed by the Chancellor's Office to be the second step in a multi-year process to increase the rate of "gateway" non-credit enrollments to the credit FTES rate.  An additional $30 million in 2007-08 would increase the existing rate by another $465 per FTES or 15 percent.  

3. Restore Support for Matriculation Services ($14 million)

The community colleges are requesting that the state provide additional funding for matriculation services, restoring funding to prior levels.  This amount represents the second year of a two year request which began with a current-year augmentation of $24 million.  According to the Chancellor's Office, the availability and use of these services may spell the difference between educational success and an inconclusive one.   
Funding for this program has varied in recent years, with a low of $54.3 million (for both the 2002-03 and 2003-04 fiscal years) and a high of $72.3 million in 2001-02.  In his 2007-08 Budget Proposal, the Governor includes approximately $134.4 million for matriculation (of this amount, $33.1 million was redirected from the Basic Skills program).
4. Increase Ratio of Full-Time Faculty ($45 million)

The Chancellor's Office is requesting that the state provide funds to help districts make progress towards achieving the current statutory goal of full-time faculty providing 75 percent of the district's instruction.  
5. Student Services for Newly Accredited Colleges ($873,000)

This proposal would provide funding for student support services at new colleges.  Under the current fiscal process, newly accredited colleges are not eligible for an increase in base funding support without a budget augmentation specifically for that purpose.  
VI.  Nursing Education
Background and Recent Strategy

In recent years, the Legislature has taken a multi-pronged approach to addressing the state's well-documented nursing shortage.  This strategy has included: (1) increasing the number of students enrolled in nursing education programs; (2) increasing the availability of career "pathways" from K-12 to postsecondary education to various health professions; (3) providing "seed money" for colleges to start up new nursing programs or expand existing ones; (4) encouraging individuals to obtain their Masters' Degree in Nursing and return to teach in college nursing programs; and (5) providing financial incentives for nurses to practice in the State's 24-hour care facilities (including state hospitals, prisons, and veteran's homes).  
At the post-secondary education level, the state has consistently been systematically increasing the number of "slots" in nursing programs at the community college level (RN's or Registered Nurses); the California State University (RN's, Baccalaureate degree nurses, and Masters' degree nurses); and the University of California (Baccalaureate degree and Masters' degree nurses).  

Community Colleges

The Governor's Budget provides a total of $25.9 million in ongoing funding for nursing education; $9 million of this amount is new for 2007-08.  Of this total, $14 million is continued from prior years to support increased nursing enrollments and unmet equipment needs; $8 million would be used for attrition-reduction services; and $3.9 million would increase the availability of nursing prerequisite courses (such as anatomy, micro-biology, and physiology).  The dollars targeted at attrition reduction may be used by a district to increase student enrollments, if the district has a nursing program attrition rate below 15 percent.  
In addition to the ongoing funds referenced above, the Governor has also proposed $9 million in one-time dollars (current year) for the community colleges to develop five new nursing programs ($5 million) and establish four new nursing "simulator" laboratories ($4 million).  

Issues

The LAO has raised concerns with two specific provisions of this proposal, specifically, the $9 million in one-time funding and the augmentation of $3.9 million to increase prerequisite courses.
The LAO recommends deleting the $9 million in one-time funds because it finds that the need for additional funding for the stated purposes has not been justified.  Staff, however, recommends that the Legislature, which has consistently urged the expansion of new nursing programs, consider approving the request (pending the May Revision), with modifications allowing the funds to be used for a broader set of one-time purposes.  NO ACTION
Both the staff and the LAO recommend deleting the Governor's $3.9 million request to increase prerequisite courses.  Staff further recommends redirecting those funds to nursing enrollments and attrition reduction services.  Specifically, it remains unclear how the funds would be used.  By one account, the funds would provide colleges with a supplemental funding "bump" for this particular category of courses.  However, funding these courses at a supplemental rate would create a precedent of providing differential funding rates depending on the type of course – a funding mechanism which has generally not been supported by the Legislature.  Other options include allocating a set amount of money to each college strictly as a monetary incentive to increase course offerings in those disciplines.  
In addition to the above-noted concern, both the LAO and staff assert that increasing prerequisite courses is not a solution to the nursing shortage.  By all accounts, nursing programs at the community colleges continue to be substantially oversubscribed.  Any additional support provided to the community colleges for nursing would be better used if it was targeted to either increasing the number of slots in these programs or augmenting the student support services available to ensure that students complete the program.  

