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Background

This analysis was prepared by the California Community Colleges Chancellor’s Office
(Chancellor’s Office) with support from the:

e Association of California Community College Administrators (ACCCA)
e Association of Chief Business Officials (ACBO)
e Community College League of California (League)

Its purpose is to provide information about the Governor’s January budget proposal as a
common resource for each organization’s further analyses and advocacy efforts. Over the
next several months, updated analyses will describe the proposed trailer bills, the
Governor’s May Revision, and the enacted budget.

Key Updates

Much of the information contained in this analysis remains unchanged from the January
8, 2021 version. However, a new section was added on the use of restricted funds and
updates were made to the following topics in the Major Policy Decisions section:

e Appropriations, related to the timing of deferral repayment for 2020-21 and the
new deferral for 2021-22

e College Affordability, related to the proposed financial aid application requirement
for high school seniors and a new Cal Grant for foster youth

e Diversity, Equity, and Inclusion, related to the proposed requirement for districts
to submit actionable equity plans

e Other Actions, related to online course offerings and the proposed dual admissions
program with the public university systems

Introduction

On January 8, Governor Newsom released his budget proposal for the 2021-22 fiscal year.
Under the proposal, the overall state budget would remain fairly flat compared to the
enacted 2020-21 budget, increasing slightly to $227.2 billion. General Fund spending
would increase by about $8.6 billion (5.5%) to $164.5 billion.

The proposed budget maintains the state’s recent commitment to paying down liabilities,
maintaining reserves, and increasing spending primarily for one-time initiatives. Major
themes of the Governor’s Budget involve addressing urgent needs in the context of the
pandemic due to the coronavirus disease COVID-19 and related economic impacts,
including:

e Offering relief to low-income Californians from the impact of COVID-19, including
an immediate “Golden State Stimulus” that would provide $600 payments to
individuals.

e Focusing on economic recovery through grants to small businesses; tax credits,
grants and other incentives for job creation; and investments in workforce
development strategies that encourage collaboration among higher education
institutions and their local workforce partners.
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e Providing support to facilitate re-opening schools for in-person learning, with a
focus on younger students and on ensuring support for low-income students,
English language learners, and foster youth.

Budget Overview

The Governor’s budget proposal for the California Community Colleges includes one-time
investments in emergency student financial assistance, work-based learning, mental
health, and student retention and (re)enrollment, along with new, ongoing investments in
online education infrastructure and expansion of apprenticeships. It includes ongoing
adjustments, including enrollment growth and cost-of-living adjustments (COLA), using
updated estimates of revenue, enrollment, inflation, and student participation. The
Governor’s Budget also proposes to buy down a significant portion of the 2020-21
deferrals.

BUDGET SHAPED BY CONTINUING HEALTH CRISIS AND ECONOMIC
UNCERTAINTY

The 2020 Budget Act was affected by the public health emergency associated with the
COVID-19 pandemic, and subsequent seismic shift in the state’s economic conditions. The
resulting recession led to a $54.3 billion shortfall in the state budget and a $13.6 billion
drop in the Proposition 98 guarantee (across 2019-20 and 2020-21). The budget prevented
immediate cuts to community college apportionments and categoricals by deferring
approximately $1.5 billion in funding for the system to 2021-22, with the hope that a
significant share of the deferrals would be rescinded if Congress approved a fourth
stimulus package with sufficient funding by October 15, 2020. That relief did not come
until December, leaving the full deferralin place for 2020-21.

Economic and Budget Outlook Improved; Yet Caution Reigns

The budget outlook has improved since the 2020 Budget Act despite the dramatic
increase in COVID-19 cases and continuing shutdowns across most of the state. State
revenues continue to outperform earlier projections related to improving employment in
many sectors, a growing housing market due to low interest rates and high demand, and
sales of taxable goods replacing some of the resources previously spent on untaxed
services. However, the economic recovery has been unequal, with the wealthy benefitting
from a strong stock market and comparatively low unemployment in professional
industries while the state’s low-wage workers in industries most affected by the pandemic
are left behind, exacerbating inequality. The Governor’s Budget summary notes that,
despite higher-than-expected revenues, the State faces an operating deficit as General
Fund expenditures grow faster than the “big three” revenues, projected to grow to over
$11 billion by 2024-25, constraining the ability to undertake expanded ongoing
commitments.
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More COVID-19 Relief Funds

In December 2020, Congress approved an additional $900 billion economic relief package,
the Coronavirus Response and Relief Supplemental Appropriations Act (CRRSAA - H.R.
133), which allocates $20.2 billion to the Higher Education Emergency Relief Fund. While
the funds will be allocated similarly to the Coronavirus Aid, Relief, and Economic Security
(CARES) Act, the new relief bill uses a formula that considers headcount enrollment in
addition to FTES, which benefits the California Community Colleges. The California
Community Colleges received $1.28 billion, not including additional allocations for
minority serving institutions or those with the most need. The flexible funds can be used
to defray expenses associated with COVID-19, carry out authorized student support
activities, cover lost revenue, and provide financial aid grants to students (including those
exclusively enrolled online, and without regard for students’ immigration status).

District Revenue Protections

In response to COVID-19 and its budgetary impacts, the system rapidly adapted its
priorities to focus on the fundamental needs of students, faculty, staff, and college
administrators, by seeking to support colleges while mitigating disruption to instruction,
the system’s focus on equity, and momentum toward the Vision for Success. As the COVID-
19 pandemic and resulting economic recession continue to challenge the system,
providing fiscal stability remains a top priority.

Throughout 2020-21, emergency conditions under Title 5, Section 58146 will continue to
be in effect. This section provides funding allowances due to emergency conditions such
as the COVID-19 pandemic. The intent behind this section is to prevent districts from
losing apportionment as a result of emergency conditions. For districts participating in
the COVID-19 Emergency Conditions Allowance, FTES protections are applied to the base
allocation of the Student Centered Funding Formula (SCFF).

In addition, the 2020 Budget Act extended the SCFF’s existing minimum revenue (hold
harmless) provision by two years, through 2023-24. Under this provision, districts will earn
at least their 2017-18 total computational revenue, adjusted by COLA each year, if
applicable.

EARLY ACTION PACKAGE

Aided by improved budget conditions, the Governor and Legislature have begun
conversations focusing on immediate actions that could support the health and economic
recovery of Californians. Possible considerations include an advanced spending plan, or
Early Action Package, providing targeted investments for affected populations. For
California Community Colleges, such a plan is expected to include:

e One-time investment of $100 million in emergency student financial aid assistance
grants, and
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e One-time resources of $20 million for retention and re-enrollment strategies,
including engaging with former students who may have withdrawn or prospective
students who are hesitant to enroll due to the impacts of COVID-19.

Potential consideration of an Early Action Package is expected in early Spring.

PROPOSITION 98 ESTIMATES
Minimum Guarantee

Each year, the state calculates a “minimum guarantee” for school and community college
funding based on a set of formulas established in Proposition 98 and related statutes. To
determine which formulas to use for a given year, Proposition 98 lays out three main tests
that depend upon several inputs including K-12 attendance, per capita personal income,
and per capita General Fund revenue. Depending on the values of these inputs, one of the
three tests becomes “operative” and determines the minimum guarantee for that year.
The state rarely provides funding above the estimated minimum guarantee for a budget
year. As a result, the minimum guarantee determines the total amount of Proposition 98
funding for schools and community colleges. Though these formulas determine total
funding, they do not prescribe the distribution of funding. The Governor and Legislature
have significant discretion in allocating funding to various programs and services.

