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SUMMARY 

 
The California Community Colleges (CCCs) is the largest system of community college 
education in the United States, serving approximately 2.1 million students annually. The 
CCC system is made up of 113 colleges operated by 72 community college districts 
throughout the state. California’s two-year institutions provide primary programs of study 
and courses, in both credit and noncredit categories, which address its three primary areas 
of mission: education for university transfer, career technical education, and basic skills. 
The community colleges also offer a wide range of programs and courses to support 
economic development and specialized populations. As outlined in the Master Plan for 
Higher Education in 1960, the community colleges were designated to have an open 
admission policy and bear the most extensive responsibility for lower-division, 
undergraduate instruction. 
 
According to a recent report by the Public Policy Institute, by 2025, California is likely to 
face a shortage of workers with some postsecondary education but less than a bachelor’s 
degree. The future gap among associate degree holders, those with one- or two-year 
technical certificates, and anyone who attended college but did not receive a credential, 
may be as high as 1.5 million. In order to meet the growing workforce demands, California 
must ensure that higher education is accessible and affordable for all students.  
 
Recently, President Obama proposed the America’s College Promise plan to make the first 
two years of college tuition-free for students meeting certain criteria and academic 
progress.  At the national level, a conversation has begun about college affordability and 
the importance of making college accessible to everyone. Some states, like Tennessee 
and Oregon, and cities across the country, are considering or have implemented tuition-
free community college plans. This hearing seeks to evaluate community college 
affordability in California, examine existing financial aid opportunities for community 
college students, and review the national movement for tuition free community college and 
other states’ Promise Programs. 
 
6870 CALIFORNIA COMMUNITY COLLEGE  
 
As noted above, since the creation of the junior college in 1910, California Community 
Colleges (CCC) have a broad mandate —to provide a post-secondary education to 
citizens of California, regardless of their ability to pay. To this end, community colleges in 
the state were initially open-access and charged no tuition or fees for attendance (State of 
California Master Plan 1960).  
 
Tuition-free education ended during the 1983-1984 legislative session after a year-long 
budget conflict between Governor Deukmejian and the Legislature. In 1983, the Governor 
proposed a mandatory $50 per semester fee for CCC students. While the Legislature 
fought to maintain the tuition-free status of the system, they ultimately agreed to pass a $5 
per credit fee, but clearly stated their intent that “the implementation of a mandatory fee 
does not impair access to, or the quality of, California Community College.” 
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California Community College Fees. The state first instituted a $5 credit fee at the 
community colleges in 1983 and, over the last 33 years, fees have increased eight times, 
and decreased three times. Fees have increased from $18 per unit in 2003-04 to $46 per 
unit, the current fee level, in 2012-13 as a way to mitigate General Fund cuts during the 
recent recession. The following chart describes the changes in fees over the last decade. 
 

Year Fee History  
2003-04 Enrollment Fee increased to $18 per unit  
2004-05 Enrollment fee was increased to $26 per unit  
2006-07 Enrollment fee was reduced to $20 per unit  
2009-10 Enrollment fee was increased to $26 per unit 
2011-12 Enrollment fee was increased to $36 per unit  
2012-13 Enrollment fee was increased to $46 per unit  

 
Despite these increases in fees, in 2013-14 California has the least expensive community 
college tuition in the country with $1,238 in tuition and fees for a full-time student. The 
most expensive community college system is New Hampshire with $7,234 in tuition and 
fees. Tennessee has $3,644 and Oregon has $4,133 in tuition and fees. 
 
Board of Governor’s (BOG) Fee Waiver Program. In 1984, the Board of Governor’s 
(BOG) Fee Waiver program was created to help the community college system to continue 
to meet its open access goals. This program waives tuition fees for financially- needy 
students. For the past 30 years, the BOG Fee Waiver has kept pace with tuition, making a 
community college education tuition-free for all financially-eligible Californians. Between 
1984 and 2015, the waiver has been provided to over 5.1 million students. 
 
The BOG Fee Waiver is available to California residents, or students who are exempt from 
non-resident fees under AB 540 (Firebaugh), Chapter 814, Statutes of 2001, who: 
 

● Demonstrated financial need for a fee waiver based on the Free Application for 
Federal Student Aid (FAFSA), or  
 

● Receive Temporary Assistance for Needy Families, Supplemental Security Income 
/State Supplementary Payment or General Assistance, or  
 

● Have an income (based on family size) that does not exceed 150 percent of the 
federal poverty standard. 
 

For the 2014-15 academic year, more than one million or 54 percent of California 
community college students, and 66 percent of units earned, received a BOG Fee Waiver, 
totaling more than $812 million Proposition 98 General Fund in financial aid. Of the 
students who do not receive fee waivers, community college collected over $406 million in 
fee revenue. The budget notes that the BOG anticipates waiving approximately 65 percent 
of the 2015‐16 student enrollment fees at a state cost of approximately $780 million 
Proposition 98 General Fund. 
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Recent Changes to the BOG Fee Waiver. Senate Bill 1456 (Lowenthal), Chapter 624, 
Statutes of 2012, the Student Success Act of 2012, provided authority to the BOG to 
establish and implement academic and progress standards for fee waiver recipients. The 
BOG adopted the following regulations in January 2014: 
 

● Students lose eligibility for the BOG Fee Waiver if they are on probation for not 
maintaining a 2.0 GPA for two consecutive primary terms or not successfully 
completing half the units attempted in that period. 
 

● Require that students be notified of their probation status within 30 days of the end 
of the term for which the student did not meet academic or progress standards. 
 

● Require that districts establish and publish written policies and procedures for 
appeals. Specify that valid appeals include extenuating circumstances of various 
types, such as changes in economic situations or evidence that the student was 
unable to obtain essential student support services from the campus.  
 

● Tie the appeal process to that of the Enrollment Priorities regulations so that a 
successful appeal of the loss of enrollment priority shall result in the restoration of 
fee waiver eligibility. 
 

● Require that districts begin notification to students following the spring 2015 term 
and that all requirements are fully operational by fall 2016. The first loss of fee 
waiver eligibility shall not occur prior to fall 2016. 

 
Full Time Student Success Grant. In addition to the BOG Fee Waiver, the 2015 Budget 
Act created a new grant program, the Full Time Student Success Grant, which provides 
additional assistance to community college students who enroll in courses full-time. The 
budget provided $39 million Proposition 98 General Fund to leverage the existing Cal 
Grant B program (discussed below) with supplemental grant funding and an additional $3 
million was provided to assist community colleges in implementing the new grant program. 
Students who receive Cal Grant B Access awards will receive an additional supplemental 
award to help pay for non-tuition costs.  
 
For the fall of 2015, about 50,000 awards were awarded to students, totaling $15 million in 
additional grants. This means that about 50,000 received an additional $300 per Semester 
or $200 per Quarter to help pay for their total cost of attendance.  
 

6980 CALIFORNIA STUDENT AID COMMISSION – CAL GRANT PROGRAMS  
 
The Cal Grant program is the primary financial aid program run directly by the state.  
Modified in 2000 to become an entitlement award, Cal Grants are guaranteed to students 
who graduated from high school in 2000-01 or beyond, and meet financial, academic, and 
general program eligibility requirements.  Administered by the California Student Aid 
Commission (CSAC), Cal Grant programs include:  
 

● Cal Grant A high school entitlement award provides tuition fee funding for the 
equivalent of four full-time years at qualifying postsecondary institutions to eligible 
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lower and middle income high school graduates who have at least a 3.0 grade point 
average (GPA) on a four-point scale and apply within one year of graduation. If a 
student receives Cal Grant A but decides to attend a California Community College 
first, the award will be held in reserve for up to two years until the student transfers 
to a four-year college (as a Cal Grant recipient, the students community college 
fees will be waived through the BOG Fee waiver). 
 

● Cal Grant B high school entitlement award provides funds to eligible low-income 
high school graduates who have at least a 2.0 GPA on a four-point scale and apply 
within one year of graduation.  The award provides up to $1,656 for book and living 
expenses for the first year and each year following, for up to four years (or 
equivalent of four full-time years). After the first year, the award also provides tuition 
fee funding at qualifying postsecondary institutions. Any student receiving a Cal 
Grant B at the community colleges is automatically eligible for a Board of 
Governor’s fee waiver. Thus, Cal Grant B awards for CCC students include only the 
$1,656 for costs other than tuition and fees.  

 
● Cal Grant Competitive Award Program provides 25,750 Cal Grant A and B awards 

available to applicants who meet financial, academic, and general program eligibility 
requirements. The Cal Grant Competitive awards are for students who are not 
graduating high school seniors or recent graduates.  Half of these awards are 
reserved for students enrolled at a community college and who met the September 
2 application deadline.  

 
● Cal Grant C Program provides funding for financially-eligible lower-income students 

preparing for occupational or technical training.  The authorized number of new 
awards is 7,761.  For new and renewal recipients, the current tuition and fee award 
is up to $2,462 and the allowance for training-related costs is $547. Any student 
receiving a Cal Grant C at the community colleges is automatically eligible for a 
Board of Governor’s fee waiver. Thus, Cal Grant C awards for CCC students 
include only the $547 for costs other than tuition and fees. 

 
● Community College Transfer Award provides a Cal Grant A or B to eligible high 

school graduates who have a community college GPA of at least 2.4 on a four-point 
scale and transfer to a qualifying baccalaureate degree granting college or 
university. 

CCC Cal Grant Recipients 
(Dollar Amounts in Thousands)  

 Paid Recipients  Total Amount  Average Award  
 2014-15 2015-16 2014-15 2015-16 2014-15 2015-16 
High School 
Entitlement (Cal 
Grant B) 

63,440 72,764 $85,201 $98,434 $1,343 $1,353 

Competitive Cal 
Grant (Cal Grant B) 

31,535 35,113 $39,137 $44,418 $1,241 $1,265 

Cal Grant C 6,833 7,044 $2,548 $2,644 $373 $375 
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Cost of Attendance. The Cal Grant program's focus on tuition largely ignores the 
considerable living expenses that students face. The Legislative Analyst’s Office (LAO) 
notes that the cost of attendance in California for students not living with family is higher 
than most other states. This is because California tends to have higher costs for housing, 
which is a large factor in attendance costs. Below is a description of the total cost of 
attendance for a California resident living away from home. 
 