California State University (CSU)
The Governor's Budget provides a total of $2.7 million in ongoing funding specifically for nursing enrollments.  These dollars fund a total of 410 FTES in a combination of accelerated Masters' degree programs and regular Masters' degree programs, as well as 35 FTES in Baccalaureate degree programs.  Total enrollments for these programs far exceed the numbers referenced above and are funded within the base operations of the CSU.  Of this $2.7 million, CSU is using $1.7 million to educate a cohort, every three years, of students in accelerated Masters' programs.  These "Entry-Level Masters" programs allow a student who previously obtained their baccalaureate degree in a non-associated subject matter to obtain both their RN degree and their Master of Science in Nursing degree during a consolidated three-year period.   

Issues
Two issues have emerged with regard to funding CSU's nursing enrollments.  First, the LAO and staff would note that the state's approach to funding both CSU and the University of California's nursing students has been inconsistent.  In some cases, we have required that the enrollment increase be funded from within the total enrollment growth funding provided annually in the Budget Act.  Sometimes we have provided colleges with a supplemental "bump" in the per student rate, other times, we have not.  In other cases, we have funded these students "outside" of the university's enrollment growth allocations, and as such, have provided funding that represents the full-cost of instruction.  Moving forward, the Legislature will want to consider adopting a more standardized approach to funding nursing enrollments.  
In addition to the 445 total FTES referenced above, the Governor's 2007-08 budget would require the CSU to absorb 340 baccalaureate degree nursing students, within their proposed 2.5 percent enrollment growth allocation.  Staff notes that, given the condition of CSU's "over-enrollments" (exceeding 6,000 FTES) in the current year, CSU may have difficulty absorbing these additional 340 FTES within their 2.5 percent.  NO ACTION 

University of California (UC)
The Governor's Budget provides a total of $1.7 million in ongoing funding specifically for nursing enrollments.  These dollars fund a total of 122 FTES in accelerated Entry-Level Masters' degree programs and 20 FTES in regular Masters' degree programs.  Like the CSU, total enrollments in these programs far exceed the numbers referenced above and are funded within the base operations of the UC.  In addition, UC intends to educate an additional 216 FTES in baccalaureate nursing degree programs, the cost of which will be absorbed within their normal growth targets.   

Issues
No specific issues have been raised regarding the UC nursing proposal.  However, UC notes that any decrease in the amount of funding provided for general enrollment growth for (below the 2.5 percent proposed by the Governor) will substantially hinder their ability to meet these nursing enrollment targets.  NO ACTION 
VII.  Student Academic Preparation Programs.  The Governor's Budget, again, fails to provide any state funding for either the UC or CSU student academic preparation and retention programs.  This equates to a loss of $26.3 million for these programs ($19.3 million for UC and $7 million for CSU).  

This action by the Administration appears to be consistent with its "Compact" with the university systems.  The compact requires UC and CSU to provide at least $12 million and $45 million, respectively, to continue supporting the most effective academic preparation and retention programs, while the Administration fails to guarantee General Fund support for the programs.

Staff notes that while this action may mesh with the Administration's Compact, it is not consistent with prior actions of the Legislature, which has repeatedly restored funding for these programs.  

As part of the 2005-06 budget process, the UC adopted a new Accountability Framework for its Academic Preparation programs.  Under this new Accountability Framework, programs are charged with meeting broad academic achievement goals over a three- to five-year period.  The goals for students participating in these programs include:  (1) completing the A-G college preparatory course pattern in high school; (2) being academically ready for a four-year college (not just UC); (3) completing high school (by graduating and passing the CAHSEE); and (4) being ready to transfer to a four-year institution as a community college student.  In addition, programs have the goal of establishing and maintaining K-20 educational partnerships.  

In its recent (annual) report to the Legislature on Student Academic Preparation and Educational Partnerships, the UC reports that its programs have made increased progress towards meeting the goals outlined above.  

At the CSU, Early Assessment Program (EAP) is the primary beneficiary of the state support.  The EAP program seeks to improve the proficiency level of entering students by assessing their English and mathematics skill levels while the student is still in high school.  
In addition to the above-noted programs, the Legislature also provides funding for the California State Summer School for Mathematics and Science (COSMOS).  The COSMOS provides academic preparation activities for 540 high achieving high school students annually in a residential environment.  While not part of UC's formal Accountability Framework, student success in this program has been highly regards and "graduates" of the program are much more likely to ultimately pursue careers in science, technology, engineering, or mathematics fields.  

The Legislative Analyst continues to raise concerns with how the funds are allocated, as well as the data available from evaluations of the programs.  According to the Analysis of the 2007-08 Budget Bill, student academic preparation programs are generally supported by the LAO.  Consistent with prior analyses, the LAO recommends an alternative approach to funding academic preparation programs.  Under the LAO's recommendation, the state would implement a new College Preparation Block Grant program, whereby the Legislature would shift the funding away from the university systems and instead use the dollars to target K-12 school districts with low college participation rates.  Further, the LAO recommends that the legislature transfer funding that has been set aside for evaluation and research from the university systems to an external evaluator, in order to better assess the efficacy of the programs.  
Staff notes that while the university systems, students, and the Legislature continue to tout the success of student academic preparation programs, retaining state funding to support these programs has turned into a perennial issue for the Legislature.  Each year the Administration cuts funding for the programs and the Legislature fights to restore it.  While funding for student academic preparation is clearly a high priority for the Legislature, it remains unclear why the Administration continues proposing the elimination of state funding for these programs.  