Table 1 shows the budget’s estimates of the minimum guarantee for the prior, current,
and budget years. The community college share of Proposition 98 funding is at the
traditional share of 10.93% in each of these years. Included in this share is a small amount
of pass-through funding for school district-based apprenticeship programs. Prior to
calculating the community college share, funding for the Adult Education, Adults in
Correctional Facilities, and K-12 Strong Workforce programs, as well as transfers to the
Public School System Stabilization Account, are excluded from the total.

The funding for 2021-22 includes a one-time supplemental payment of $2.3 billion, as
required by the 2020-21 Budget Act. That statute requires the state to make temporary
payments equal to 1.5% of annual General Fund beginning in 2021-22 and continuing until
the state has paid $12.4 billion (the difference between the June 2020 estimates of the
Proposition 98 guarantee for 2019-20 and 2020-21 and the amount of funding schools and
community colleges could have received if state revenues had continued to grow). The act
also requires the state to increase the minimum share of General Fund revenue allocated
to schools and community colleges from 38% to 40% on an ongoing basis, with the
increase phasing in over the 2022-23 and 2023-24 fiscal years. It’s important to note the
Governor’s budget proposes to eliminate future Proposition 98 supplemental payments,
making the proposed $2.3 billion for 2021-22 a one-time payment rather than the first of
annual payments through 2024-25 as specified in the 2020-21 Budget Act.

A notable aspect of Proposition 98 funding for 2021-22 is the substantially different cost-
of-living adjustments (COLA) provided to K-12 and to the community colleges. The
Governor’s Budget provides a COLA of 3.84% to the Local Control Funding Formula to
make up for the lack of COLA in 2020-21. However, the proposed COLA for the Student
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Centered Funding Formula is 1.5%. In addition, the proposal continues, and even
increases, dollars from the community college share of Proposition 98 funding that are
passed through to the K-12 system.

Table 1: California Community Colleges Proposition 98 Funding by Source (In
Millions)

Change From
2020-21
Percent

Source  |2019-20 Revised 2020-21 Revised 202122 Change From

Proposed 2020-21 Amount

ALL PROPOSITION 98 PROGRAMS

General Fund $54,470 $56,942 $60,8352 $3,894 6.8%
tL;;al property 25,073 25,887 27,270 $1,383 5.3%
Totals $79,544 $82,828 $88,105 $5,277 6.4%

COMMUNITY COLLEGES ONLY®

General Fund $5,355 $5,467 $5,697 $230 4.2%
tL;’;al property $3,252 $3.414 $3,598 $184 5.4%
Totals $8,606 $8,881 $9,295 $414 4.7%

@ This amount includes one-time supplemental Proposition 98 funding for 2021-22.

b This amount reflects the Proposition 98 funding received by California Community Colleges excluding adult
education funding.

Updated Estimates for Prior and Current Years

Estimates of the minimum guarantee for 2019-20 and 2020-21 have changed slightly
compared to projections when the 2020-21 budget was enacted in June of last year, which
can occur if school enrollment, economic growth, or state revenues turn out to be
different than expected. Specifically, the revised estimates for 2019-20 and 2020-21 are
higher than was projected in June related to stronger revenues.

Required Transfer to Public School System Stabilization Account (PSSSA)

Proposition 2, approved by voters in November 2014, created the PSSSA, a new state
reserve for schools and community colleges. Under Proposition 2, transfers are made to
this account only if several conditions are satisfied. That is, the state must have paid off
all Proposition 98 debt created before 2014-15, the minimum guarantee must be growing
more quickly than per capita personal income, and capital gains revenues must exceed
8% of total revenues. The Governor’s Budget proposes a deposit of $3 billion into the
fund, including $2.2 billion for 2021-22 and $747 million for 2020-21.
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Though these transfers change when the state spends money on schools and community
colleges, they do not directly change the total amount of state spending for schools and
community colleges across fiscal years. Specifically, required transfers to the PSSSA count
toward Proposition 98 totals in the year the transfer is made. As a result, appropriations
to schools and community colleges in such a year could be lower than otherwise required
by Proposition 98. However, in a year when money is spent out of this reserve, the amount
transferred back to schools and community colleges is over and above the Proposition 98
amount otherwise required for that year.

CHANGES TO FUNDING FOR THE CALIFORNIA COMMUNITY COLLEGES

The Governor’s Budget includes $204 million in ongoing policy adjustments for the
community college system, compared to revised 2020-21 expenditure levels, as reflected
in Table 2. The system would receive around $600 million in funding for one-time and
ongoing programs and initiatives. Net new resources for community colleges are limited
as the proposal would pay back about $1.1 billion in outstanding deferrals but leave in
place a deferral of about $327 million.

Table 2: Proposed 2021-22 Changes in Proposition 98 Funding for the System (In
Millions)

2020-21 Revised Budget®

TECHNICAL ADJUSTMENTS

Student Centered Funding Formula (SCFF) other base adjustments (aside

from COLA and Growth) $97.6
Other technical adjustments -$48.6
Subtotal Technical Adjustments $49.0

POLICY ADJUSTMENTS

Ongoing

Provide 1.5% COLA for SCFF $111.1
Increase access to online technology as well as mental health services 30.0
Fund 0.5% enrollment growth for SCFF 23.1
Expand California Apprenticeship Initiative 15.0
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Invest in online education ecosystem and infrastructure 10.6
Provide 1.5% COLA for certain categorical programs® 6.1
Cover increased costs for broadband access provided by CENIC 8.0
Subtotal Ongoing Policy Adjustments $203.9
One-Time
Provide emergency financial assistance grants for students® 250.0
Address students’ basic needs related to food and housing insecurity 100.0
Support retention and enrollment strategies® 20.0
Expand work-based learning 20.0
Increase faculty professional development 20.0
Expand Zero-Textbook Cost pathways 15.0
Provide instructional materials for dual enrollment students 2.5
AB 1460 implementation and anti-racism initiatives 0.6
Subtotal One-Time Policy Adjustments $428.1
TOTAL CHANGES $681.0

2021-22 Proposed Budget? $9,379

aAmounts exclude Adult Education Program and K-12 Strong Workforce Program funding.

b Applies to CalWORKS, Campus Childcare, DSPS, EOPS, apprenticeships, and Mandated Costs Block Grant programs.

<A portion ($100 million) of the emergency financial grants for students as well as the funding to support retention and
enrollment strategies (S20 million) are proposed to be included in the Early Action Package described earlier in the report.

