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January 16, 2009



URGENT

ATTENTION!

MEMORANDUM
TO:

Presidents

Chief Business Officers

FROM:
Dr. Scott Ralls, President
SUBJECT:
Additional Budget Management Measures– Fiscal Year 2008-09

Due to the worsening economic slowdown, Governor Perdue issued Executive Order #6 on January 13, 2009 that directed the Office of State Budget & Management (OSBM) to take additional steps to ensure that the budget is balanced on June 30, 2009.  On January 15, 2009, I received additional communication from OSBM that requires all State departments, institutions, and agencies to take additional budget management measures. 

OSBM’s analysis of General Fund collections through December 31, 2008, indicate that the most likely budget shortfall for FY 2008-09 is $2.0 billion, with a range of $1.8 billion to $2.2 billion. To manage this shortfall, OSBM is now requiring colleges to revert a total a 5%; this is an additional 1% above our previous reversion target of 4%. The System Office will be required to revert a total of 6%. OSBM’s memo further instituted a number of budget management strategies related to restricting hiring, travel, and purchasing. Colleges will NOT be asked to submit a Form 104 identifying these additional reversions, as these restrictions will naturally slow the colleges’ expenditure of State funds and OSBM intends to limit our cash allotments accordingly.
Per OSBM’s directive, the colleges shall implement the following spending restrictions effective immediately.
Travel

All State-funded travel shall be limited to instances involving employees’ routine job requirements and be within a college’s service area. Only college Presidents, Chief Financial Officers, and Chief Academic Officers may travel on normal job requirements outside the college’s service area; this travel, however, must be within the State. The only exception is travel specifically approved by the college President as an extraordinary and essential exception to this directive. No out-of-state travel should be conducted using State funds unless it is to reimburse expenses related to accreditation. Please remember, however, that even the limited travel allowed is subject to the availability of cash. 
Purchasing

No purchase orders may be issued for goods or services that will require the expenditure of State general fund appropriations except as specifically approved by the college President as an extraordinary and essential exception to this directive. This limitation does not apply to the purchase of supplies, equipment, and materials required for classroom instruction. Of course, such purchases are subject to the availability of cash. 

Hiring

Vacant positions, except for which prior commitments have been made, shall not be filled except as specifically approved by the college President as an extraordinary and essential exception to this directive. This limitation does not apply to community college personnel directly responsible for education, including faculty, counselors, registrars, and financial aid officers. Administrative and similar positions are not exempt from the limitation. On behalf of the System, the System Office will be required to report to OSBM each Friday beginning on January 30, 2009 on all exceptions made under this directive. Consequently, any college President approving an exception must report the position filled and reason for granting the exception to the Chief Financial Officer upon filling the vacancy.
As stated above, OSBM intends to reduce agency cash allotments accordingly. Consequently, the Division of Business and Finance will begin managing cash allocations to the colleges. Colleges will first be provided adequate cash to cover payroll expenses. To the extent possible, colleges will be provided cash for instructional equipment and non-personnel current expenses.
Capital

It remains unclear how the Governor’s Executive Order #6 will impact college capital funds. While we do not anticipate any impact to 200 bond funds, General Fund-supported capital funds that remain unencumbered may be at risk. We will continue to work with OSBM on clarifying this issue. In the meantime, colleges should proceed until otherwise notified. 
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