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Changes in Overall Budget Framework

ThestateOs primary revenue sourdéthe personal income taxsales tax, and corporate
taxNhavebeencoming in ahead of projections ovehe last several monthsbringing in
significantly more than the $15 billion OwindfallO that was anticipated in the GovernorOs
Budget released in Januarylhe stateOs progressive income tax structure results in a large
share of personal income taxes being paid by higitome residents, who have benefited
from strong growth in the stock market andavebeen largely shielded from the job and
income losses suffered by lowawage Californians during the economic upheavaltbke
COVIBL19 pandemic. Federal relief to individuals and businesses in recent months has
boosted consumer spending, increasing sales tax revenu&sd osme large corporations
have seen significant profit increases, raising corporate tax receiptse GovenorOs May
Revision reflects tk stronger budget outlook.

IMPROVEBUDGEDUTLOORVILLTRIGGERTATEAPPROPRIATIONS
LIMIT

Strong budget outlook. In January, the administration projecte@ $15 billion surplus for
2021
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¥ Focusing onworkforce development. Makestrategic investmensin the
California Community Colleget® play a critical role inthe road to recovery leading
to a more equitable and resilient CalifornidVvorking withstate partners
community colleges canncrease regional collaboration around emerging
industries, support employer engagement, and advance diefor prior skillsand
learning.

The GovernorOs May Revisiwaposes to pay off the deferrals in fulprovides funding for
an integrated approach fobasic needs centers,
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2021-22 $88,105 93, 5,633 6%
General Fund 60,835 66,374
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Address studentsO basic
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needs related to food and 100.0 100.0 0.0
housing insecurity
Support retention gnd 20.0 120.0 100.0
enroliment strategie$
Expand workbased 20.0 30.0 10.0
learning
Increasg faculty | 20.0 20.0 0.0
professional development

1150 100.0

2.5 0.0
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support devebpment of the programs Districts would be required to make their degrees
available for use or adaptation by other districts, including posting any resources to the
California Digital Open Sourckibrary. Districts would need to strive for implementation
of the degrees within three academic yeao$ receiving funding andfunds would be
available for use until June 30, 2028he ChancellorOs Office would be required to report
on the development ad implementation of degrees created with this funding by June 30,
2027.

College Savings Accounts The proposal include$2 billion in federal ARP funds to
establish a savings account of $500 for every {owome student enrolled in the stateOs
public schods, withan additional $500 to be deposited ithe accounts offoster youth

and another$500for homelessstudents (using the definition of the federal McKinney
Vento Homeless Assistance Act [42 &.SSec. 11434a(2)[hhe proposalto create the
California Child Savigs Account Progranmcludes $170 million in ongoing nen
Proposition 98 General Funds beginning in 2622 to establish new accounts for students
entering first grade, an investment that can grow over time until children reach college
age. The initiative is aimed at encouragy college attendance and improving

affordability. Trailer bill language clarifies thaindocumented students would be

included in the program.The accounts would remain assets of the state until used for the
payment of higher education expenses, and cdube accessed until age 3b6nused funds
would become available for allocation to establish accounts for newly eligible students.
Funds deposited and investment returns accrued wowdgment and not supplant
student financial aid from other public sources;
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intended for community colleges for éher new construction or renovation of existing
properties, to betargeted to colleges serving underrepresented studenihe proposal
includes requirements that student tenants in the new or renovated housprgduced
with the funding take an average ofbldegreeapplicable units per semester to facilitate
timely degree completion and reduce theoverall cost of college.

Dual Enrollment. In addition to the proposal from the January budgét provide $2.5
million for instructional materialsfor dual enroliment students the May Revision includes
a new proposal for $75 million orrime for fiscal incentives to establish new or expand
existingCollege and CareehccesPathways(CCAPagreementsbetween community
college districts and KL2 school districtsTrailer bill languagendicatesthat new or
expanded CCAP agreementsust focus on core degreeand transferlevel coursework.
The ChancellorOs Offiemuld award the funding as follows:

1.! For each new CCAP agreemewith a school district that enrolls students by the
fall 2022 term, a district shall receive $50,000, for a maximum of $500,000 per
district.

2.! A dstrict shall receive $250,dif it achieves additional CCAP fiiline equivalent
students (FTES) during 20222 equal to one percentage point of its total claimed
201819 FTES

3. A district that establishes at least one new CCAP agreement by the end of the
summer 2021 termand meets metric2 above related to additionaFTES shall
receivean additional $250,000.

4. The ChancellorOs Offis®uld allocate $3 million of the funding proportionately to
colleges that demonstrate a good faith attempt to achieve metrics 1 through 3 but
fail to do so.