COLA = cost-of-living adjustment

The estimated and proposed Total Computational Revenue (TCR) for the SCFF increases
by $231.8 million from $7.435 billion to $7.667 billion. This reflects a proposed COLA of
1.5% ($111.1 million) and FTES growth of 0.5% ($23.1 million) and modified estimates for
hold harmless and other underlying estimation factors of $97.6 million. Further, the
following adjustments are reflected in associated offsetting revenues (all comparisons are
from the 2020-21 Budget Act to the 2021-22 Governor’s Budget proposal):
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e Property tax revenues are estimated to increase by $292.7 million from $3.305
billion to $3.598 billion.

e Enrollment Fee revenues are estimated to decrease by $10.7 million from $448.4
million to $437.7 million.

e Education Protection Account funding is estimated to decrease by $61.4 million
from $1.088 billion to $1.027 billion.

The 2019 Budget Act tasked the Chancellor’s Office with determining the SCFF formula’s
final 2019-20 funding rates based on total computational revenue of $7.43 billion as
determined by the Department of Finance. Because no COLA was provided in the 2020
Budget Act, those 2019-20 rates remained in place for 2020-21. Table 3 reflects the final
rates for the last several years, along with the projected rates for 2021-22, as modified by
COLA and other base adjustments. The distribution of funds across the three allocations
(base, supplemental, and student success) is determined by changes in the underlying
factors.

Table 3: Proposed 2021-22 Student Centered Funding Formula Rates (rounded)

2019-20 and Change

2018-19 2021-22 Percent

A i 2020-21 F 2020-
llocations Rates 020 Rates rom 2020 Change
Rates 21

Base Credit? $3,727 $4,009 $4,069 $60 1.5%
Supplemental Point Value 919 948 962 14 1.5%
\S/;T:eent Success Main Point 440 559 567 8 1.5%
\S/';lljl::leent Success Equity Point 111 141 143 ) 1.5%
Incarcerated Credit? 5,444 5,622 5,706 84 1.5%
Special Admit Credit® 5,444 5,622 5,706 84 1.5%
CDCP 5,444 5,622 5,706 84 1.5%
Noncredit 3,274 3,381 3,432 51 1.5%

@ Ten districts receive higher credit FTES rates, as specified in statute.

Appendix B compares the Governor’s proposed adjustments in funding for the system in
2021-22 to the Board of Governors’ budget and legislative request. Below we highlight a
few of the administration’s more significant policy decisions and related information.
Later in this analysis, we detail local support funding by program, capital outlay funding,
and state operations.

MAJOR POLICY DECISIONS

Apportionments

Provides for Growth and Cost-of-Living Adjustment (COLA). The proposal includes 0.5%
growth in access, and a 1.5% COLA for apportionments and selected categorical
programs. Decisions about any COLA were historically made by the Legislature during the

Update on Governor’s January Budget & Trailer Bills, February 12,2021 | Page 9



annual budget process. However, the budget plan in 2019-20 implemented a new policy
for the K-12 system’s Local Control Funding Formula (LCFF). Under this policy, LCFF
receives an automatic COLA unless the minimum guarantee is insufficient to cover the
associated costs. In that case, the COLA would be reduced to fit within the guarantee. As a
result, K-12 is receiving a compounded COLA to cover both 2020-21 and 2021-22.
Unfortunately, since the statute is silent on community college programs, community
colleges have only been provided the 1.5% COLA for 2021-22.

Pays Down Deferrals. The 2020 Budget Act did not reduce funding for most community
college programs. Instead, the budget deferred apportionment payments into the next
fiscal year. Those deferrals provided immediate, one-time budgetary savings for the state,
helping to balance the state budget in the context of the COVID-19-induced recession. But
deferred payments can cause cash flow problems for districts, requiring them to deplete
reserves and use internal and external short-term borrowing to meet ongoing obligations.
Moreover, deferrals can permit the state to authorize — and districts to maintain —
programmatic levels they can afford only by creating ongoing out-year obligations. These
obligations can make future program reductions more likely and more profound. The
Governor makes progress on pay-down of 2020-21 deferrals. The budget proposal for
2021-22 would result in the repayment of approximately $1.13 billion of the $1.45 billion
in deferrals for 2020-21, carrying over a remaining deferral of $326.5 million. This could
improve cash flow in 2021-22 for colleges and reduce pressure on future Proposition 98
funding.

Table 4: Apportionment Deferrals for the California Community Colleges
in 2021-22 Proposed Budget

Fiscal Year Deferral Action Net Deferral
2020-21° New deferral $1,453.0 $1,453.0
2021-22 Repayment -$1,126.5 $326.5

@2020-21 deferrals are detailed in Senate Bill No. 116, Chapter 25 Statutes of 2020.

Trailer bill language indicates that $300 million shall be allocated in each of the months
July, August, September, and October and $253.2 million allocated in November of the
budget year, accounting for the total $1.45 billion in deferrals from 2020-21. Any
additional federal funds that may be provided to the state for 2020-21 could be used to
accelerate the offset of the deferrals (starting with amounts deferred from months
occurring earliest in 2020-21). For the new 2021-22 deferral, $163.2 million in each of the
months May and June will be deferred to July, for a total of $326.5 million.

College Affordability

Provides Additional Emergency Financial Assistance. The proposal includes $250 million
in one-time funds for emergency financial assistance grants, $100 million of which would
beincluded in the Early Action Package (discussed earlier in the report) and intended to
go out quickly this spring. The funding would target full-time students who were
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previously working full time or the equivalent of full time and can demonstrate a financial
need. Trailer bill language addresses only the $150 million included for the budget year,
and not the $100 million intended to be included in the Early Action Package. The
language clarifies that students seeking emergency grants from the budget year funding
would have to self-certify that they:

e Are currently enrolled full time or were employed full time for at least one year
over the past two fiscal years (and not enrolled as a full-time postsecondary
student);

e Qualify as low income by meeting the requirements for a fee waiver, and
demonstrate an emergency financial need; and

e Were either employed full time or, if a student, earned a GPA of at least 2.0 in one
of their previous three semesters or four quarters (at whatever educational
institution they were enrolled in, K-12 or postsecondary).

To the extent that information is readily available, districts would have to verify that
students meet these conditions when providing emergency grants.

Expands Zero Textbook Cost Pathways. The Governor’s Budget includes $15 million in
one-time funds to expand zero textbook cost (ZTC) pathways using open educational
resources (OER) and other materials that are free of charge to students. Trailer bill
language clarifies that the funding is intended to support certificates or associate degrees
(jointly referred to as “degrees”) that can be earned entirely by completing courses that
eliminate conventional textbook costs and use alternative instructional materials. Eligible
degrees could either be existing programs or new ones that either (1) have a high value in
the regional market, (2) meet an emerging regional need, or (3) have high textbook costs.
The Chancellor’s Office would distribute grants of up to $200,000 to districts and may do
so in phases (planning and implementation). Grants must not result in the development of
duplicate degrees for a subject matter. The language specifies that districts must
implement at least one degree for each grant received, and should:

e prioritize the adaptation of existing associate degrees for transfer;

e focus on the use of existing open educational resources before creating new
content;

e consider sustainability after grant funding is exhausted;

e ensure compliance with the Americans with Disabilities Act (Public Law 104-197)
and the Copyright Act of 1976 (Public Law 94-553);

e ensure faculty have flexibility to update and customize degree content;

e ensure the degrees are clearly identified in college catalogs and class schedules;

e provide the Chancellor with all legislatively required report data and any planning,
progress, and outcome information associated with the grant;

e consult with the local academic senate; and

e use a multimember team approach for development that includes faculty,
administrators, and other content-focused staff.