Staff recommends that the committee approve augmentations of $19.3 million for UC and $7 million for CSU to backfill the reductions contained in the Governor's Budget.  APPROVED AUGMENTATIONS; ADOPTED BUDGET BILL LANGUAGE PER ORIGINAL HANDOUT
VIII.  University Long-Range Development Planning
Current Process  

Each campus of the UC and CSU prepare a Long-Range Development Plan or Physical Master Plan that guides the future expansion and development of the campus for the next 10 to 15 years.  This document serves as an outline of the campus's priorities, including its academic goals and target or projected student enrollment levels.  In developing these long-range plans, campuses consult with the local community in an attempt to develop mutually agreeable expansion plans.  However, an agreement between the campus and local community does not always occur.  A frequent topic of dispute is how both the campus and community will address potential impacts on the surrounding region.  

Legislative Analyst 

In its exploration and analysis of this issue, the LAO concluded that there is an absence of: (1) state accountability and oversight related to the campus's development of these plans; (2) standardization of public participation in the local process; (3) coordination with the university systems related to statewide enrollment projections; and (4) campus "fair share" agreements related to the mitigation of off-campus impacts.  
In an attempt to address a portion of the above-noted deficiencies, the LAO has drafted Supplemental Reporting Language for both the UC and CSU requiring the systems to report on a variety of features related to campus-based long-range planning.  The proposed language is included as an attachment to this document.  Staff recommends that the committee discuss the language but defer adoption until the May Revision, pending possible modifications.  NO ACTION 
IX.
  University of California Telemedicine Capital Outlay Program

As passed by the voters in November of 2006, Proposition 1D provided General Obligation (GO) bond monies to the University of California explicitly to expand telemedicine and medical education facilities (consistent with the UC plan to increase enrollments in medical schools).  The measure specified that $200 million would be available for this purpose.  The Governor's 2007-08 budget proposal appropriates $199 million, in a lump sum, to the University of California for the broad purposes of the Proposition.  
Use of Funds

UC indicates that it intends to divide the funds among the five campuses with medical schools (Davis, Irvine, Los Angeles, San Diego, and San Francisco).  Under this scenario, UC would distribute approximately $35 million per campus.  To date, each of the five campuses has submitted a proposal outlining how they intend to use the funds.  Davis, Irvine, San Diego and San Francisco all have proposed either the addition of new space or the renovation of existing space to accommodate increased medical school capacity and the telemedicine expansion.   Some of these projects would be "matched" with funding from non-state sources.  Neither staff nor the LAO have raised any concerns with these specific projects.  

At the time of the LAO's Analysis, the Los Angeles (LA) campus had yet to submit its proposal.  Since then, the LA campus has provided the Legislature with a partial funding plan.  Under the campus's plan, $19 million would be used to purchase telemedicine-related equipment.  Both LAO and staff have expressed concern over the incomplete nature of this request.  
Systemwide Reserve 
Of the $199 million, UC would "hold back" $24 million in reserve for the medical schools to "connect" with regional hospitals for telemedicine services.  At present, those dollars are not included in the project costs outlined by the campus.  Staff recommends that the appropriation of these dollars be withheld until next year (or later) at which point campuses will have developed plans for connecting with other medical facilities.  
Structure of the Appropriations

The Governor's Budget proposes to appropriate all $199 million to UC in a single sum rather than scheduling the dollars out on a project-by-project basis, as has been the standing practice.  Inherent in this appropriation methodology is the understanding that once funding for the project is scheduled in the annual Budget Bill, the Legislature has "approved" the project, including the scope of construction and associated costs.  
In order to remain consistent in its approach to both approving and funding projects, both staff and the LAO recommend that the committee amend the Budget Bill and specifically appropriate dollars on a project-by-project basis.  Further, staff recommends that the committee bifurcate the funding requests and only appropriate the amount needed in 2007-08, rather than the total amount. NO ACTION
X.
University of California, Berkeley, Energy Biosciences Institute
The Governor's Budget includes $70 million in lease revenue bonding authority for the University of California at Berkeley to construct two facilities aimed at researching alternative energy sources.  These funds would be provided in addition to the $890 million available to UC under the enactment of Proposition 1D.  The first project, known as Helios, would seek to develop new solar energy technologies.  Under the Governor's initial proposal, Helios would receive $30 million from the state to construct a new $100 million building.  The remaining funding would be derived from a variety of federal and private sources.  The second project, the Energy Biosciences Institute, would receive the remaining $40 million.  The short-term operations and research functions of the Energy Biosciences Institute would focus on alternative fuel sources and be funded by a ten-year $500 million grant from the BP (formerly known as British Petroleum) corporation.  Shortly after the release of the Governor's Budget, the Legislature was notified that UC and the Administration combined these two proposals into a single $70 million request.  
A variety of questions have been raised regarding both the facility proposal presented by the Berkeley campus and the nature of the University's public-private partnership with BP.  Specifically the committee may wish to further examine the following points:  