2014-15 
Student Budget 

San Diego Mesa 
City College 

American River 
College 

Butte City 
College 

Tuition and Fees $1,142 $1,104 $1,364 
Housing and Food $11,493 $11,494 $10,962 
Books and Supplies $1,746 $1,746 $1,660 
Transportation/ Other 
Expenses 

$4,149 $4,078 $3,614 

Total Costs $18,530 $18,422 $17,600 
Tuition and Fees as a 
Percentage of Total Cost 6.16% 5.99% 7.75% 

* Data from U.S. Department of Education Institute of Education Sciences, National Center for Education 
Statistics 
 
The average cost of attendance for community college students living away from home in 
California is $18,444. As shown above, tuition is less than 10 percent of the total cost of 
attendance at various community colleges throughout the state. Despite this, Cal Grants 
remain largely focused on covering tuition for students. Additionally, the BOG Fee waiver 
only covers tuition. Only the stipend associated with the Cal Grant B program and Cal 
Grant C program provides some aid for living expenses, and at $1,656 and $547 annually, 
the stipend does meet total expenses. Additionally, the Full-Time Student Success Grant, 
helps students pay for non-tuition expenses; however, as noted above, funding for this 
program is limited, and for the fall of 2015, students received about $300 per Semester or 
$200 per Quarter to help pay for their total cost of attendance. 
 
To cover living expenses, students may take out loans to help cover living expenses. 
According to IPEDS data, in 2014, about 40,000 CCC students borrowed federal loans, 
with the average loan amount of about $5,500.  
 
Many students must also work part-time or even full-time jobs. This can have a detrimental 
effect on student outcomes. Research by the American Council on Education indicates 
that students working more than 15 hours per week are more likely to drop out of college 
than those working fewer than 15 hours. 
 
OTHER STATES AND NATIONAL MOVEMENT  

 
America’s College Promise. In January 2015, President Obama released the America’s 
College Promise proposal to make two years of community college tuition free for students 
who attend at least half time, maintain a 2.5 GPA, and enroll in programs preparing them 
for transfer or occupational training programs with high graduation rates and industry 
demand. Colleges must also adopt evidence-based institutional reforms to improve student 
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outcomes, such as helping students pay for books and transit costs, and provide academic 
advising and supportive scheduling programs.  
 
Federal funding will cover three-quarters of the average cost of community college. States 
that choose to participate will be expected to contribute the remaining funds necessary to 
eliminate community college tuition for eligible students. States that already invest more 
and charge students less can make smaller contributions. States must also commit to 
continue existing investments in higher education; coordinate with high schools, 
community colleges, and four-year institutions to reduce the need for remediation and 
repeated courses; and allocate a significant portion of funding based on performance, and 
not enrollment alone.  
 
Legislation modeled after the President’s proposal, H.R. 2962 and S. 1716, are pending in 
Congress and Senate.  
 
The Tennessee and Oregon Promise Programs.  The President’s proposal was inspired 
by the Tennessee Promise Program, which have led to other states like Oregon, to follow 
suit. The Tennessee Promise is the only program that has taken effect, with the first cohort 
of students having started in the fall of 2015. The LAO chart on below describes the 
components the two state programs:  
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Initial data regarding the Tennessee Promise estimates that 80 percent of high school 
graduates submitted applications, and about 28 percent of applicants enrolled. The 
Tennessee Higher Education Commission reported that the average Tennessee promise 
award was $1,020, with a $10.6 million net program cost for 2015-16. Additionally, fall 
enrollment at community and technical colleges increased by 23 percent, while enrollment 
at four-year public institutions declined by 7 percent. The net change was a ten percent 
increase statewide. State officials are conducting further research to understand the 
impact on enrollment on four-year institutions.  

As noted above, the first cohort of students for the Oregon Promise program will enroll in 
the fall of 2016, therefore data for the program is not yet available, however approximately 
4,000-6,000 students are expected to be served in the first year of the program. 

The subcommittee may wish to ask: 

• Does the state need a college promise program? If so, what eligibility criteria should 
be included, and how would it differ from the eligibility criteria in the BOG Fee 
Waiver and Cal Grant programs? What are the expected costs, and would it require 
the state to redirect resources from other community college programs? 
 

• Would tuition free college promote access in California? If so, how much and 
among which type of students? 
 

• Is tuition the most significant financial barrier to access for students? How do other 
attendance costs, such as housing, impact access?  
 

• What impact will tuition free college have on completion and time to degree?  



 
Senate Budget and Fiscal Rev iew—Mark Leno,  Chai r 

SUBCOMMITTEE NO. 1 Agenda 
 
Senator Marty Block, Chair 
Senator Benjamin Allen 
Senator John M. W. Moorlach 
 

 
 

Thursday, March 3, 2016 
9:30 a.m. or upon adjournment of session 

State Capitol - Room 3191 
 

Consultants: Elisa Wynne and Anita Lee 
 

AGENDA PART A 
 
 
Item Department    Page 
6110 Department of Education 
6870  California Community Colleges 
Issue 1 Overview of Proposition 98 and Governor’s 2016-17 Budget Proposals  2 
 
6110 Department of Education 
Issue 2 Local Control Funding Formula  11 
Issue 3 Federal Every Student Succeeds Act Update  17 
 

Public Comment 
 
 

 
 
 
 
 
 
 
 
 
 
 

 
Pursuant to the Americans with Disabilities Act, individuals who, because of a disability, need special 
assistance to attend or participate in a Senate Committee hearing, or in connection with other Senate 
services, may request assistance at the Senate Rules Committee, 1020 N Street, Suite 255 or by calling 
(916) 651-1505. Requests should be made one week in advance whenever possible. 

 



Subcommittee No. 1 March 3, 2016 

 

Senate Committee on Budget and Fiscal Review 2 

 
 
6110 DEPARTMENT OF EDUCATION  
6870 CALIFORNIA COMMUNITY COLLEGES  
 
Issue 1: Overview of Proposition 98 and 2016-17 Budget Proposals (Information Only) 
 

Panel I: 
• State Superintendent of Public Instruction Tom Torlakson 

 
Panel II: 

• Lisa Mierczynski, Department of Finance 
• Kenneth Kapphahn, Legislative Analyst’s Office 
• Debra Brown, California Department of Education 
• Dan Troy, Chancellor’s Office of California Community Colleges 

 
Background: 
 
California provides academic instruction and support services to over six million public school 
students in kindergarten through twelfth grade (K-12) and 2.3 million students in community colleges. 
There are 58 county offices of education, approximately 1,000 local K-12 school districts, more than 
10,000 K-12 schools, and more than1,200 charter schools throughout the state, as well as 72 
community college districts, 113 community college campuses, and 70 educational centers. 
Proposition 98, which was passed by voters as an amendment to the state Constitution in 1988, and 
revised in 1990 by Proposition 111, was designed to guarantee a minimum level of funding for public 
schools and community colleges. 
 
The proposed 2016-17 budget includes funding at the Proposition 98 minimum guarantee level of 
$71.6 billion. The budget proposal also revises the 2015-16 Proposition 98 minimum guarantee to 
$69.2 billion, an increase of $766 million from the 2015 Budget Act, and revises the 2014-15 
Proposition 98 minimum guarantee to $66.7 billion, an increase of $387 million from the 2015 Budget 
Act. The Governor also proposes to pay $257 million in Proposition 98 settle-up towards meeting the 
2009-10 Proposition 98 minimum guarantee. Together, the increased guarantee levels and settle-up 
payments reflect a total of $4.3 billion in increased funding for education over the three years, as 
compared to the 2015 Budget Act. 
 
The Governor proposes to use one-time Proposition 98 funds to provide discretionary funding that will 
also help to reduce the mandate backlog, as well as to fund one-time programs, like the career 
technical education incentive grant program that was included in the 2015 Budget Act. Most of the 
ongoing Proposition 98 increase is proposed to be used towards implementing the Local Control 
Funding Formula (LCFF). The Governor’s proposal also includes several other initiatives in the areas 
of career technical education for community colleges, early education, and special education, among 
others. These proposals are more fully described later in this section and in separate sections of this 
report. 
 
Proposition 98 Funding. State funding for K-14 education—primarily K-12 local educational 
agencies and community colleges—is governed largely by Proposition 98. The measure, as modified 
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by Proposition 111, establishes minimum funding requirements (referred to as the “minimum 
guarantee”) for K-14 education. General Fund resources, consisting largely of personal income taxes, 
sales and use taxes, and corporation taxes, are combined with the schools’ share of local property tax 
revenues to fund the Proposition 98 minimum guarantee. These funds typically represent about 80 
percent of statewide funds that K-12 schools receive. Non-Proposition 98 education funds largely 
consist of revenues from local parcel taxes, other local taxes and fees, federal funds and proceeds from 
the state lottery.  
 
The table below summarizes overall Proposition 98 funding for K-12 schools and community colleges 
since 2007-08, or just prior to the beginning of the steep recent recession. 2012-13 marked a turning 
point for education funding, and resources have grown each year since then. The economic recession 
impacted both General Fund resources and property taxes. The amount of property taxes has also been 
impacted by a large policy change in the past few years—the elimination of redevelopment agencies 
(RDAs) and the shift of property taxes formerly captured by the RDAs back to school districts. The 
guarantee was adjusted to account for these additional property taxes, so although LEAs received 
significantly increased property taxes starting in 2012-13, they received a roughly corresponding 
reduction in General Fund.   

Proposition 98 Funding 
Sources and Distributions 

(Dollars in Millions) 
Pre-Recession Low Point Revised Revised Proposed

2007-08 2011-12 2012-13 2013-14 2014-15 2015-16 2016-17
Sources
General Fund 42,015 33,136 41,682 42,996 49,554 49,992 50,972
Property taxes 14,563 14,132 16,224 15,905 17,136 19,183 20,613
Total 56,577 47,268 57,907 58,901 66,690 69,175 71,585

Distribution
K-12 50,344 41,901 51,719 52,392 59,329 61,096 63,243
CCC 6,112 5,285 6,110 6,431 7,281 7,997 8,259
Other 121 83 78 78 80 82 83  

Source: Legislative Analysts’ Office and Department of Finance 
 
Calculating the Minimum Guarantee. The Proposition 98 minimum guarantee is determined by 
comparing the results of three “tests”, or formulas, that are based on specific economic and fiscal data. 
The factors considered in these tests include growth in personal income of state residents, growth in 
General Fund revenues, changes in student average daily attendance, and a calculated share of the 
General Fund. When Proposition 98 was first enacted by the voters in 1988, there were two “tests”, or 
formulas, to determine the required funding level. Test 1 calculates a percentage of General Fund 
revenues based on the pre-Proposition 98 level of General Fund that was provided to education, plus 
local property taxes. Test 2 calculates the prior year funding level adjusted for growth in student 
average daily attendance and per capita personal income. K-14 education was guaranteed funding at 
the higher of these two tests. In 1990, Proposition 111 added a third test, Test 3 which takes the prior 
year funding level and adjusts it for growth in student average daily attendance and per capita General 
Fund revenues. The Proposition 98 formula was adjusted to compare Test 2 and Test 3, the lower of 
which is applicable. This applicable test is then compared to Test 1 and the higher of the tests 
determines the Proposition 98 guarantee level.   
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Proposition 98 Tests 
Calculating the Level of Education Funding 

Test Calculated Level Operative Year Times Used 
Test 1 Based on a calculated percent of 

General Fund revenues (currently 
around 38.1%). 