Grant funds could be used for professional development and technical assistance.
Districts would be required to make their degrees available for use or adaptation by other
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districts, including posting any resources to the California Digital Open Source Library.
Districts would need to strive for implementation of the degrees within three academic
years after funding is appropriated, and the Chancellor’s Office would be required to
report on the development and implementation of degrees created with this funding by
June 30, 2024.

This proposal builds on $5 million provided to 23 colleges in 2016 to create degree and
certificate programs that eliminate conventional textbook costs. The Chancellor’s Office
estimates that programs created under this earlier funding will have generated $42
million in textbook cost savings for more than 23,000 students by 2022. The proposal
would support additional rounds of competitive grants and technical assistance for
colleges.

Makes Modest Changes to Student Financial Aid. The budget includes a proposal that all
high school seniors be required to complete a financial aid application. Trailer bill
language specifies that, commencing with the 2021-22 school year, local education
agencies (LEAs) would be required to ensure that all high school seniors complete and
submit, as appropriate, either a FAFSA or California Dream Act application. A parent or
student (if age 18) may opt out of the requirement by submitting a written request, and
LEAs would be required to exempt students who are unable to complete the application
or submit an opt-out request due to extenuating circumstances. LEAs would be required
to direct students to support services operated by the Student Aid Commission, and to
handle information shared by students according to applicable state and federal privacy
laws and regulations.

The budget also proposes to increase the number of competitive Cal Grant awards by
9,000, bringing the total to 50,000 annual awards, and establishes a Cal Grant award for
foster youth. Trailer bill language indicates that, commencing with 2021-22, up to $40
million would be allocated annually to provide an access award to all foster youth and
former foster youth who will receive a Cal Grant A, B, or C award and attend a University of
California (UC), California State University (CSU), or California Community College
campus. Qualifying students receiving a Cal Grant A or B award would get an annual
access award not to exceed $6,000, and those receiving a Cal Grant C award would get a
book and supply award not to exceed $4,000 (amounts subject to adjustment in the
annual Budget Act). These awards would be considered allowable educational expenses
and thus not considered when determining eligibility for public assistance programs. If
the amount appropriated in a fiscal year is not sufficient to cover the projected total
costs, awards would be reduced proportionately by an equal percentage for all new
recipients for that year.

The budget also delays by one year the requirement that private colleges and universities
adopt the Associate Degree for Transfer as a condition for maintaining the full Cal Grant
award amount for recipients enrolled in that sector ($9,084)

Student Needs
Addresses Basic Needs. The Governor’s Budget proposes $130 million to address
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students’ basic needs with investments in the following two areas:

e $100 million one-time available over three years to address student basic needs at
community colleges, including housing and food insecurity.

e $30 million ongoing for targeted basic needs, including supporting students
seeking access to mental health services and helping students acquire electronic
devices and access high-speed internet.

Invests in Efforts to Retain and Enroll Students. The budget proposal includes $20
million in one-time funds for student retention and re-enrollment, to be included in the
Early Action Package. The intent is to support college efforts to increase student retention
rates and enrollment among students who may have withdrawn or could not enroll due to
COVID-19, and among current and prospective students who are hesitant to remain or
enroll in college due to the impacts of the pandemic.

Improves Online Education Supports and Infrastructure. Other proposals addressing
student needs include $10.6 million ongoing to provide a more robust and equitable
online education ecosystem and infrastructure. The proposal also includes $2.5 million in
one-time funds for instructional materials for dual enrollment students.

Diversity, Equity, and Inclusion

Invests in the “Call to Action.” In the context of several high-profile incidents of racial
violence across the country and widespread protests over systemic racial injustices, the
Chancellor’s Office hosted a “Call to Action” webinar in June 2020. The chancellor and
other system leaders called for the system to actively strategize and take action against
structural racism at our colleges. Specifically, the system was asked to review and modify
training and curriculum; create inclusive classrooms and improve campus climate; and
update Equity Plans to ensure they are designed for action and outcomes rather than
compliance. The Governor’s Budget includes $600,000 for Chancellor’s Office
coordination of systemwide antiracism efforts and the implementation of the new ethnic
studies course requirement in the CSU as it affects community college transfer students.

Requires Action Plans to Close Equity Gaps. The budget states an expectation for each
segment of higher education to draft actionable plans to close equity gaps. As a condition
for receiving the COLA included in the 2021-22 budget proposal, the budget bill (SB 112)
indicates that each district would be required to submit a report by June 30, 2022
detailing actionable, specific plans that the district currently implements, or will
implement, to achieve the Vision for Success goal of a 40% overall reduction in equity gaps
by 2023, and a strategy for fully closing the gaps by 2027. The Chancellor’s Office would be
tasked with coordinating with UC and CSU to establish shared definitions and metrics
related to equity gaps as a means of aligning plans across the higher education segments
and providing guidance to inform the plans adopted by districts.

Workforce Development

Expands Work-Based Learning. The proposed budget includes $15 million ongoing to
expand the California Apprenticeship Initiative, which supports the development of new
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and innovative apprenticeship and pre-apprenticeship programs through competitive
grants. The proposal revives the program included in the Governor’s Budget for 2020-21,
which was excluded from the final budget due to the impact of COVID-19 and the resulting
recession.

In addition, the Governor’s Budget provides $20 million one-time for grants to expand
access to work-based learning models and programs at community colleges, including
working with faculty and employers to incorporate work-based learning into the
curriculum and to offer internship opportunities to students.

The Governor’s budget proposes $250 million one-time General Fund to support
workforce development and better linkages between higher education and gainful
employment. The focus will be enhancing opportunities for skill-building and wealth
development for communities that have been systemically excluded. Additional details
are expected in the forthcoming trailer bills.

Other Actions

Requires More Online Courses. The proposed budget would require that higher
education institutions maintain a higher proportion of online courses than in the past.
Specifically, the budget bill indicates that districts would be required to adopt policies by
June 30, 2022 requiring colleges to maintain their courses and programs offered via
online learning at a level that is at least 10 percentage points higher than the number
offered in 2018-19.

Seeks Better Cross-Sector Alignment. The proposal calls for several actions to smooth
students’ pathways across higher education segments and to create better alignment and
efficiency. Specifically, it proposes the establishment of a dual admission process
between the California Community Colleges and the public university systems and calls
forincreased production of Associate Degrees for Transfer (ADT). It indicates that, if the
UC uses an alternative pathway and set of requirements for transfer, it must clearly
specify the courses in the pathway that are different from the ADT requirements. In
addition, the proposal would require all higher education segments to adopt a common
learning management system (such as Canvas), with a goal of increased efficiency that
could be achieved by negotiating collectively with a vendor.