If the total funding is insufficient to fully fundhe districts meeting the metrics, the
ChancellorOs Office would proportionally adjube fiscal incentives. If there are unused
funds, the ChancellorOs Office would proportionally adjust funding to districts for
enrollment growth attributable to special admit students.

Vocational Training for English as a Second Languag&tudents. The May Revision
includes $50 million ongoing to expand vocational training opportunities and English as a
Second Languag€ESL) programs. The proposexpects that theprogramsbe linked to
pathwaysenabling
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establish shared definitions and metrics and to inform thegms adopted by local
districts.

Best Practices for EEO Program3he May Revision includes $20 million for allocation to
districts to support the implementation of best practices in promotingqual employment
opportunity, as well as faculty and staff diversityrailer bill language indicates an intent
for colleges to use the multiple methods model identified by the ChancellorOs OfficesOs
Equal Employment Opportunity and Diversity Advisory Commegte. The funds would be
available for use until June 20, 2023.

Workforce Development

Regional Partnerships. The proposal include$250 million innon-Proposition 98General
Funds for workforce development, to be allocated the Office of Planning and Research
to provide grants to regional KL6 collaboratives. The grantseuld require the
involvement ofat leastone institution from all three segmentswith a focus on aligning
higher educaton with workforce needs andtreamlining pathways to higkpaying, in
demand jobs The proposal is intended to support five to eight grts for collaboratives
modeled after the Fresno X6 Collaborative.

In a separate proposal20 million onetime Proposition 98undswould be providedto
the community colleges tastrengthen the alignment of community colleges with
workforce initiatives administered byhe California Workforce Development Board
(CWDB)with a focus a supporting workers from disadvantaged communities and
industries hit hardest by COVIDO. Trailer bill language clarifies the following use of the
funds:

¥ The ChancellorOs Office would alloc&t0 nillion through a grant process to
support colleges in partnering withhe CWDB orts High Road Training
Partnerships and HighRoad Construction Careensrojects, and align them with
community college pathways to train and bridge students into good quality jobs in
industries that support the stateOs economic recovéincluding construction;
healthcare; information technology; trde and logistics; forestry and agriculture;
manufacturing; education; leisure and hospitality; janitorial and building
maintenance; and clean energy and utilities).

¥ The other $10 million would be allocated through a grant process to support
colleges participating in Regional Equity and Recovery Partnershigisich bring
together community college consdia and local workforce development boards in
efforts to connect vorkers most impacted by COVALD to high quality jobs in
target and growth industry sectors.

For both pots of fundingcolleges could use the money for a variety of associated costs,
including personnel costs, program outreach and recruitment, program démnent,
program materials, training costs, instruction, student job placement, coaching and
support activities, participant fees, and program operationBarticipating colleges would
be expected to focus on integrating system priorities into the efforésd., workbased
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The May Revision also includes $10 million etirae for targeted work-based learning in
cloud computing, zero emission technology, and supply chain fuétsnaintains the
previous proposafrom the January budget for $20 million onééme for grants to expand
work-based learning models and pgrams at community colleges.

In a recent review of the May Revision, the LAO commerdrds large proposals for
investment in workforce developmeriti$5.2 billion in total funding (98% onéme) for 35
proposals spanning 13 state agenciesd departments. While acknowledging that a few
proposals have merit, the LAO cautioned that most proposdtsnot cleary identify the
problem to be addressedspecifya clear role for industryand other important
stakeholders or includeaccountability mechanisms to ensurebjectives are met. They
also indicated that the size and scale of most proposals would pose challeriges
agenciesto effectively administer them in a timely way. They recommended that the
Legislaturefocus on a manageable number oéasonablysizedinitiatives with clear
goals, leverage existing programs aridnds where possible, include mechanisms for
employer input,and require reporting & participation, budget, and outcomes data.

Other Actions

Competency-based Education The May Revision includes $10 million ctime to

support a workgroup focusing on the planning and implementation of competerogsed
education (CBE), including the dewgdment of a funding model to support it. The funding
could be used to support work the ChancellorOs Office is already doing on CBE, and to
support pilot efforts at the college level.

COVIDB19 Block Grant. The May Revien includes a proposal for $50 million ongéme
for institutional block grants to help ctieges transition back to irperson education
following the shift to online instruction and other disruptions related to the pandemic.
Trailer bill language clarifies tat collegesare expected tgrioritize addressing the neesl
of underrepresented student populations. e funds may be usd fora variety of
purposes, including

¥ directly respondidgi@0CZaVIP 589.924 0 0 0.224 1caand0.2589.92 cm BT 0.0167 Tc 500 0
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provide enhanced library servicedt leaves in place the January proposal for $10.6 million
for a more robust online education ecosystem and infrastructure.