If it would provide more funding 
than Test 2 or 3 (whichever is 
applicable). 

4 

Test 2 Based on prior year funding, 
adjusted for changes in per capita 
personal income and attendance. 

If growth in personal income is ≤ 
growth in General Fund revenues 
plus 0.5%. 

14 

Test 3 Based on prior year funding, 
adjusted for changes in General Fund 
revenues plus 0.5% and attendance. 

If statewide personal income 
growth > growth in General Fund 
revenues plus 0.5%. 

9 

 
Generally, Test 2 is operative during years when the General Fund is growing quickly and Test 3 is 
operative when General Fund revenues fall or grow slowly. The Test 1 percentage is historically-
based, but is adjusted, or “rebenched”, to account for large policy changes that impact local property 
taxes for education or changes to the mix of programs funded within Proposition 98. In the past few 
years, rebenching was done to account for property tax changes, such as the dissolution of the RDAs, 
and program changes, such as removing childcare from the Proposition 98 minimum guarantee and 
adding mental health services. In the budget year, the Test 1 calculation is adjusted to reflect the end of 
the “triple flip” and the retirement of the Economic Recovery Bonds and for RDA changes. 
Proposition 98 tests are based on estimated factors during budget planning; however, the factors are 
updated over time and can change past guarantee amounts and even which test is applicable in a 
previous year. Statute specifies that at a certain point the Proposition 98 minimum guarantee for a 
given year shall be certified and no further changes shall be made. 
 

The Governor’s proposal assumes that in 2016-17, the Proposition 98 guarantee is calculated under 
Test 3, the current year is a Test 2 year, and prior year is a Test 1.  A Test 3 is reflective of strong per 
capita personal income growth in comparison to relatively lower General Fund growth.  Generally, the 
Proposition 98 minimum guarantee calculation was designed in order to provide growth in education 
funding equivalent to growth in the overall economy, as reflected by changes in personal income 
(incorporated in Test 2). In a Test 3 year, the Proposition 98 minimum guarantee does not grow as fast 
as in a Test 2 year, in recognition that the state’s General Fund is not reflecting the same strong growth 
as personal income and the state may not have the resources to fund at a Test 2 level, however a 
maintenance factor is created as discussed in more detail later. As noted in the table above, in most 
years the Proposition 98 minimum guarantee has been determined by the application of Test 2. 
 
Suspension of Minimum Guarantee. Proposition 98 includes a provision that allows the Legislature 
and Governor to suspend the minimum funding requirements and instead provide an alternative level 
of funding. Such a suspension requires a two-thirds vote of the Legislature and the concurrence of the 
Governor. To date, the Legislature and Governor have suspended the Proposition 98 minimum 
guarantee twice—in 2004-05 and 2010-11. While the suspension of Proposition 98 can create General 
Fund savings during the year in which it is invoked, it also creates obligations in the out-years, as 
explained below. 
 
Maintenance Factor. When the state suspends the Proposition 98 minimum guarantee or Test 3 is 
operative (that is, when the Proposition 98 guarantee grows more slowly due to declining or low 
General Fund growth), the state creates an out-year obligation referred to as the “maintenance factor.” 
When growth in per capita General Fund revenues is higher than growth in per capita personal income 
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(as determined by a specific formula also set forth in the state Constitution), the state is required to 
make maintenance factor payments, which accelerate growth in K-14 funding, until the determined 
maintenance factor obligation is fully restored. Outstanding maintenance factor balances are adjusted 
each year by growth in student average daily attendance and per capita personal income. 
 
The maintenance factor payment is added on to the minimum guarantee calculation using either Test 1 
or Test 2. 
 
• In a Test 2 year, the rule of thumb is that roughly 55 percent of additional revenues would be 

devoted to Proposition 98 to pay off the maintenance factor. 
 
• In a Test 1 year, the amount of additional revenues going to Proposition 98 could approach 100 

percent or more. This can occur because the required payment would be a combination of the 55 
percent (or more) of new revenues plus the established percentage of the General Fund—roughly 
38.4 percent—that is used to determine the minimum guarantee. 

 
Prior to 2012-13, the payment of maintenance factor was made only on top of Test 2, however in 2012-
13, the Proposition 98 guarantee was in an unusual situation as the state recovered from the recession, 
it was a Test 1 year and per capita General Fund revenues were growing significantly faster than per 
capita personal income. Based on a strict reading of the Constitution, the payment of maintenance 
factor is not linked to a specific test, but instead is required whenever growth in per capita General 
Fund revenues is higher than growth in per capita personal income. As a result the state funded a 
maintenance factor payment on top of Test 1 and this interpretation continues today and results in the 
potential for up to 100 percent or more of new revenues going to Proposition 98 in a Test 1 year with 
high per capita General Fund growth, as is the case in 2014-15, when the maintenance factor payment 
is approximately $5.4 billion. 
 
The Governor’s proposal includes maintenance factor payments of $810 million in the 2015-16 year, 
completely paying off the outstanding maintenance factor balance.  However, in 2016-17, the 
Governor’s proposal projects a Test 3 year and the creation of $548 million in maintenance factor 
owed in future years. 

 
Settle-Up. Every year, the Legislature and Governor estimate the Proposition 98 minimum guarantee 
before the final economic, fiscal, and attendance factors for the budget year are known. If the estimate 
included in the budget for a given year is ultimately lower than the final calculation of the minimum 
guarantee, Proposition 98 requires the state to make a "settle-up” payment, or series of payments, in 
order to meet the final guarantee for that year. The Governor’s budget assumes General Fund settle-up 
payments of $362 million in 2014-15 and $814 million in 2015-16 (due to increases in the guarantees 
for those years.) The Governor’s budget proposal also includes a settle-up payment of $257 million 
counting towards the 2009-10 minimum guarantee. After this payment, the state would owe $975 
million in settle-up for years prior to 2014-15. 
 

Spike Protection. Proposition 98 also has a built-in formula to prevent large increases in the 
guarantee, referred to as “spike protection”. This constitutional formula specifies that in years when a 
Test 1 is operative and is greater than the Test 2 amount by 1.5 percent of General Fund revenues, then 
when calculating the guarantee level in the subsequent year, the excess amount over the 1.5 percent of 
General Fund revenues is not included in the calculation. This part of the formula has only been in play 
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twice, spikes in revenues in the 2012-13 and 2014-15 years, resulted in spike protection reducing the 
impact of these revenue gains on the 2013-14 and 2015-16 minimum guarantees, respectively. 
 
Proposition 98 Rainy Day Fund and District Reserve Caps. Proposition 2 passed in the November 
4, 2014 general election and requires certain debt payment and reserve deposits in some years. As part 
of these reserve requirements, a deposit in a Proposition 98 Rainy Day Fund is required under certain 
circumstances. These conditions are that maintenance factor (accumulated prior to 2014-15) is paid 
off, that Test 1 is in effect, that the Proposition 98 guarantee is not suspended, and that no maintenance 
factor is created. Related statute requires that in the year following a deposit into this fund, a cap on 
local school district reserves would be implemented. Both the Governor and the Legislative Analyst’s 
Office (LAO) continue to project that a Test 1 will not be in effect in their forecast period over the next 
few years. The conditions needed to trigger Test 1 include significant year-over-year revenue gains 
that are unlikely given the modest growth projections and potential for a slowing economy in the near 
future. 
 
Outstanding Obligations. The state currently has paid most of the outstanding obligations to school 
districts and community colleges that built up over the last recession. However, as of the 2015 Budget 
Act, the state still has nearly $2.6 billion in unpaid mandate claims. The Governor’s proposal for 2016-
17 would retire approximately $786 million of these mandate obligations.  
 
Governor’s Proposal: 
 
K-14 Proposition 98 Education Overall. The budget estimates that the total Proposition 98 guarantee 
(K-14) for 2014-15 increased by $387 million, compared to the level estimated in the 2015 Budget 
Act. Similarly, for 2015-16, the Governor estimates an increase in the total guarantee of $766 million. 
Both of these adjustments lead to Proposition 98 “settle-up” obligations, which result in additional 
one-time resources. The Governor proposes to use these additional one-time resources primarily to 
provide discretionary funding to LEAs, a portion of which would reduce the backlog of mandate 
claims. The budget estimates a total Proposition 98 funding level of $71.6 billion (K-14). This is a $3.2 
billion increase over the 2015-16 Proposition 98 level provided in the 2015 Budget Act.   
 
K-12 Education Proposition 98 Major Spending Proposals. The budget includes a proposed 
Proposition 98 funding level of approximately $63.2 billion for K-12 programs. This includes a year-
to-year increase of more than $2.1 billion in Proposition 98 funding for K-12 education, as compared 
to the revised Proposition 98 K-12 funding level for 2015-16. Under the Governor’s proposal, ongoing 
K-12 Proposition 98 per pupil expenditures increase from $10,223 provided in 2015-16 to $10,591 in 
2016-17. This 2016-17 proposed funding level in Proposition 98 funds for K-12 reflects a per-pupil 
increase of 3.5 percent, as compared to the revised per-pupil funding level provided for 2015-16. The 
Governor’s major K-12 spending proposals are identified below. 
 
• K-12 Local Control Funding Formula. The 2013 Budget Act changed how the state provides 

funding to school districts and county offices of education by creating the Local Control Funding 
Formula (LCFF). The budget proposes an increase of approximately $2.8 billion to implement the 
LCFF. This investment would eliminate about 50 percent of the remaining funding gap between 
the formula’s current year funding level and full implementation for school districts and charter 
schools. Overall, this investment results in the formula being 95 percent fully funded in 2016-17. 
County offices of education reached full implementation with the LCFF allocation in the 2014 
Budget Act. The accountability system for LCFF is also not yet fully implemented. Implementation 
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of LCFF is more fully discussed in K-12 Education Reform: Finance, Accountability, and 
Standards in this report. 
 