· Is the state actually "obligated" to build a $70 million building to comply with Berkeley's proposal to BP?
· How do these previously separate proposals (The Energy Biosciences Institute and the Helios Project) relate?

· How will this landmark public-private partnership be structured?  UC indicates that a contract between the Berkeley campus and BP will not be available until the end of the current fiscal year.
· Is this partnership with BP the best direction of UC's research agenda?

· What protections does the state have in regards to retaining the rights (and hence the royalties) to any commercial applications of research conducted at the facility?
· What "oversight" does the UC Academic Senate have over the researchers?  
· Is there an "ethics" committee to address issues related to biofuel development or other types of research and the subsequent commercialization of that research?
· How will UC guarantee more "transparency" if this project were to move forward?

· Why is the Administration proposing the use of Lease-Revenue bonds when a General Obligation (GO) Bond was just passed by the voters in November of 2006 (Proposition 1D) and a new GO Bond measure may be on the horizon?

· Who has future responsibility for maintaining the facilities after the conclusion of the BP grant?

NO ACTION 
Proposed Consent (APPROVED 3-0; WITH REMOVAL OF UC SANTA CRUZ CAPITAL PROJECTS FROM CONSENT LIST)  
6440-001-3054.
Support, University of California.  California Health Benefit Review Program.  
Increase item by $1,886,000 per April Finance Letter.  

6440-301-0648.
Capital Outlay, University of California.  Capital Outlay projects, per attached.  

6440-302-6048.
Capital Outlay, University of California.  Capital Outlay projects, per attached.

6600-001-0001.
Support, Hastings College of the Law.  $10,631,000

6610-002-0648.
Capital Outlay, California State University.  Capital Renewal  $50,000,000 

6610-301-0574.  Capital Outlay, California State University.  Minor Capital Outlay  $20,000,000

6610-301-6028.  Capital Outlay, California State University.  Add item per April Finance Letter for 

Minor Capital Outlay.  $7,000,000

6610-301-6028.
Capital Outlay, California State University.  Add item per April Finance Letter for 
Equipment for the Monterey Bay Campus Library.  $4,228,000

6610-301-6048.
Capital Outlay, California State University.  Capital Outlay projects, per attached.

6610-302-6048.
Capital Outlay, California State University.  Capital Outlay projects, per attached.

6610-492.
Reappropriation, California State University.  From fund number 6048, 2006.

6610-496.
Reversion, California State University.  San Francisco School of the Arts. 
$9,935,000

6870-001-0001.
Support, California Community Colleges. Chancellor's Office.  $9,935,000
6870-001-0890.
Support, California Community Colleges.  Chancellors Office.  Add item per 
April Finance Letter.  $12,000

6870-001-0909.
Support, California Community Colleges.  Fund for Instructional Improvement  
$14,000

6870-001-0925.
Support, California Community Colleges.  California Business Resource and 
Assistance Innovation Network Fund  $13,000
6870-001-6028.
Support, California Community Colleges.  Facilities Planning, Payable from the 
2002 Higher Education Capital Outlay Bond Fund  $1,833,000
6870-101-0001.
Local Assistance, California Community Colleges.  Add Language to CalWORKS 
Provision, per April Finance Letter.  

6870-101-0890.
Local Assistance, California Community Colleges.  Add item per April Finance 
Letter.  $235,000

6870-101-0909.
Local Assistance, California Community Colleges.  Fund for Instructional 
Improvement.  $302,000
6870-101-0925.
Local Assistance, California Community Colleges.  California Business Resources 
and Assistance Innovation Network Fund.  $15,000
6870-103-0001.
Local Assistance, California Community Colleges.  Lease Revenue Bond 
Payments.  $59,401,000
6870-107-0001.
Local Assistance, California Community Colleges.  Local District Financial 
Management and Oversight.  $350,000  

6870-111-0001.
Local Assistance, California Community Colleges.  CalWORKS Services, Foster 
Parent Training, Vocational Education, and Telecommunications/Technology.  $0
6870-295-0001.
Local Assistance, California Community Colleges.  Mandate Reimbursement.  
$4,004,000  
6870-495.  
Reversion, California Community Colleges. 
6870-497.
Reversion, California Community Colleges, Capital Outlay.  
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