
 
 
 

A Fiscal Advisory From the Chancellor Concerning  
California’s Budget and the Outlook  

For the Peralta Colleges  
 

 
Legislative Analyst’s Office Fiscal Outlook 
 
Last November, the California Legislature’s nonpartisan budget and policy 
advisor, the Legislative Analyst’s Office (LAO), released its annual Fiscal 
Outlook. The report provides an assessment of the State’s current fiscal 
condition, as well as a five-year economic and budget forecast.   
 
The LAO report suggests that, absent corrective action, California will face a two-
year budget shortfall of $25 billion. It is speculated that there will be another 
round of reductions to get the state through the end of this fiscal year in June 
2011.   
 
The increased budget shortfall of $6 Billion for 2010-11 fiscal year is being 
attributed to unrealistic revenues and expenditure assumptions. For 2011-12, the 
LAO projects a $19 Billion shortfall. When combined with the 2010-11 deficit, the 
State has a projected 2011-12 shortfall of $25 Billion.  
 
The LAO’s report is staggering and offers a critical assessment of the State’s 
budget challenges and its impact on California’s community colleges, including 
the Peralta Colleges. The full LAO report is available at:  
http://www.lao.ca.gov/reports/2010/bud/fiscal_outlook/fiscal_outlook_2010.pdf  
 
Implications for the Peralta Colleges 
 
The information included in the LAO report increases the probability of further 
reductions to California’s schools, community colleges and universities in both 
the current year and budget year.  The specific reductions and how they might 
impact the Peralta Colleges – Berkeley City College, College of Alameda and 
Laney and Merritt Colleges in Oakland – will depend on a number of factors.   
 
The State Chancellor’s office has stated that it is hard to imagine a scenario that 
does not include significant negative consequences for the community colleges, 
including the likelihood of mid-year budget cuts in the current fiscal year.    
 



I want to reassure you that we are taking every reasonable precaution to 
preserve cash at the Peralta Colleges and manage our limited resources. In 
examining the other California community colleges, we have found varied and 
impacting strategies being used to preserve cash and manage resources. In the 
past months, during the State’s budget impasse, colleges throughout the state 
have been required to initiate draconian steps, including borrowing money, 
freezing purchases, delaying payments to vendors and other measures.  
 
At the Peralta Colleges, we were fortunate to have some limited cash balances in 
place to address cash flow needs during the State’s deferral process. However, 
those resources are limited and cannot be sustained. As such, I am directing that 
we immediately take extra steps to conserve cash to help the Peralta Colleges 
through the rest of the fiscal year. I will continue to work with our Strategic 
Management Team to explore cash management strategies and prudent fiscal 
practices.   
 
Below are some basic points that I hope will stimulate helpful collegial discussion 
and assist us with cash management. These are steps that can relieve the 
pressure on cash and help prioritize our thinking and decision-making and help 
the Peralta Colleges sustain a positive cash balance:   
 

• Careful and ongoing budget monitoring. 
• Have a system in place to analyze and monitor cash flow in all funds. 
• Report cash flow status and projections to the Board of Trustees on 

a regular basis. 
• Build reserves/fund balances in all funds. 
• Conduct the California Community Colleges, “Sound Fiscal 

Management Self-Assessment Checklist.” 
• Attempt to accelerate cash inflows – Such as collections of 

receivables. 
• Can district reasonably slow down or stop purchase requisitions? 
• Can district keep open positions unfilled for a time? 
• Can an expenditure commitment be delayed or eliminated? 
• Is the purchase mission critical? 
• Is the purchase a legal or contractual requirement? 
• Is the item related to student or staff safety?  
• Does it have to be done now? 
• Do you need to travel to that location now? 
• Do we need to Freeze Object Codes 4000, 5000, and 6000, other 

than emergency and necessary expenditures? 
• Program review consideration 
• Faculty load/reassigned time 
• Use of hourly personnel budgets and/or use of overtime 

 
There has never been a more critical time to focus on our fiscal oversight 
responsibility. Please work with me on addressing the State’s fiscal crisis and its 



impact on the Peralta Colleges, our students, faculty and staff. Thank you for 
your support, and I look forward to engaging each of you in a healthy discussion 
on how, in these difficult budgetary times, we can best continue our educational 
mission and our commitment to our students.   
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