Trailer bill language specifies that, commencing with the 2023-24 academic year, CSU and
UC would offer a dual admissions program for freshman applicants that guarantees
admission in a future year to a specific campus as specified by the student at the time of
the agreement, provided that the student successfully completes an associate degree for
transfer or another established course of study at a community college within two
academic years. Students would have access to library, counseling and other services
from the applicable CSU/UC campus or the nearest CSU/UC campus to the student’s
residence, as well as from the community college they attend. Community colleges would
need to indicate a student’s participation in the dual enrollment program on their
education plan. To the extent feasible, UC and CSU would provide students with a
provisional financial aid letter indicating the package the student may receive upon
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transfer. The dual admissions program would be open to both students meeting and not
meeting the universities’ freshman eligibility criteria, with a goal for roughly half of the
students admitted through this process to be those who met admissions requirements
only upon completion of transfer requirements. In evaluating applications for dual
admissions, CSU and UC would prioritize students who plan to complete an associate
degree for transfer.

Pension Costs

The 2020 Budget Act redirected funds previously designated for a long-term buy-down of
pension liabilities, and instead used them to reduce local school employer pension
contributions in 2020-21 and 2021-22 by about 2% in each year. The 2021-22 Governor’s
Budget does not propose further buy-downs but continues implementation of the 2021-22
employer contribution reduction. As a result, the CalSTRS employer contribution declines
from 17.1% in 2019-20 to 15.92% in 2021-22, as shown in Table 5. The action also
mitigates steep increases to the CalPERS estimated employer contribution rate of 24.9%,
providing for a rate of 23% in 2021-22.

Table 5: Estimated CalPERS and CalSTRS Rates

Pension System 2019-20 2020-21 2021-22
CalSTRS Employer Rate 17.10% 16.15% 15.92%
CalPERS Employer Rate 19.721% 20.70% 23.00%

LOCAL SUPPORT FUNDING BY PROGRAM

Table 6 shows proposed local assistance funding by program for the current and budget
years. As the table shows, most categorical programs received level or workload funding
in the Governor’s proposal, with certain programs receiving cost-of-living adjustments
consistent with recent practices. Decreases in funding are related to removing one-time
funding allocated in 2020-21 or to revised estimates of underlying factors.

Table 6: California Community Colleges Funding by Program? (In Millions)

2020-21 2021-22 Change Percent
Program . Explanation of Change
g Revised Proposed Amount Change P g

Stude.nt Centered $7.435.0 $7.667.0 232.0 3.1% CO.LA and Base

Funding Formula Adjustment

e e s e

Centered Funding -1,453.0 -326.5 1,126.5 77.5% L ’

Formula remaining deferral of
$326.5 million.

Emergency Financial

Assistance Funding for 250.0 250.0 Add one-time funding

Students
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Student Equity and

0,
Achievement Program 415.0 4750 0-0 0-0%
Strong Workforce 248.0 248.0 0.0 0.0%
Program
Student §uccess 159.0 135.1 23.9 -15.0% Adj.USt for revnse.d .
Completion Grant estimates of recipients
Disabled Students
Programs and 124.3 126.2 1.9 1.5% | 1.5% COLA
Services (DSPS)
COVID-19 Response
Block Grant (one- 120.0 0.0 -120.0 -100% | Remove one-time funding
time)
Extended Opportunity
Programs and 115.9 117.6 1.7 1.5% | 1.5% COLA
Services (EOPS)

. . Adjust for revised
Callfqrnla College 81.0 4.7 -6.3 -7.8% | estimates of first-time,
Promise (AB 19) .

full-time students
Fmapc.lal au;l 76.0 724 36 4.7% AdJ.ust for revised ‘
administration estimates of fee waivers
Adult Education
Program - community 62.0 63.0 1.0 1.6%
college districts®
Full-time faculty 50.0 50.0 0.0 0.0%
hiring

WORK
CalWORKs student 46.9 476 0.7 1.5% | 1.5% COLA
services
Apprenticeship Adjust for revised estimate
(community college 44,0 45.0 1.0 2.3% | of related supplemental
districts) instruction hours

Augmentation for Online
Integrated technology 42.0 61.0 19.0 45.2% | Education Infrastructure

and CENIC

Revised enrollment
Manda.tes Block Grant 33.4 33.7 0.3 0.9% | estimates; funded at
and reimbursements

$30.61
Institutional 27.5 27.5 0.0 0.0%

effectiveness initiative
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Part-time faculty

. 25.0 25.0 0.0 0.0%
compensation
Online education 23.0 23.0 0.0 0.0%
initiative
Economic and
Workforce 23.0 23.0 0.0 0.0%
Development
NextUp (foster youth 20.0 20.0 0.0 0.0%
program)
Cooperative Agencies
Resources for 16.8 17.1 0.3 1.7% | 1.5% COLA
Education (CARE)
California Online
Community College 15.0 15.0 0.0 0.0%
(Calbright College)
Lease revenue bond 13.0 13.0 0.0 0.0%
payments
Nursing grants 13.0 13.0 0.0 0.0%
Part-time faculty 12.0 12.0 0.0 0.0%
office hours
Immigrant legal 9
services through CDSS 10.0 10.0 0-0 0-0%
Veterans Resource 10.0 100 0.0 0.0%
Centers
Student Housing 9.0 9.0 0.0 0.0%
Program
Preamer Resource 5.8 5.8 0.0 0.0%
Liaisons
Foster Parent 6.0 6.0 0.0 0.0%
Education Program
Equal Employment 42 28 14 -33.3% Adjust for available EEO
Opportunity Program fund resources
Childcare tax bailout 4.0 4.1 0.1 1.5% | 1.5% COLA
Othere 4.0 4.0 0.0 0.0%
Umoja 2.6 2.6 0.0 0.0%
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Mathematics,
Engineering, Science 2.5 2.4 0.0 0.0%
Achievement (MESA)
Puente Project 2.0 2.0 0.0 0.0%
Middle College High 18 18 0.0 0.0%
School Program
Deferred maint. and
instructional equip. 0.0 0.0 0.0 0.0%
(one-time)
Student Technological
Access and Mental - 30.0 30.0 Adds ongoing funding
Health Resources
Basic Needs for Food
and Housing - 100.0 100.0 Adds one-time funding
Insecurity (one-time)
CCC Retention and . .
Enrollment Strategies - 20.0 20.0 Adds one-time funding
Instructional Materials
for Dual Enrollment - 5.0 5.0 Adds one-time funding
(one-time)
Total $8,239.8 $9,481.1 $1,241.3 15%

@Table reflects total programmatic funding for the system, including amounts from prior years available for use in the
years displayed.

b Excludes share ultimately received by community college districts through the Adult Education Block Grant. For the
overall adult education program in 2021-22 (including $5 million to develop a unified data set and $1 million for technical
assistance), $428 million (77%) is distributed through school district fiscal agents or funded directly to school districts and
K-12 agencies, and $127 million (23%) is distributed by community college district fiscal agents or funded directly to
community college districts.

¢Other programs include Academic Senate, transfer, FCMAT, and part-time faculty health insurance.