• Mandate Backlog Reduction. The budget proposes more than $1.2 billion in discretionary one-
time Proposition 98 funding be provided to school districts, charter schools, and county offices of 
education to offset outstanding mandate debt. The Administration indicates that, while the use of 
this funding is discretionary, it allows school districts, charter schools, and county offices of 
education to continue to invest in implementing state adopted academic content standards, upgrade 
technology, provide professional development, support beginning teacher induction and address 
deferred maintenance projects. 

 

• Enrollment and Cost-of-Living Adjustments. The proposed budget reflects an estimated 
decrease in student enrollment in the K-12 system. Specifically, it reflects a decrease of $150.1 
million in 2015-16, as a result of a decrease in the projected average daily attendance (ADA), as 
compared to the 2015 Budget Act. For 2016-17, the budget reflects a decrease of $34.1 million to 
reflect a projected decline in ADA for the budget year. The budget also proposes an increase of $61 
million in Proposition 98 funds to reflect an increase in charter school ADA. The proposed budget 
also provides $22.9 million to support a 0.47 percent cost-of-living adjustment for categorical 
programs that are not included in the new LCFF. These programs include special education and 
child nutrition, among others. The proposed funding level for the LCFF includes cost-of-living 
adjustments for school districts and county offices of education.   
 

• K-12 School Facilities. The budget does not include a specific K-12 school facilities proposal, but 
notes continued concerns with the existing program, including but not limited to, program 
complexity, costly administrative burdens, inequalities in funding allocation, and lack of alignment 
with actual local facility needs. The Administration acknowledges that a new program is needed, 
but states that the $9 billion school bond on the November 2016 ballot fails to make needed 
changes, while adding significant debt service costs. The Administration proposes to continue the 
dialogue with the Legislature and stakeholders about the best way to fund school facilities going 
forward, specifically focused on funding for the highest-need schools and districts, and increased 
local flexibility.  

 
Other K-12 Education Budget Proposals 
Additional proposals contained within the budget related to K-12 education include the following: 
 
• Charter School Startup Grants. The budget proposes to allocate $20 million in one-time 

Proposition 98 funds to provide start-up grants for new charter schools. In previous years, new 
charter schools were eligible for start-up funding through the federal Public Charter Schools Grant 
program. California was not selected to participate in the latest cohort of this grant program. 
 

• K-12 High Speed Network. The budget proposes $8 million Proposition 98 funds ($4.5 million 
ongoing and $3.5 million one-time) to support the operations of the K-12 High Speed Network. 
The 2015 Budget Act required the program to use existing reserves to fund operations in 2015-16. 
 

• Proposition 47. The budget proposes $7.3 million in Proposition 98 funding to support improved 
outcomes for students who are truant, at risk of dropping out of school, or are victims of crimes. 
Proposition 47 reduced penalties for some crimes and required that 25 percent of the resulting 
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savings be invested in K-12 truancy, dropout prevention, victim services, and drug and mental 
health treatments. 

 

• Systems of Learning and Behavioral Supports. The budget proposes to allocate $30 million in 
one-time Proposition 98 funds to support an effort (beginning in 2015-16 with $10 million in one-
time Proposition 98 funds) to help LEAs establish and implement schoolwide systems of academic 
and behavioral support for students.  

 

• Proposition 39 Energy Efficiency Investments. The budget proposes to allocate $419 million in 
Proposition 39 energy funds available in 2016-17 as follows:  

   
o $365.4 million to K-12 school districts, for energy efficiency project grants. 

 
o $45.2 million to community college districts, for energy efficiency project grants.  

 
o $5.4 million to the California Conservation Corps, to provide technical assistance to school 

districts. 
 
o $3 million to the Workforce Investment Board, for continued implementation of job-training 

programs. 
 

• Special Education. The budget proposes a decrease of $15.5 million in Proposition 98 funds to 
reflect a decrease in special education ADA.    
 

• Child Care and Development. The budget provides $3.6 billion total funds ($948 million federal 
funds; $1.7 billion Proposition 98 General Fund; and $998 million non-Proposition 98 General 
Fund) for child care and early education programs.  

 
California Community Colleges Proposition 98 Major Spending Proposals. 
 
• Creates New Workforce Program, Makes Another Permanent. The budget includes $200 

million in new ongoing funding to implement recommendations of the Board of Governors Task 
Force on Workforce, Job Creation, and a Strong Economy. The new “Strong Workforce Program” 
would require community colleges to collaborate with education, business, labor, and civic groups 
to develop regional plans for career technical education (CTE). The regions would be based on 
existing planning boundaries for the federal Workforce Innovation and Opportunity Act (WIOA). 

 

• Extends Career Technical Education Pathways Initiative. The budget also includes $48 million 
in ongoing funding to support the CTE Pathways Program. Over the last 11 years, this program has 
supported regional collaboration among schools, community colleges, and local businesses to 
improve career pathways and linkages. The state had scheduled to sunset the program at the end of 
2014–15 but extended it through 2015–16 using one–time funding. The Governor proposes to 
make the program permanent and align future CTE Pathway funding with the regional plans 
developed under the Strong Workforce Program. The Pathway program would continue to have 
separate categorical requirements. 
 

• Basic Skills Initiative. The budget proposes $30 million ongoing Proposition 98 General Fund 
increase for the Basic Skills Initiative, bringing total spending on this program to $50 million, to 
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implement practices that increase student mobility from remedial math and English courses to 
college-level courses. Trailer bill language repeals the previous categorical program and ties 
increased funding to the use of evidence-based practices and improved outcomes in transitioning 
students from basic skills courses to college-level work. 

 
Other Community College Budget Proposals 
 
• Apportionments. The budget provides $115 million Proposition 98 General Fund for two percent 

enrollment growth and $29 million for a 0.47 percent cost-of-living adjustment (COLA). 
 
• Institutional Effectiveness Initiative. The budget proposes $10 million ongoing Proposition 98 

General Fund for the Institutional Effectiveness Initiative, bringing total funding to $27.5 million. 
This includes $8 million for workshops and training and $2 million for technical assistance to local 
community colleges and districts.  
 

• Zero-Textbook-Cost Degrees. The budget provides $5 million ongoing Proposition 98 General 
Fund for campuses to develop “zero-textbook-cost” degree and certificate programs using open 
educational resources. Colleges would be eligible for up to $500,000 per degree program. 
 

• Telecommunications and Technology Infrastructure Program. The budget proposes $3 million 
ongoing Proposition 98 General Fund to improve systemwide data security. 
 

• Cost-of-Living Adjustments for Categorical Program. The budget provides $1.3 million 
Proposition 98 General Fund for a 0.47 percent COLA for Extended Opportunity Programs and 
Services, Disabled Student Programs and Services, and the CalWORKs Program. The 
Administration also provides $1.8 million Proposition 98 to raise the apprenticeship funding rate to 
the highest noncredit rate. 
 

• Deferred Maintenance. The budget proposes $289 million one-time Proposition 98 increase for 
deferred maintenance, instructional equipment, and specified water conservation projects. 
Community colleges will not need to provide matching funds for deferred maintenance in 2016-17. 
This is one-time funding, although $255 million is from ongoing sources.  
 

• Mandate Debts. The budget provides $76.3 million one-time Proposition 98 General Fund 
increase to pay-down outstanding mandate claims. These payments will further reduce outstanding 
mandate claims and open up one-time resources to address various one-time needs, such as campus 
security, technology and professional development. 
 

• Innovation Awards. The budget proposes $25 million Proposition 98 General Fund for innovation 
awards focusing on technology, transfer pathways and successful transition from higher education 
to the workforce. This award would only be available to community colleges seeking to implement 
programs that allow students to simultaneously earn high school diplomas and industry credentials 
or transfer degrees, develop online basic skills or zero-textbook-cost degree programs. Similar to 
previous innovation awards, colleges would submit proposals f, and a committee chaired by the 
Department of Finance would select awardees. Each awardee would receive at least $4 million. 

 
LAO Analysis and Recommendations   
 



Subcommittee No. 1 March 3, 2016 

 

Senate Committee on Budget and Fiscal Review 10 

The LAO recently released “The 2016-17 Budget: Proposition 98 Education Analysis” which includes 
detailed information on the calculation of the Proposition 98 Guarantee and programs provided with 
Proposition 98 funding.  The LAO’s analyses of specific Proposition 98 funded programs will be 
discussed in detail when the subcommittee hears the related program area. 
 
In general, the LAO and the Administration are in agreement about the calculation of the Proposition 
98 guarantee and the related state revenue estimates.  Both the Administration and the LAO will 
continue to monitor economic trends and update estimates at the May Revision.  The LAO notes that 
over the three-year period, changes in revenues could impact different years very differently: 
 

• The 2014-15 guarantee calculation is highly sensitive to changes in revenue, such that an 
increase or decrease in the state’s General Fund revenue would result in approximately a dollar 
for dollar change in the guarantee.  However spike protection would prevent any increase in the 
guarantee from impacting the 2015-16 guarantee. 
 

• The 2015-16 guarantee calculation is relatively insensitive to changes in state revenues.  The 
LAO estimates that the state’s General Fund revenues in 2015-16 could increase by as much as 
$7 billion or decrease by up to $1.3 billion with no impact to the guarantee. 

 
• The 2016-17 guarantee calculation is moderately sensitive to revenue changes.  Similar to 

historical “normal” guarantee calculation years, for each additional dollar of General Fund 
revenue the guarantee would increase by approximately 50 cents. 

 
The LAO does differ with the Administration in the calculation of local property tax revenues.  The 
LAO estimates that the Administration is under estimating local property taxes by $1.1 billion ($520 
million in 2015-16 and $620 million in 2016-17), primarily due to differences in the way the 
Administration estimates redevelopment-related ongoing revenue and assessed property values.  The 
LAOs property tax estimates would result in no change to the overall Proposition 98 guarantee level, 
but would offset the amount General Fund under the formula, freeing up a like amount of General 
Fund for other non-Proposition 98 uses.  
 
Subcommittee Questions 
 

1. Are the Department of Finance and the LAO working together to identify and resolve 
differences in the calculation of local property taxes?  
 

2. What rate of growth are LAO and the Department of Finance estimating for the Proposition 98 
guarantee in the out years (2017-18 and later)?  How does this impact the ability of the state to 
meet Proposition 98 funding obligations? 

