

Adjusting to our economic reality requires strategic choices between increasing revenue, maintaining service levels at lower cost, downsizing the college and student opportunities to match the reduced public support, or some combination of all.

For the FY11 budget year the college employed a combination of strategies to balance the budget. Employees took a reduction to the negotiated salary schedule in the form of furlough days or other constrained increase.
While revenue from public sources is decreasing, we have not seen a loss in demand for our programs and services.
Extraordinary effort by employees including faculty flexibility to allow both full time and part time faculty to teach more classes was critical to this success. The combination of additional revenue and cost reductions enabled the college to both balance the budget and meet student demand. 

Reducing cost is an objective with which we have had some success but with 80 percent of our costs in staff compensation this shifts the burden of decreased public support to the employees.

Ending Fund Balance
[bookmark: _GoBack]The ending fund balance is essential to maintain the college’s credit rating as well as to ensure fiscal stability. Prior to issuing bonds last December we had a credit rating review by Standard and Poor’s. The raters were encouraged by our improved ending fund balance but expressed considerable concern about our ability to maintain appropriate levels. We were able to maintain our A+ rating but this is still lower than the AA rating for other community colleges in the state, and reflects our relatively lower level of reserves. Maintaining an adequate fund balance is critical to retain our rating and ability to issue the remainder of bonds as current projects are completed in the near future. To keep the interest costs to county taxpayers as low as possible we must maintain fiscal discipline and an adequate fund balance. Funding the last quarter after the fact is likely a continuing characteristic of our state funding for the long term, and it is more prudent to have the reserves to meet that regular requirement rather than being forced into short term borrowing as we have had to do in the past. The ending fund balance is not idle cash. It is comprised of working capital already allocated and in use throughout the college. One change we are able to make beginning in the FY 11 year is to budget a higher beginning fund balance than the required unappropriated ending fund balance. The difference will cover contingency balances that are required but are not expected to be expended except in emergencies. That places the fund balance at risk but frees up revenue that would otherwise be required to offset required contingency expense budget authority. For the FY12 budget we will be using about $2 million in reserves to balance the budget.
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