CAPITAL OUTLAY

Bond Funding for Continuing and New Projects. The Budget Act includes $355.8 million
in capital outlay funding from Proposition 51, approved by voters in 2016. The funding is
to support the construction phase for 17 continuing projects ($353.6 million) and the
preliminary plans and working drawings phase for one new project ($2.2 million), as listed
in Table 7. Over the next few months, as districts obtain State approval of their
Preliminary Plans/Working Drawings package, the Governor’s Budget will likely include
them as a continuing project.
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Table 7: Governor’s Proposed Capital Outlay Projects in the California
Community Colleges (In Millions)

. L. . 2021-22 2021-22 All Years All Years
District, College Project
State Cost Total Cost State Cost Total Cost

NEW PROJECTS
Riverside, Norco Center for Human $2.162 $2.702 $27.075 $33.843
College Performance and

Kinesiology
CONTINUING PROJECTS
Cerritos, Cerritos Health Sciences 11.512 22.470 12.566 24.577
College Building #26

Renovation
Chaffey, Chino Instructional Building 1 11.764 23.164 12.715 25.065
Campus
Kern, Delano Learning Resource 14.411 28.909 15.602 31.312
Center Center Multi-Purpose

Building
Kern, Porterville Allied Health Building 9.743 19.373 10.578 21.041
College
Long Beach, Liberal | Music/Theatre 20.609 40.460 22.290 43.822
Arts Campus Complex (Bmldmg

G&H)
Los Angeles, Los | Theater Arts 14.124 28.040 15.236 30.285
Angeles City Replacement
College
Los Rios, American | Technical Building 28.647 54.121 29.905 58.312
River College Modernization
Los Rios, Folsom Instructional Buildings 29.494 55.179 30.774 59.446
Lake College Phase 2.1
Los Rios, Natomas | Natomas Center Phase 27.632 37.890 28.518 40.625
Education Center |2and3
Peralta, College of | Replacement of 15.291 30.164 16.569 32.719
Alameda Buildings B and E (Auto

and Diesel)
Peralta, Laney Modernize Theatre 7.290 23.423 7.999 25.696
College Building
Peralta, Merritt Horticulture Building 9.034 20.192 9.789 21.880
College Replacement
Redwoods, College | Physical Education 63.839 63.839 69.218 69.218
of the Redwoods Replacement
San Bernardino, Technical Building 31.422 68.960 33.735 74.134

San Bernardino
Valley College

Replacement
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Santa Barbara, Physical Education 32.521 40.719 35.072 43.926
Santa Barbara City | Replacement

College

Santa Monica, Arts Complex 9.821 19.307 10.614 20.892
Santa Monica Consolidation

College

Yuba, Woodland Performing Arts 16.472 38.758 17.899 41.664
College Facility

Total $355.788 $617.670 $406.154 $698.457

STATE OPERATIONS

The Chancellor’s Office provides system leadership and oversight to the system,
administers dozens of systemwide programs, and manages day-to-day operations of the
system. The office is involved in implementing several recent initiatives including guided
pathways, basic skills reforms and a new apportionment funding formula. In addition, the
Chancellor’s Office provides technical assistance to districts and conducts regional and
statewide professional development activities. The current-year (2020-21) budget
provides $19.3 million in non-Proposition 98 General Fund and $11 million in special
funds and reimbursements for Chancellor’s Office operations.

The Governor’s Budget for 2021-22 provides $600,000 in one-time funds to the
Chancellor’s Office for the coordination of systemwide antiracism initiatives and for the
implementation of the new ethnic studies requirement in the CSU (AB 1460). The budget
makes no other significant adjustments to state operations, and maintains the same
number of positions, resulting in total budgeted resources for the Chancellor’s Office of
$31.3 million in 2021-22 (including $19.7 million in General Fund).

Local Budgets and State Requirements

Budget Planning and Forecasting

Based on the information used in developing the state budget, it would be reasonable for
districts to plan their budgets using information shown in Table 8 below.

Table 8: Planning Factors for Proposed 2021-22 Budget

2021-22

Factor 2019-20 2020-21

Cost-of-living adjustment (COLA) 3.26% 0.00% 1.50%
State Lottery funding per FTES? $191.00 $199.00

Mandated Costs Block Grant funding per FTES $30.16 $30.16 $30.16
RSI reimbursement per hour $6.45 $6.44 $6.54
Financial aid gdmlnlstra‘uon per $0.91 $0.91 $0.91
College Promise Grant

Public Employegs Retlrement System (CalPERS) 19.72% 20.70% 23.00%
employer contribution rates
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State Teachers' Retirement System (CalSTRS)

. . 17.10% 16.15% 15.92%
employer contribution rates

32021-22 estimate not available

State Requirements for District Budget Approval

Existing law requires the governing board of each district to adopt an annual budget and
financial report that shows proposed expenditures and estimated revenues by specified
deadlines. Financial reporting deadlines are shown in Table 9.

Table 9: Standard Financial Reporting Deadlines in Place for 2021-22

. . Regulatory Title 5
.\ o
ctivity Due Date Section

Submit tentative budget to county officer. July 1, 2021 58305(a)

Make available for public inspection a statement of prior year receipts

. September 15,2021 58300
and expenditures and current year expenses.

58301

Hold a public hearing on the proposed budget. Adopt a final budget. September 15, 2021 58305(c)

Complete the adopted annual financial and budget report and make September 30, 2021 | 58305(d)

public.
Submit an annual financial and budget report to Chancellor’s Office. October 10, 2021 58305(d)
Submit an audit report to the Chancellor’s Office. December 31, 2021 59106

If the governing board of any district fails to develop a budget as described, the
chancellor may withhold any apportionment of state or local money to the district for the
current fiscal year until the district makes a proper budget. These penalties are not
imposed on a district if the chancellor determines that unique circumstances made it
impossible for the district to comply with the provisions or if there were delays in the
adoption of the annual state budget.

The total amount proposed for each major classification of expenditures is the maximum
amount that may be expended for that classification for the fiscal year. Through a
resolution, the governing board may make budget adjustments or authorize transfers
from the reserve for contingencies to any classification (with a two-thirds vote) or
between classifications (with a majority vote).

State Requirements Related to Expenditures

State law includes two main requirements for districts’ use of apportionments. The
Chancellor’s Office monitors district compliance with both requirements and annually
updates the Board of Governors.

Full-Time Faculty Obligation. State law sets a goal that 75% of instructional hours in
each district should be taught by full-time faculty. Each district has a baseline reflecting
the number of full-time faculty in 1988-89. Each year, if the Board of Governors
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determines that adequate funds exist in the budget, districts are required to increase their
base number of full-time faculty over the prior year in proportion to the amount of growth
in funded credit full-time equivalent students. The target number of faculty is called the
Faculty Obligation Number (FON). An additional increase to the FON is required when the
budget includes funds specifically for the purposes of increasing the full-time faculty
percentage. The chancellor is required to assess a penalty for a district that does not meet
its FON for a given year. The Board of Governors, at their November 2020 meeting,
determined that the Budget Act of 2020 does not provide adequate funding to support full
implementation of districts’ full-time faculty hiring obligations for Fall 2021. As a result,
districts must continue to report actual full-time and part-time faculty data to the
Chancellor’s Office. While penalties are deferred to a later date and not waived, the
Chancellor’s Office will continue to calculate and publish FON data for the system.

Fifty Percent Law. A second requirement related to budget levels is a statutory
requirement that each district spend at least half of its Current Expense of Education each
fiscal year for salaries and benefits of classroom instructors. Under existing law, a district
may apply for an exemption under limited circumstances.