 
Staff Recommendation  
 
No action, this issue is information only and the Proposition 98 guarantee calculation will be updated 
at the May Revision.  
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6110 DEPARTMENT OF EDUCATION  
 
Issue 2: Local Control Funding Formula 

 
Panel: 

• Aaron Heredia, Department of Finance 
• Ryan Anderson, Legislative Analyst’s Office 
• Debra Brown, California Department of Education 

 
Background: 
 
K-12 School Finance Reform. As of the 2015 Budget Act, the state appropriates more than 
$60 billion in Proposition 98 funding (General Fund and local property taxes) annually for K-12 public 
schools. In 2013-14, the state significantly reformed the system for allocating funding to school 
districts, charter schools, and county offices of education. The LCFF replaced the state’s prior system 
of distributing funds to local education agencies (LEAs) through revenue limit apportionments (based 
on per student average daily attendance) and approximately 50 state categorical education programs. 
 
Under the old system, revenue limits provided LEAs with discretionary (unrestricted) funding for 
general education purposes, and categorical program (restricted) funding was provided for specialized 
purposes, with each program having a unique allocation methodology, spending restrictions, and 
reporting requirements. Revenue limits made up about two-thirds of state funding for schools, while 
categorical program funding made up the remaining one-third portion. For some time, that system was 
criticized as being too state-driven, bureaucratic, complex, inequitable, and based on outdated 
allocation methods that did not reflect current student needs. 
  
Local Control Funding Formula. The LCFF combines the prior funding from revenue limits and 
more than 30 categorical programs that were eliminated, and uses new methods to allocate these 
resources and future allocations to school districts, charter schools, and county offices of education, 
allowing LEAs much greater flexibility in how they spend the funds than under the prior system. There 
is a single funding formula for school districts and charter schools, and a separate funding formula for 
county offices of education that has some similarities to the district formula, but also some key 
differences. 
 
School Districts and Charter Schools Formula. This formula is designed to provide districts and 
charter schools with the bulk of their resources in unrestricted funding to support the basic educational 
program for all students. It also includes additional funding, based on the enrollment of low-income 
students, English learners, and foster youth, provided for increasing or improving services to these 
high-needs students. Low-income students, English learners, and foster youth students are referred to 
as “unduplicated” students in reference to the LCFF because for the purpose of providing supplemental 
and concentration grant funding, these students are counted once, regardless of if they fit into more 
than one of the three identified high-need categories. Major components of the formula are briefly 
described below. 
 
• Base Grants are calculated on a per-student basis (measured by student average daily attendance) 

according to grade span (K-3, 4-6, 7-8, and 9-12) with adjustments that increase the base rates for 
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grades K-3 (10.4 percent of base rate) and grades 9-12 (2.6 percent of base rate). The adjustment 
for grades K-3 is associated with a requirement to reduce class sizes in those grades to no more 
than 24 students by 2020-21, unless other agreements are collectively bargained at the local level. 
The adjustment for grades 9-12 recognizes the additional cost of providing career technical 
education in high schools. 
 

• Supplemental Grants provide an additional 20 percent in base grant funding for the percentage of 
enrollment that is made up of unduplicated students. 

 
• Concentration Grants provide an additional 50 percent above base grant funding for the 

percentage of unduplicated students that exceed 55 percent of total enrollment. 
 

• Categorical Program add-ons for Targeted Instructional Improvement Block Grant and Home-to-
School Transportation provide districts the same amount of funding they received for these two 
programs in 2012-13. The transportation funds must be used for transportation purposes. Charter 
schools are not eligible for these add-ons. 
 

• LCFF Economic Recovery Target add-on is provided to districts and charter schools if their 
undeficited per-ADA funding under the old funding model (adjusted to projected 2020-21 levels) is 
at or below the 90th percentile and the district or charter school would have been better off under 
the old funding model rather than the LCFF model. ERT payments are frozen based upon the 
calculations made by the California Department of Education in 2013-. 

 
• Hold Harmless Provision ensures that no school district or charter school will receive less state 

aid funding under the LCFF than its 2012-13 funding level under the old system. 
 
County Offices of Education Formula. The County Offices of Education (COE) formula is very 
similar to the school district formula, in terms of providing base grants, plus supplemental and 
concentration grants for the students that COEs serve directly, generally in an alternative school 
setting. However, COEs also receive an operational grant that is calculated based on the number of 
districts within the COE and the number of students county-wide. This operational grant reflects the 
additional responsibilities COEs have for support and oversight of the districts and students in their 
county. 
 
Excess Taxes and Basic Aid Districts. Most school districts receive a mix of local property taxes and 
Proposition 98 General Fund to meet their LCFF funding level. Under LCFF and under the prior 
revenue limit system, some county offices and school districts received local property tax revenue that 
exceeded the revenue limit and now exceeds their LCFF targets (or LCFF transition funding).  
Districts, consistent with pre LCFF policy, retain local property taxes above their LCFF funding level 
and can use them for any educational purpose. These school districts are referred to as “basic aid”.  
County offices, also consistent with pre-LCFF policy, do not keep their excess taxes. Prior to LCFF 
this funding rolled over to the following year and under LCFF it is swept and used for other purposes 
within the county.   
 
During the recent recession, the state reduced revenue limit funding for all districts and also cut 
categorical funding for basic aid districts. This categorical funding policy was called a “fair share” 
reduction in that non-basic aid districts were impacted through cuts to their revenue limit funding due 
to the recession, but basic aid districts were not impacted by revenue limit cuts because they already 
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received no state funding for revenue limits and therefore would share the burden of reduced funding 
through categorical cuts. While most basic aid districts have long histories of being considered basic 
aid, there are some that were cut into basic aid status when the state made these reductions to revenue 
limit and categorical funding. 
 
In calculating the LCFF funding provided to districts each year, pursuant to statute, the Department of 
Education calculates the LCFF floor, the total of the district’s 2012-13 revenue limit and categorical 
funding.  The LCFF floor of some districts included the reduced categorical funding, in additional to 
the reduced revenue limits that all district LCFF floor calculations were based on.  For basic aid 
districts that were on the border of being basic aid and were “cut” into this status during recession, this 
lower floor means that these districts receive less in total LCFF funding during the transition to full 
implementation than they would have absent the inclusion of the categorical reductions when 
calculating their LCFF floor. 
 
Budget Appropriations. The LCFF establishes new “target” LCFF funding amounts for each LEA, 
and these amounts are adjusted annually for COLAs and pupil counts. When the formula was initially 
introduces, funding all school districts and charter schools at their target levels was expected to take 
eight years and cost an additional $18 billion, with completion by 2020-21. The Department of Finance 
(DOF) has not released an updated estimate of the completion date at this point. County offices of 
education reached their target funding levels in 2014-15 and adjust each year for COLAs and ADA 
growth.   
 
Over the past three years, the state has made considerable investments towards implementing the 
LCFF, as shown in the tables below. The 2015-16 funding closed almost 52 percent of the remaining 
gap to full funding of the LCFF target levels for school districts and charter schools, The remaining 
gap is recalculated annually based on funding provided but also on annual adjustments to the LCFF 
funding targets. The proposed 2016-17 funding would close 50 percent of the remaining gap. Overall, 
the LCFF is about 90 percent fully funded as of the 2015 Budget Act and the proposed additional 
investment would bring that up to 95 percent. 
 

Amounts Provided in the Annual Budget to fund increased costs for LCFF  
(Dollars in Billions) 

Fiscal Year 
Original Estimated 
Need to Fully Fund 

LCFF 
Gap Appropriation Remaining Need to 

Fully Fund LCFF 

2013-14 $18.0  $2.1  $15.8  
2014-15 N/A $4.7  $11.3  
2015-16 N/A $6.0  $5.3 (estimated) 

Figures may not sum due to changes between years for growth and cost of living adjustments. 
Source: California Department of Education 
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Source: Legislative Analyst’s Office 

 

The significant ongoing allocations of funding for the LCFF was made possible by considerable 
growth in the Proposition 98 guarantee over the past few years.  A strong economic recovery has 
accelerated growth in the Proposition 98 guarantee, including funding to make up for years of low 
growth beginning in 2008-09. 
 
Governor’s Proposal: 
 
The budget provides an increase of $2.8 billion in Proposition 98 funding for schools for the fourth 
year of LCFF implementation. The DOF indicates this funding level represents closing approximately 
50 percent of the gap between the school districts’ 2015-16 funding levels and the LCFF full 
implementation target rates as of the budget year. Under the budget, the LCFF would be 95 percent 
funded in 2016-17. County offices of education, which reached full implementation in 2014-15, would 
receive a cost-of-living increase. 
 
LAO Analysis and Recommendations   
 
The LAO supports the Governor’s budget proposal to provide additional ongoing funding towards 
implementation of the LCFF. They note that the use of funding to move towards full implementation is 
consistent with the priorities of the Legislature and the Governor over the past few years, and under the 
adoption of the LCFF.  
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The LAO has identified a concern that the county office of education LCFF formula results in 
significant funding advantages for some county offices of education that are above their LCFF targets. 
Under the LCFF, county offices of education have two hold harmless provisions (these also apply to 
school districts).  County offices of education will receive at least as much funding as they received 
from revenue limits and categorical programs in 2012-13, and at least as much Proposition 98 General 
Fund as they received in 2012-13 for categorical programs, called “minimum state aid.” County offices 
of education historically have varied widely in their amount of Proposition 98 funding and the LAO 
notes that county offices of education that receive the minimum state aid amount on top of their LCFF 
allocation (due to strong property tax growth or in county offices that were already funded at high 
levels prior to LCFF) further widens the variance among funding levels between county offices of 
education. 
 
The LAO recommends repealing the minimum state aid allocation for county offices of education 
while still holding the county offices of education harmless to their 2012-13 funding level. The LAO 
estimates that eliminating the minimum state aid allocation would reduce the amount of Proposition 98 
resources being provided to county offices of education in 2016-17 by $75 million (contrasts with the 
Administration’s estimate of $35 million) and make those resources available for other Proposition 98 
priorities. 
 
Staff Comments 
 
LEAs have seen large investments in ongoing funding for the LCFF as the state’s economy recovers 
from the last recession. This trend continues with the 2016-17 Governor’s budget proposal, however 
both the LAO and the Department of Finance show the pace of economic growth slowing in future 
years. The Legislature may wish to continue to monitor investments in the LCFF to ensure LEAs reach 
meet their LCFF targets. Funding for any new ongoing programs within the Proposition 98 guarantee 
over the next few years should be considered within the context of meeting LCFF funding obligations. 
 