Common Course Numbering The May Revien includes $10 million in oe-time funding

to support the development and implementation of common course numbering across
the system in line with the recommendation included in the governorOs Recovery with
Equity Taskforcereport. The proposal aimgo facilitate the alignment of curiculum and

to better support studentswho attend multiple colleges and those who intend to transfer

Deferred Maintenance. The May Reuviign includes $314 million in ondgime Proposition
98 funds and an additional $25@illion in federal fundsto address deferred maintenance
across the systemTrailer bill language indicates that appropriated state funds would be
available for encumbrance orxgenditure until June 30, 2023.

Guided Pathways Grants The May Revision includes $150 million to support districts
with continued implementation of Guided Pathway3d.o receive funds, colleges must
submit a work plan to the ChancellorOs Office tHamonstrates their continued
commitment to implementing aguided pathways program for all entering studenend
integrating existing student success programsrailer bill language indicates that up to
5% of the funds may be used by the Chancell@®@@ige for statewide assistance and
programmatic support.Funds would beallocated to participating colleges in the same
manner as the previous round of Guided Pathways fumgl (20% divided equally among
colleges, 35% based on percentage of ISTEBnd 45% based on perogage of students
eligible forPell Grans orfor a waiver ofhonresident tuition). Funds would bevailable for
use through June 30, 2026.

Cross Sector Alignment. The May Revision makes no changes to the proposals in the
GovernorOs Budget thaalled for the establishment of a dual admission process between
the California Community Colleges and the public university systeansl increased
production of Associate Degrees for Transfer (ADT).

Online Education. The May Revision maintains a proposalr fdistricts to adopt policies

by June 30, 2022 requiring campuses to maintain their courses and programs offered via
online learning programs at a level that is at least 10 percentage points higher than the
amount offered during the 2018!19 academic year.

LOCAL SUPPORUNDIN@GY PROGRAM
Table5 shows proposed local assistance funding by program for the current and budget
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Table 5: California Community Colleges Funding by Program?(In Millions)

2020-21 2021-22 Change Change
Program .
Revised Proposed (Amount) (Percent)
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Plant Facilities
Warehouse & Shop 304,000 1,046,000 6,737,000 22,334,000
Replacement

Los Angeles,
Mission College

Center for Human
Performance and 2,702,000
Kinesiology

Riverside,
NorCo College
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San Bernardino,
San Bernardino
Valley College

Technical Building

31,422,000 68,960,000
Replacement
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Local Budgets andState Requirements

Trailer bill language indicates that districts may offset unpaid student enroliment fees

with federal COVIEL relief funds. To ensure the offset benefggidents, collection
requirements shall not apply, with the fees to be deemed waived. The use of federal funds
to offset unpaid enrollment fees must be allocated first to fees owed by {mwome

students and those from underrepresented communities.

BUDGEPLANNING AND FORECASTING

Based on the information used in developirthe May Revisionit would be reasonable for
districts to plan their budgets using information shown in Tab®below.

Table 8: Planning Factors for Proposed 202-22 Budget

Factor 2019-20 2020-21

Costof-living adjustment (COLA) 3.26% 0.00% 4.09%
State Lottery funding per FTES $191.00 $199.00 TBL
Mandated CostsBlock Grant funding per FTES $30.16 $30.16 $30.1¢6
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Appendix A: Overview of the State Budget Process
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Appendix C:DistrictsO Fiscal Health

The Board ofGovernors 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 iitial 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
ChancellorOs Qde. Based on these reports, thehancellor 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 ChancellorOs OfficeOs
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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 fothe receipt and disbursement of noself-
liguidating 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 statdepartments 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 Bdget is submitted (i.e., the year following the current fiscal year).

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

Cost of Living Adjustment (COLA)iIncreases provided in statéunded programs
intended to offset the effects of inflation.

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

Deferrals: Late payments to districts when the state cannot meet its funding obligat&n
Deferrals allow districts to budget for more money than the state will provide in a given
year. A distritis 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 byhe 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 Byoposition 55 in November 2016. Of the funds in
the account, 8%
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General Fund (GF)The predominant fund for financing state operations; used to account
for revenuesthat are not specifically designated by any other fund.

GovernorOs BudgetThe publication the Governor presents to the Legislature by January
10 each year, which includes recommended expenditures and estimates of revenues.

Legislative AnalystOs Office (LAOA nonpartisan office that provides fiscal and policy
advice to the Lecslature.

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

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

Past Year or PriorYear (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 collegéalifornia
Community Colleges typically receive 10.93% of the funds.
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