Use of Restricted Fund Balances

Trailer bill language indicates that, to mitigate the fiscal and programmatic impacts of the
COVID-19 pandemic, districts may transfer money from restricted funds associated with
discretionary fees (e.g., health, parking, transportation, Instructional materials, auditing
fees) to another fund, or use the money in those funds for any purpose regardless of the
applicable statutory restrictions. This flexibility does not apply to categorical revenues,
but only to discretionary fees. The transfer or expenditure of these discretionary funds
must not impair any contractual obligation of a district, such as funding other post-
employment benefits (OPEB). Districts opting to use this flexibility must first use such
funds to mitigate the impacts to programs and services that predominately support
underrepresented students; to expand the number of students served in distance
education courses and programs; and to provide for continued employment of employees
without resorting to layoffs, furloughs, or reductions-in-time in the 2020-21 and 2021-22
fiscal years. The flexibility provided for will remain in effect until June 30, 2023.

Next Steps

The next Joint Analysis will be released following the Governor’s May Revision. For more
information throughout the budget process, please visit the Budget News section of the
Chancellor’s Office website:

https://www.cccco.edu/About-Us/Chancellors-Office/Divisions/College-Finance-and-
Facilities-Planning/Budget-News

Appendices

Please see the following pages for supplemental information:

e Appendix A: Overview of the State Budget Process
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Appendix B: Board of Governors’ Budget and Legislative Request Compared to
Governor’s Budget Proposal

Appendix C: Districts’ Fiscal Health
Appendix D: Glossary
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Appendix A: Overview of the State Budget Process

The Governor and the Legislature adopt a new budget every year. The Constitution
requires a balanced budget such that, if proposed expenditures exceed estimated
revenues, the Governor is required to recommend changes in the budget. The fiscal year
runs from July 1 through June 30.

Governor’s Budget Proposal. The California Constitution requires that the Governor
submit a budget to the Legislature by January 10 of each year. The Director of Finance,
who functions as the chief financial advisor to the Governor, directs the preparation of the
Governor’s Budget. The state’s basic approach is incremental budgeting, estimating first
the costs of existing programs and then adjusting those program levels. By law, the chairs
of the budget committees in each house of the Legislature—the Senate Budget and Fiscal
Review Committee and the Assembly Budget Committee—introduce bills reflecting the
Governor’s proposal. These are called budget bills, and the two budget bills are identical
at the time they are introduced.

Related Legislation. Some budget changes require that changes be made to existing law.
In these cases, separate bills—called “trailer bills”—are considered with the budget. By
law, all proposed statutory changes necessary to implement the Governor’s Budget are
due to the Legislature by February 1.

Legislative Analyses. Following the release of the Governor’s Budget in January, the LAO
begins its analyses of and recommendations on the Governor’s proposals. These analyses,
each specific to a budget area (such as higher education) or set of budget proposals (such
as transportation proposals), typically are released beginning in mid-January and
continuing into March.

Governor’s Revised Proposals. Finance proposes adjustments to the January budget
through “spring letters.” Existing law requires Finance to submit most changes to the
Legislature by April 1. Existing law requires Finance to submit, by May 14, revised revenue
estimates, changes to Proposition 98, and changes to programs budgeted based on
enrollment, caseload, and population. For that reason, the May Revision typically includes
significant changes for the California Community Colleges budget. Following release of
the May Revision, the LAO publishes additional analyses evaluating new and amended
proposals.

Legislative Review. The budget committees assign the items in the budget to
subcommittees, which are organized by areas of state government (e.g., education). Many
subcommittees rely heavily on the LAO analyses in developing their hearing agendas. For
each January budget proposal, a subcommittee can adopt, reject, or modify the proposal.
Any January proposals not acted on remain in the budget by default. May proposals, in
contrast, must be acted on to be included in the budget. In addition to acting on the
Governor’s budget proposals, subcommittees also can add their own proposals to the
budget.
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When a subcommittee completes its actions, it reports its recommendations back to the
full committee for approval. Through this process, each house develops a version of the
budget that is a modification of the Governor’s January budget proposal.

A budget conference committee is then appointed to resolve differences between the
Senate and Assembly versions of the budget. The administration commonly engages with
legislative leaders during this time to influence conference committee negotiations. The
committee’s report reflecting the budget deal between the houses is then sent to the full

houses for approval.

Budget Enactment. Typically, the Governor has 12 days to sign or veto the budget bill.
The Governor also has the authority to reduce or eliminate any appropriation included in
the budget. Because the budget bill is an urgency measure, the bill takes effect as soon as

itis signed.

SEQUENCE OF THE ANNUAL STATE BUDGET PROCESS
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Appendix B: Board of Governors’ Budget and Legislative Request
Compared to Governor’s Budget Proposal

Board of Governor’s Request Governor’s Budget Proposal

Oongoing Investments

Foundational Resources. $150 million for a cost-of-
living adjustment (COLA) to the Student Centered
Funding Formula and to increase base resources to
meet growing cost obligations

Provides a COLA of 1.5% and 0.5% growth, and
defers $326.5 million in 2021-22.

Diversity, Equity, and Inclusion. $60.4 million for
implementation of Faculty and Staff Diversity, Equity
and Inclusion Task Force recommendations, including
$40 million for full-time faculty hiring, $20 million to
expand district EEO implementation, and $0.4 million
for Chancellor’s Office positions to provide leadership
on EEO implementation

See one-time funding provided below.

Part-Time Faculty Support. $15 million to support
programs for part-time faculty.

Instead, it provides $20 million for faculty
professional development.

Online Education & Supports Infrastructure. $31.5
million for online education and supports
infrastructure, including Canvas expansion, online
tutoring and proctoring, and online delivery of
counseling and mental health services

Provides $10.6 million for online education
ecosystem and infrastructure.

One-Time Investments

Targeted Resources to Address Student Needs. $50
million for student emergency support and
emergency response block grant to address costs
related to COVID-19 pandemic

An Early Action Package designed to go outin
spring 2021 reappropriates $100 million for
emergency student financial assistance and $20
million for student retention and (re)enrollment.

In the budget year, an additional $150 million is
proposed for emergency financial assistance
grants along with $100 million to address food
and housing insecurity. Also provides $30 million
(ongoing) for targeted needs including mental
health and access to internet service and devices;
$15 million to expand California Apprenticeship
Initiative $20 million to expand work-based
learning; and $15 million for Zero-Textbook Cost
pathways.
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Diversity, Equity, and Inclusion. $16.6 million for
implementation of Faculty and Staff Diversity, Equity
and Inclusion Task Force recommendations, including
$15 million to establish a Statewide Pilot Fellowship
program to improve faculty diversity hiring, $1 million
to modernize the California Community Colleges
Registry and add systemwide trainings, and $0.6
million to implement AB 1460

Provides $600,000 to the Chancellor’s Office for
the coordination of antiracism in curriculum and
for alignment of ethnic studies requirement for
transfer to CSU.

Non-Proposition 98 Investments

Targeted Resources to Address Student Needs. $10
million ongoing from Proposition 63 funds for
expansion of mental health services

See one-time Proposition 98 funding above.