Changing to a new funding formula was a complex process, involving considerable workload on the 
part of the Administration and the Legislature to develop and enact authorizing statute and of the CDE 
fiscal staff, to overhaul their systems for the calculation and apportionment of funding.  While simple 
in concept, the implementation of LCFF continues to reveal complexities in implementation, as in the 
case of some districts and county offices of education funding. The Legislature should continue to 
monitor implementation and engage in discussions with the Administration and stakeholders on 
potential improvements. 
 
Subcommittee Questions 
 

1. Does the Department of Finance or the LAO have an updated projection on whether the state 
will reach full implementation of LCFF by 2020-21?  If not, when will that be available? 

 
2. If there are additional Proposition 98 funds available at the May Revision, does the Department 

of Finance anticipate proposing to increase the amount of ongoing funds committed to fully 
funding the LCFF? 

 
3. Is the Department of Finance considering any changes to the funding formula for districts or 

county offices of education?  
 



Subcommittee No. 1 March 3, 2016 

 

Senate Committee on Budget and Fiscal Review 16 

Staff Recommendation  
 
Hold open pending May Revision funding projections. 
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6110 DEPARTMENT OF EDUCATION  
 
Issue 3: Federal Every Student Succeeds Act Update (Information Only)  

 

Panel: 
• Edgar Cabral, Legislative Analyst’s Office 
• Debra Brown, California Department of Education  

 
Background 
 
On December 10th, 2015, the federal Elementary and Secondary Education Act (ESEA) was 
reauthorized with the passage of the Every Student Succeeds Act (ESSA). This replaces a prior version 
of the law, passed in 2002, known as No Child Left Behind (NCLB). The ESEA was originally passed 
in 1965 by the Lyndon B. Johnson administration, with a primary goal of supporting low-income 
students. Under ESEA, states are eligible for both formula and competitive grants, with the largest 
being Title I formula grants that states receive on the basis of the number of low-income students. In 
general, the new ESSA law is very similar to NCLB, but with some key differences in as noted below. 
 
Title I. Title I provides funding to support the academic achievement of low income students. Under 
ESSA, as under NCLB, states receive funding based on the number of low-income students, most of 
which goes out on a formula basis to local educational agencies (LEAs).  Of the total grant, states may 
use up to 1 percent for state administration.  For the 2016-17 year, California anticipates receiving $1.8 
billion in Title I funds.   
 
Federal accountability is also included in Title I.  Under ESSA, of the total Title I grant amount, states 
must set aside 7 percent for school improvement interventions and technical assistance.  The majority 
of these funds must be used to provide 4 year grants to LEAs.  States may also set aside 3 percent of 
the total Title I allocation for direct services to students.  Additionally, under Title I states are required 
to adopt challenging academic standards (federal approval is not required) and implement standards-
aligned assessments in specified grade spans and subject areas (the same as under NCLB). 
 
States must develop accountability systems that rate schools using academic achievement, growth rates 
(K-18), graduation rates (high school), English learner progress in language proficiency, and other 
factors determined by the state.  Academic growth must have the greatest weight.  Title I requires 
identification of and intervention in the lowest performing five percent of schools, high schools with 
graduation rates lower than 2/3 and schools in which any subgroup is in the lowest performing five 
percent and has not improved over time. 
 
Title II. Title II provides funding to increase the quality of teachers and principals.  The changes to 
Title II under ESSA include formula adjustments to weight poverty more heavily than population than 
the current program. Under ESSA, Title II also prohibits the Secretary of Education from requiring or 
controlling teacher evaluations, definitions of effectiveness, standards, certifications, and licensing 
requirements. Under NCLB, Title II funding for California is approximately $250 million. 
 
Title III. Title III provides funding specifically for the education of English learner students.  Under 
ESSA, Title III includes reporting on English learners; numbers, percentages, attainment of 
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proficiency, and long term academic performance. Under NCLB, Title III included accountability 
provisions called annual measurable achievement objectives. Under the ESSA reauthorization, 
accountability for English Learners is included in the new accountability system under Title I.  Under 
NCLB, Title III funding for California is almost $145 million. 
 
Other Changes. There are some changes to other Title programs under ESSA.  Title IV includes a 
new grant program that provides funds for supporting students in a variety of ways (e.g. enrichment 
activities, school climate, health and safety, technology access. There are new competitive preschool 
grants administered jointly by ED and the Health and Human Services departments. Additionally, the 
granting of waivers has changed, LEAs must first submit waiver requests to the State Educational 
Agency (in California this is the SBE) who must forward eligible waivers to the federal Department of 
Education.   
 
ESSA Implementation Timeline. Different components of the ESSA have different timelines.  
However, the Legislature can expect that ESSA funding changes will impact the state’s budget process 
for the 2017-18 fiscal year. Other timelines related to ESSA are as follows: 
 

• Waivers provided under the old ESEA end August 1, 2016 
 

• New ESSA for competitive grants effective October 1, 2016 
 

• New ESSA for formula grants effective July 1, 2016. However, additional federal statute, 
notwithstands this timeline and provides that formula grants authorized under ESEA for the 
2016-17 school year shall be administered in accordance with the prior ESEA, meaning that 
formula grant changes will not take effect until the 2017-18 school year. 

 
• New ESSA for accountability will take effect in 2017-18. 

 
• Generally, programs may finish out existing grant funds and requirements before transitioning 

to new ESSA requirements.  
 
A regulations process at the federal level will be underway this year, and will result in additional 
information and formal guidance for states in implementing the ESSA. 
 
ESSA State Plan. The ESSA State Plan is a comprehensive plan that includes all of the federal 
requirements as reflected in Titles I through IX. A stakeholder process to contribute to the ESSA State 
Plan will be provided through the California Practitioners Advisory Group (CPAG). The SBE solicited 
applications for the constituted advisory committee to provide input to the SBE federal Title I 
requirements and efforts to establish a single coherent local, state, and federal accountability and 
continuous improvement system.  CPAG Meetings will be open to the public. The following table 
describes the timeline shared by CDE and the SBE for completing the ESSA state plan. 
 

Proposed Development of ESSA State Plan 

February 2016 
Announced application for the California Practitioners Advisory Group 

(CPAG) 
March 2016 The State Board of Education Screening Committee recommendations for 
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Source: State Board of Education and California Department of Education 

Staff Recommendation: No action. This item is informational only. 

appointments to the CPAG. 

The CDE submits an assurance letter to Federal Department of Education 
(ED) concerning its transition plan for supplemental educational services 

(SES) and public school choice in the 2016-17 school year. 

April 2016 Proposed orientation and first meeting for CPAG. 

May 2016 

The CDE posts the one-year transition plan for SES and public school 
choice for the  2016-17 school year. 

CDE solicits input from stakeholders on select components of the ESSA 
State Plan. 

June 2016 

Early June- CPAG Meeting 
Proposed SBE Information Memorandum on draft concepts of the ESSA 

State Plan. 

July 2016 

CDE drafts ESSA State Plan to conform to rules and regulations. 

Propose concepts for integrating federal requirements with state 
accountability. 

September 2016 
CDE presents early draft of ESSA State Plan based on stakeholder 

input. 

October 2016 Proposed CPAG meeting. 

November 2016 Draft ESSA State Plan for SBE Review. 

December 2016 Proposed CPAG meeting. 

January 2017 

CDE revises ESSA State Plan based on stakeholder feedback and submits 
to SBE for approval at January meeting. 

CDE then submits approved ESSA State Plan to ED; ED has up to 120 
days to review ESSA State Plan. 

June 2017 (or 
earlier) 

Accepted ESSA State Plan is published. 

July 2017 

New Accountability System begins August 2017. 

The ESSA State Plan takes effect 2017-18 and implements process to 
identify schools for assistance. 

2018-19 The new interventions under ESSA are implemented. 
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6440 UNIVERSITY OF CALIFORNIA  
6610 CALIFORNIA STATE UNIVERSITY  

Issue 1: Overview of the Governor’s University of California and California State 
University 2016-17 Budget Proposals – Information Only 
 
Panel 

• Maritza Urquiza, Budget Analyst, Department of Finance  
• Jason Constantouros, Fiscal & Policy Analyst, Legislative Analyst’s Office 
• Kieran Flaherty, University of California 
• Ryan Storm, Assistant Vice Chancellor for Budget, California State University 

 
Background 
 
During the recent recession, the state was limited in its ability to invest in public higher 
education and significantly cut state support to the universities. The universities responded by 
shifting more of the financial burden to the students through increased tuition. Most notably, 
between 2004 and 2013, tuition at the University of California (UC) and California State 
University (CSU) more than doubled. Rapid tuition increases led to growing concerns about the 
affordability of higher education. The December 2012 Public Policy Institute of California 
(PPIC) Statewide Survey found that 65 percent of Californians were concerned about the cost of 
college. However, as the economy recovered, this trend of divestment started to reverse. The 
passage of Proposition 30 and recent budget acts facilitated a renewed investment in public 
higher education. Since the passage of Proposition 30 in 2012, the state has funded a multiyear 
investment plan, starting in 2013-14 for the public universities.  
 
Since 2012-13, funding for UC has grown by $691 million, and funding for CSU has grown by 
$823 million. The budget continues that growth, proposing an additional $125 million ongoing 
General Fund for UC and $148 million ongoing General Fund for CSU in 2016-17. Additionally, 
the state has continued to fund robust financial aid programs, maintaining the Cal Grant 
entitlement even during the economic downturn, amounting to significant levels of indirect state 
support for institutions. 
 
University of California . The 1960 Master Plan for Higher Education designates the UC as the 
primary state-supported academic agency for research. In addition, the UC is designated to serve 
students at all levels of higher education and is the public segment primarily responsible for 
awarding the doctorate and several professional degrees, including in medicine and law. 
 
There are ten UC campuses: Berkeley, Davis, Irvine, Los Angeles, Merced, Riverside, San 
Diego, San Francisco, Santa Barbara, and Santa Cruz. Nine of these are general campuses and 
offer undergraduate, graduate, and professional education. The San Francisco campus is devoted 
exclusively to the health sciences. The UC operates five teaching hospitals in Los Angeles, San 
Francisco, Sacramento, San Diego, and Orange counties. The UC has more than 800 research 
centers, institutes, laboratories, and programs in all parts of the state. The UC also provides 
oversight of one United States Department of Energy laboratory and is in partnerships with 
private industry to manage two additional Department of Energy laboratories. 
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The UC is governed by the Board of Regents which, under Article IX, Section 9 of the California 
Constitution, has "full powers of organization and governance," subject only to very specific 
areas of legislative control. The article states that "the university shall be entirely independent of 
all political and sectarian influence and kept free therefrom in the appointment of its Regents and 
in the administration of its affairs." The Board of Regents consists of 26 members, as defined in 
Article IX, Section 9, each of whom has a vote (in addition, two faculty members — the chair 
and vice chair of the Academic Council — sit on the board as non-voting members): 

 
• 18 regents are appointed by the governor for 12-year terms. 

 
• One is a student appointed by the Regents to a one-year term. 

 
• Seven are ex officio members — the Governor, Lieutenant Governor, Speaker of the 

Assembly, Superintendent of Public Instruction, president and vice president of the Alumni 
Associations of UC and the UC president. 
 

The Governor is officially the president of the Board of Regents; however, in practice the 
presiding officer of the Regents is the Chair of the Board, elected by the board from among its 
members for a one-year term, beginning each July 1. The regents also appoint its officers of 
general counsel; chief investment officer; secretary and chief of staff; and the chief compliance 
and audit officer. 
 
The following table displays the budgeted expenditures and positions for the UC, as proposed in 
the Governor’s budget. Of the amounts displayed in the table, $2.9 billion in 2014-15, 
$3.3 billion in 2015-16, and $3.4 billion in 2016-17 are supported by the General Fund. The 
remainder of funding comes from tuition and fee revenue and various special and federal fund 
sources. 
 
 

University of California  
Budgeted Expenditures and Positions 

(Dollars in Millions)  

 2014-15 2015-16 2016-17 
Personal Services $11,147 $11,715 $12,285 
Operating Expenses 
and Equipment 

$16,709 $17,161 $17,490 

Total Expenditures $27,856 $28,876 $29,775 
    
Positions 96,008 96,872 9,687 
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California State University. The CSU system is comprised of 23 campuses, consisting of 22 
university campuses and the California Maritime Academy. The California State Colleges were 
brought together as a system by the Donahoe Higher Education Act of 1960. In 1972, the system 
became the California State University and Colleges; the name of the system was changed to the 
California State University in January 1982. The oldest campus, San Jose State University, was 
founded in 1857 and became the first institution of public higher education in California. Joint 
doctoral degrees may also be awarded with the UC. The program goals of the CSU are to: 

 
• Provide instruction in the liberal arts and sciences, the professions, applied fields that require 

more than two years of college education, and teacher education to undergraduate students 
and graduate students through the master's degree. 
 

• Provide public services to the people of the state of California. 
 

• Support the primary functions of instruction, public services, and student services in the 
University. 
 

• Prepare administrative leaders for California public elementary and secondary schools and 
community colleges with the knowledge and skills needed to be effective leaders by 
awarding the doctorate degree in education. 
 

• Prepare physical therapists to provide health care services by awarding the doctorate degree 
in physical therapy. 
 

• Prepare faculty to teach in postsecondary nursing programs and, in so doing, help address 
California's nursing shortage by awarding the doctorate degree in nursing practice. 
 

The CSU Board of Trustees is responsible for the oversight of the system. The board adopts 
rules, regulations, and policies governing the CSU. The board has authority over curricular 
development, use of property, development of facilities, and fiscal and human resources 
management. The 25-member Board of Trustees meets six times per year. Board meetings allow 
for communication among the trustees, chancellor, campus presidents, executive committee 
members of the statewide Academic Senate, representatives of the California State Student 
Association, and officers of the statewide Alumni Council. The trustees appoint the chancellor, 
who is the chief executive officer of the system, and the presidents, who are the chief executive 
officers of the respective campuses. 
 
The following table displays the budgeted expenditures and positions for the CSU, as proposed 
in the budget. Of the amounts displayed in the table, $2.76 billion in 2014-15, $3.03 billion in 
2015-16, and $3.15 billion in 2016-17 are supported by the General Fund. The remainder of 
funding comes from tuition and fee revenue and various special and federal fund sources. 
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California State University 

Budgeted Expenditures and Positions  
(Dollars in Millions)  

 2014-15 2015-16 2016-17 
Personal Services $4,081 $4,303 $4,373 
Operating Expenses 
and Equipment 

4,968 4,836 4,953 

Total Expenditures $9,049 $9,139 $9,326 
    
Positions 44,079 46,608 46,608 

 
Governor’s Proposal 
 
University of California 
 
Multi-Year Funding Plan . The Governor’s proposed budget includes a $125.4 million General 
Fund increase for the UC to support the Administration’s fourth installment of their four‐year 
investment plan in higher education. This plan, initiated in 2013-14, assumes additional General 
Fund support for the UC, the CSU, and Hastings College of the Law. 
 
For UC, the budget assumes no systemwide tuition and fee increases for resident undergraduate 
students, except for a $54 (five percent) increase in the Student Services Fee. The budget 
assumes UC will enroll 5,000 more resident undergraduates in 2016-17 and receive an associated 
$25 million ongoing augmentation in 2015-16, pursuant to the 2015 Budget Act. Additionally in 
May 2015, the Governor announced his intention to propose four percent General Fund increases 
for UC in 2017-18 and 2018-19. The Governor also proposed for UC to begin increasing tuition 
around the rate of inflation in 2017-18. 
 
Deferred Maintenance. The budget proposes $35 million one-time General Fund for deferred 
maintenance. Last year, the budget provided $25 million for this purpose, which UC distributed 
to campuses for projects ranging from roof repair to fire alarm replacements. UC recently 
compiled a list of deferred maintenance from its campuses, totaling $1.2 billion. UC asserts this 
list is not exhaustive and understates its total backlog. 
 
Energy Projects. The budget proposes $25 million one-time cap-and-trade funds for energy 
projects for UC. 
 
Pay Down Debts and Liabilities. The budget provides $171 million one-time Proposition 2 
funds to pay down the unfunded liability of the UC Retirement Plan. This is the second of three 
proposed payments from Proposition 2 to UC for this purpose. Consistent with the 2015 funding 
agreement, the UC Regents are expected to establish a retirement program that limits 
pensionable compensation consistent with the Public Employees’ Pension Reform Act of 2014, 
no later than June 30, 2016. 
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The Legislative Analyst’s Office developed the following charts that display the Governor’s 
January revenue assumptions and UC’s corresponding expenditure plan.  

 
University of California Budget  

(Dollars in Millions)  
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California State University 
 
Multi-Year Funding Plan. The Governor’s proposed budget includes a $148.3 million General 
Fund increase for CSU—to support the Administration’s fourth installment of their four‐year 
investment plan in higher education.  
 
For CSU, the budget proposes: (1) a $125.4 million unallocated augmentation identical to UC’s 
base increase, (2) an additional unallocated $15 million associated with savings from changes to 
the Middle Class Scholarship program made in 2015-16, and (3) $7.9 million for lease-revenue 
bond debt service. The Governor does not propose enrollment targets or enrollment growth 
funding and assumes no increase in tuition. 
 
Deferred Maintenance. The budget proposes $35 million one-time General Fund for deferred 
maintenance. Last year, the budget provided $25 million for this purpose, which CSU distributed 
to campuses for projects ranging from roof repair to fire alarm replacements. CSU has reported 
that it has roughly $2.6 billion in deferred maintenance needs, with nearly $2 billion for facilities 
and the remainder for campus infrastructure. 
 
Energy Projects. The budget proposes $35 million one-time cap-and-trade funds for energy 
projects for CSU. CSU states that it would fund several types of projects with this money, 
including mechanical retrofit projects ($18 million), such as replacing fan motors, insulation, 
boilers, and chilling systems, lighting replacement projects ($10.4 million), and projects to 
replace and improve energy information systems on campuses ($6.6 million). 
 
Precision Medicine. The budget proposes one-time $10 million over a three year period to the 
Office of Planning and Research to further research or develop precision medicine. Funding will 
be distributed through an interagency agreement between OPR and the Regents of the University 
of California, or an auxiliary organization of the California State University.  
 
The LAO developed the chart on the following page that displays the Governor’s January 
revenue assumptions and CSU’s corresponding expenditure plan.  
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California State University Budget 
(Dollars in Millions)  
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Segments’ Adopted Budget 
 
UC’s Budget Plan. As a part of the 2016-17 budget approved by the Regents in November of 
2015, UC requests additional funding above the Governor’s proposal. UC requests the following 
increases: 
 
• Graduate Student Enrollment - $6 million General Fund to enroll 600 more graduate 

students. As UC increases enrollment for undergraduates, it states that additional graduate 
students are needed to support faculty in the research mission of the University and to help 
with the teaching load associated with additional undergraduates. 
 

• Cap-and-Trade - $69.1 million in one-time cap-and-trade funds in 2016-17, which UC 
would match with $81 million of university funds, to reduce greenhouse gas emissions and 
reduce energy use in existing buildings to help support the UC’s commitment to become 
carbon neutral by 2025. UC proposes using this funding for energy efficiency improvements, 
solar installations, and biogas development, which seeks to convert agricultural waste into 
energy. 
 

• Transportation Research - $9 million over three years from the Public Transportation 
Account to augment the state contribution to the Institute for Transportation Studies. The 
Institute conducts research in five areas that the state has identified as critical, including 
climate change and infrastructure development. The institute currently receives less than 
$1 million from the state’s Public Transportation Account.  

 
CSU’s Budget Plan. As a part of the 2016-17 budget approved by the Board of Trustees, CSU 
requests additional increases above the Governor’s proposal. CSU requests the following 
increases: 
 
• Enrollment Growth - $110 million for funded three percent, or 10,700 FTES, enrollment 

growth, including undergraduate and graduate students. Under the Governor’s proposal, CSU 
would only be able to grow enrollment by one percent, or 3,565 FTES. This includes net 
tuition revenue adjustment, which is associated with increased enrollment. 
 

• Student Success and Completion Initiative - $50 million across the system, with an 
average allocation of $2.2 million per campus to prioritize investments to improve graduation 
rates, reduce achievement gaps, and increase the number of degree completions at CSU. 
 

• Facilities and Infrastructure Needs - $25 million ongoing for infrastructural renewal needs 
and improvements, such as technology network, building replacements/renovations, and debt 
service. 
 

• Cap-and-Trade - $55 million one-time to implement greenhouse gas and energy reduction 
projects. 

 
• Deferred Maintenance - $15 million one-time to address maintenance backlog. 
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Given that significant budget authority has been delegated to UC and CSU, the Legislature has 
historically relied on two primary budgetary control levers or “tools”— earmarks and enrollment 
targets — to ensure that state funds are spent in a manner consistent with the Legislature’s intent 
and that access is maintained. The use of these tools has also ensured a clear public record and 
transparency of key budget priorities. 
 