Cal Grant Reform. New Cal Grant framework that
focuses resources on the most financially vulnerable
students by basing aid on the total cost of
attendance, and on student need rather than the
institution the student is attending

Increases the number of competitive awards by
9,000 and establishes an award for foster youth.

Expansion of State Supports to Serve System
Needs. $850,000 to support six positions at the
Chancellor’s Office to provide additional capacity in
data and digital communication, oversight of grants
and contracts, and implementation of the “Call to
Action” to address structural racism

Not funded.
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Appendix C: Districts’ Fiscal Health

The Board of Governors has established standards for sound fiscal management and a
process to monitor and evaluate the financial health of community college districts.
These standards are intended to be progressive, with the focus on prevention and
assistance at the initial level and more direct intervention at the highest level.

Under that process, each district is required to regularly report to its governing board the
status of the district's financial condition and to submit quarterly reports to the
Chancellor’s Office. Based on these reports, the chancellor is required to determine if
intervention is needed. Specifically, intervention may be necessary if a district's report
indicates a high probability that, if trends continue unabated, the district will need an
emergency apportionment from the state within three years or that the district is not in
compliance with principles of sound fiscal management. The Chancellor’s Office’s
intervention could include, but is not limited to, requiring the submission of additional
reports, requiring the district to respond to specific concerns, or directing the district to
prepare and adopt a plan for achieving fiscal stability. The chancellor also could assign a
fiscal monitor or special trustee.

The Chancellor’s Office’s primary focus is the district’s unrestricted general fund. The
Chancellor’s Office reviews the current, historical, and projected fund balances.
Specifically, the Chancellor’s Office assesses the unrestricted general fund balance as a
percentage of all expenditures and other outgo of unrestricted general fund. The
minimum prudent percentage of unrestricted general fund balance to all expenditures
and other outgo of unrestricted general fund is 5%. This minimum prudent percentage is
considered necessary to protect cash flow and respond to uncertainties.

Districts are strongly encouraged to regularly assess risks to their fiscal health. The Fiscal
Crisis and Management Assistance Team has developed a Fiscal Health Risk Analysis for
districts as a management tool to evaluate key fiscal indicators that may help measure a
district’s risk of insolvency in the current and two subsequent fiscal years.
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Appendix D: Glossary

Appropriation: Money set apart by legislation for a specific use, with limits in the amount
and period during which the expenditure is to be recognized.

Augmentation: An increase to a previously authorized appropriation or allotment.

Bond Funds: Funds used to account for the receipt and disbursement of non-self-
liquidating general obligation bond proceeds.

Budget: A plan of operation expressed in terms of financial or other resource
requirements for a specific period.

Budget Act (BA): An annual statute authorizing state departments to expend
appropriated funds for the purposes stated in the Governor's Budget, amended by the
Legislature, and signed by the Governor.

Budget Year (BY): The next state fiscal year, beginning July 1 and ending June 30, for
which the Governor's Budget is submitted (i.e., the year following the current fiscal year).

Capital Outlay: Expenditures that result in acquisition or addition of land, planning and
construction of new buildings, expansion or modification of existing buildings, or
purchase of equipment related to such construction, or a combination of these.

Cost of Living Adjustment (COLA): Increases provided in state-funded programs
intended to offset the effects of inflation.

Current Year (CY): The present state fiscal year, beginning July 1 and ending June 30 (in
contrast to past or future periods).

Deferrals: Late payments to districts when the state cannot meet its funding obligations.
Deferrals allow districts to budget for more money than the state will provide in a given
year. A district is permitted to spend as if there is no deferral. Districts typically rely on
local reserves or loans to cover spending for the fiscal year.

Department of Finance (DOF or Finance): A state fiscal control agency. The Director of
Finance is appointed by the Governor and serves as the chief fiscal policy advisor.

Education Protection Account (EPA): The Education Protection Account (EPA) was
created in November 2012 by Proposition 30, the Schools and Local Public Safety
Protection Act of 2012, and amended by Proposition 55 in November 2016. Of the funds in
the account, 89 percent is provided to K-12 education and 11 percent to community
colleges.

Expenditure: Amount of an appropriation spent or used.

Fiscal Year (FY): A 12-month budgeting and accounting period. In California state
government, the fiscal year begins July 1 and ends the following June 30.

Fund: A legal budgeting and accounting entity that provides for the segregation of
moneys or other resources in the State Treasury for obligations in accordance with
specific restrictions or limitations.
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General Fund (GF): The predominant fund for financing state operations; used to account
for revenues that are not specifically designated by any other fund.

Governor’s Budget: The publication the Governor presents to the Legislature by January
10 each year, which includes recommended expenditures and estimates of revenues.

Legislative Analyst’s Office (LAO): A nonpartisan office that provides fiscal and policy
advice to the Legislature.

Local Assistance: Expenditures made for the support of local government or other locally
administered activities.

May Revision: An update to the Governor’s Budget presented by Finance to the
Legislature by May 14 of each year.

Past Year or Prior Year (PY): The most recently completed state fiscal year, beginning
July 1 and ending June 30.

Proposition 98: A section of the California Constitution that, among other provisions,
specifies a minimum funding guarantee for schools and community colleges. California
Community Colleges typically receive 10.93% of the funds.

Related and Supplemental Instruction (RSI): An organized and systematic form of
instruction designed to provide apprentices with knowledge including the theoretical and
technical subjects related and supplemental to the skill(s) involved.

Reserve: An amount set aside in a fund to provide for an unanticipated decline in revenue
or increase in expenditures.

Revenue: Government income, generally derived from taxes, licenses and fees, and
investment earnings, which are appropriated for the payment of public expenses.

State Operations: Expenditures for the support of state government.
Statute: A law enacted by the Legislature.

Tax and Revenue Anticipation Notes (TRANs): Short-term debt instruments issued in
anticipation of taxes or other revenues to be collected at a later date.

Workload Budget: The level of funding needed to support the current cost of already-
authorized services.

Update on Governor’s January Budget & Trailer Bills, February 12,2021 | Page 30



	Joint Analysis Governor’s January Budget Update & Trailer Bills
	Background
	Key Updates
	Introduction
	Budget Overview
	Budget Shaped by continuing Health Crisis and economic uncertainty
	Economic and Budget Outlook Improved; Yet Caution Reigns
	More COVID-19 Relief Funds
	District Revenue Protections

	Early Action Package
	Proposition 98 Estimates
	Changes to Funding for the California Community Colleges
	Major Policy Decisions
	Apportionments
	College Affordability
	Student Needs
	Diversity, Equity, and Inclusion
	Workforce Development
	Other Actions
	Pension Costs

	Local Support Funding by Program
	Capital Outlay
	State Operations

	Local Budgets and State Requirements
	Budget Planning and Forecasting
	State Requirements for District Budget Approval
	State Requirements Related to Expenditures
	Use of Restricted Fund Balances

	Next Steps
	Appendices
	Appendix A: Overview of the State Budget Process
	Appendix B: Board of Governors’ Budget and Legislative Request Compared to Governor’s Budget Proposal
	Appendix B: Board of Governors’ Budget and Legislative Request Compared to Governor’s Budget Proposal
	Appendix D: Glossary