Earmarks. Historically, the annual budget act included a number of conditions on UC's and 
CSU's General Fund appropriations. These earmarks have varied over the years in keeping with 
the Legislature's and Governor's priorities at the time. Due to the Governor’s vetoes, earmarks 
for the UC and CSU were essentially eliminated from the budget acts of 2012, 2013 and 2014.  
 
Enrollment Targets. Historically UC’s and CSU’s budgets have been tied to a specified 
enrollment target. To the extent that the segments failed to meet those targets, state funding 
associated with the missing enrollment reverted to the General Fund. Since 2007-08, the state 
budget only twice included both enrollment targets and enrollment growth funding. This was 
largely due to difficult budget years in which the state reduced support for the universities, and in 
turn provided the universities with increased flexibility in how to respond. Though the state 
began to recover its fiscal footing in 2013-14, the Administration’s 2013-14, 2014-15, 2015-16 
budget proposals did not provide enrollment targets or enrollment funding, and instead gave the 
UC and CSU even greater flexibility in managing their resources to meet obligations, operate 
instructional programs most effectively, and avoid tuition and fee increases. However in the 
2015-16 Budget Act, the budget included language to provide UC $25 million in ongoing 
funding should UC increase resident undergraduate enrollment by 5,000 students by the 2016-17 
academic year, when compared to the 2014-15 academic year. Additionally, budget bill language 
for CSU stipulates that CSU increase their enrollment by 10,400 full-time equivalent students.  
 
Access. California students seeking to enter college continue to face obstacles. Since fall 2010, 
CSU has annually turned away more than 20,000 students who are eligible for entrance to a CSU 
campus, based on Master Plan criteria. (The Master Plan declares that any student finishing in 
the top one-third of their high school class is eligible for CSU.) When campuses or specific 
programs receive more eligible applicants than they have resources for, impaction occurs and 
campuses or programs restrict enrollment. For 2015-16, all programs are impacted at CSU 
Fullerton, CSU Long Beach, San Diego State University, San Jose State University, and Cal Poly 
San Luis Obispo. And while UC officials state that they are accepting all eligible high school 
students (those finishing in the top 12.5 percent of their class), three of UC's campuses – UC 
Berkeley, UCLA and UC San Diego - have recently enrolled fewer Californians than in the past 
as they have increased out-of-state and foreign enrollment.  
 
Completion. The Governor’s budget summary notes that fewer than one in five students who 
enter the CSU as freshman graduate in four years. In a recent report, the CSU indicate that four-
year graduation rates of first-time freshman Pell Grant students are 11 percent lower than their 
peers. Specifically only 11percent of first-time freshman Pell Grant students in the entering class 
of 2010 graduated in four years, compared with 22 percent to their peers. As noted in their 
budget request, the CSU have expressed a commitment to addressing this persistent challenge.  
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Legislative Analyst’s Office (LAO) Comments 
The LAO recently released “The 2016-17 Budget: Higher Education Analysis” which includes 
detailed information regarding the Governor’s higher education budget proposals. The LAO’s 
analyses of specific proposals such as UC’s unfunded pension liability and UC and CSU 
enrollment and academic quality and performance, will be discussed in detail when the 
subcommittee hears the related program area. 
 
Unallocated Base Augmentation. Similar to last year, the Governor provides each segment with 
an unallocated base augmentation that is not linked to a specific purpose. In general, the LAO 
raised serious concerns about the Governor’s overall budgetary and states this proposal makes it 
difficult to assess whether the augmentations are needed and whether any monies provided 
would be spent on the highest state priorities. According to the LAO, the Administration’s 
discretionary funding approach diminishes the Legislature’s role in key policy decisions and 
allows the universities to pursue their own interests rather than the broader public interest. The 
continued unallocated base increases at the UC and CSU dilute the role and authority of the 
Legislature in the budget process and, as a result, the Legislature will have difficulty assessing 
whether augmentations are needed and ultimately whether any monies provided would be spent 
on the highest state priorities. Linking funding with enrollment serves an important state purpose 
because it expresses the state’s priority for student access and connects funding with student-
generated costs. Despite these benefits, the Governor continues to disregard the state’s 
longstanding enrollment practices for UC and CSU.  
 
The subcommittee may wish to ask: 

 
• In their 2016-17 budget proposal, the UC Board of Regents requested an additional $6 

million General Fund to support growth in graduate student enrollment, which the board 
believes will help support the undergraduate student enrollment growth it is pursuing. Why 
does UC need additional funding for graduate students? What does the Administration think 
of this proposal? 

 

• CSU has reported that it added more than 10,000 full-time equivalent students in Fall 2015, 
when compared to 2014. Which campuses added students? Which CSU campuses are in the 
best position to increase enrollment going forward? 
 

• How many qualified students were not admitted to CSU in Fall 2015? Can CSU develop a 
referral process to ensure students understand which campuses and programs have openings? 

 
Staff Recommendation.  Hold Open.  
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Issue 2: Capital Outlay – Oversight  
 
Panel 

 
• Raghda Nassar, Budget Analyst, Department of Finance 
• Jason Constantouros, Fiscal & Policy Analyst, Legislative Analyst’s Office 
• Dan Feitelberg, Vice Chancellor for Planning and Budget, UC Merced  
• Elvyra San Juan, Assistant Vice Chancellor, Capital Planning, Design & Construction, 

California State University 
 
Background 
 
Prior to 2013-14 for UC and 2014-15 for CSU, the state funded construction of state-eligible 
projects by issuing general obligation and lease-revenue bonds and appropriated funding 
annually to service the associated debt. General obligation bonds are backed by the full faith and 
credit of the state and require voter approval. Lease-revenue bonds are backed by rental 
payments made by the segment occupying the facility and only require a majority vote of the 
Legislature. The debt service on both is repaid from the General Fund. State eligible projects are 
facilities that support the universities’ core academic activities of instruction and, and in the case 
of UC, research. The state does not fund nonacademic buildings, such as student housing and 
dining facilities. 
 
Chapter 50, Statutes of 2013 (AB 94, Committee on Budget) and Chapter 34, Statutes of 2014 
(SB 860, Committee on Budget), revised this method by authorizing UC and CSU, respectively, 
to pledge its state support appropriations to issue bonds for state eligible projects, and as a result 
the state no longer issues bonds for university capital outlay projects. The authority provided in 
AB 94 and SB 860 is limited to the costs to design, construct, or equip academic facilities to 
address: (1) seismic and life safety needs, (2) enrollment growth, (3) modernization of out-of-
date facilities, and (4) renewal of expansion of infrastructure to serve academic programs. SB 
860 also included the costs to design, construct, or equip energy conservation projects for CSU. 
Additionally, the state allows each university to pay the associated debt service and deferred 
maintenance of academic facilities using its state support appropriation.  
 
Under the new authority, UC and CSU are required to submit project proposals to the 
Department of Finance and the budget committees of the Legislature by September 1 for the 
upcoming fiscal year. By February 1, DOF is required to notify the Legislature as to which 
projects it preliminarily approves. The budget committees then can express any concerns with 
the projects to DOF. The DOF can grant final approval of projects no sooner than April 1 for the 
upcoming fiscal year. 
 
SB 81 (Committee on Budget and Fiscal Review), Chapter 22, Statutes of 2015, revised UC’s 
capital outlay authority to allow them to enter into contracts with private partners to finance, 
design, construct, maintain and operate state-eligible facilities. SB 81 also expanded the eligible 
uses of state support funds to include availability payments, lease payments, installment 
payments, and other similar or related payments for capital expenditures. For the Merced project, 
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SB 81 requires UC to use its own employees for routine maintenance, meaning the partner only 
would perform maintenance on major buildings.  
 
Governor’s Proposal 
 
On February 17th, the Department of Finance submitted letters to the Legislature listing one UC 
and 21 CSU projects DOF preliminarily approved. 
 
CSU’s 2016–17 capital outlay request includes 21 projects totaling $535 million. To pay for 
these projects, CSU would issue bonds worth $473 million in the coming year, and campuses 
would provide the remaining funds from their operating reserves. The projects include $194 
million for new facility space at eight campuses and $341 million for improvements and 
renovations to facilities and infrastructure at every campus across the system. CSU estimates the 
total debt service on these projects would range from $30 million to $47 million, depending on 
market conditions at the time the bonds are sold.  
 
The DOF preliminarily approved the following CSU capital outlay proposals: 
 

1. Statewide Infrastructure Improvements (PWC):  $138,291,000 for preliminary plans, 
working drawings, and construction of approximately 73 projects at 23 campuses. 
Projects include building systems modernization (plumbing, mechanical, and electrical), 
replacement of chillers, boilers, and HVAC systems, energy management upgrades, and 
Americans with Disabilities Act (ADA) upgrades. Campus reserves in the amount of 
$18,630,000 will fund various phases of the projects, for a total cost of $156,921,000. 
 

2. Monterey Bay Academic Building III:  $34,364,000 ($718,000 for a portion of working 
drawings and $33,646,000 for construction) to construct a new 50,800 GSF lecture and 
office building to address the need for additional capacity related to academic growth in 
the college of Arts, Humanities, and Social and Behavioral Sciences. Campus reserves in 
the amount of $500,000 will fund a portion of the working drawings phase of the project, 
for a total cost of $34,864,000. 
 

3. Dominguez Hills Center for Science and Innovation: $65,321,000 ($1,526,000 for 
working drawings, $60,547,000 for construction, and $3,248,000 for equipment) to 
construct a new 80,000 GSF science laboratory and classroom building to serve the 
biological, physical, and earth science disciplines. Campus reserves in the amount of 
$500,000 will fund a portion of the working drawings phase of the project, for a total cost 
of $65,821,000. 
 

4. Fullerton McCarthy Hall Science Renovation, Phase 1: $12,726,000 for construction, to 
address fire and life safety needs, ADA upgrades, and electrical upgrades. Campus 
reserves in the amount of $1,646,000 will fund preliminary plans and $393,000 will fund 
working drawings, for a total cost of $14,765,000. 
 

5. Humboldt Jenkins Science Hall Renovation:  $11,389,000 ($333,000 for preliminary 
plans and $11,056,000 for construction) to renovate and repurpose the building; updates 
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to the building systems will improve energy use and operating cost efficiency, and will 
address ADA deficiencies. Campus reserves in the amount of $368,000 will fund 
working drawings and $212,000 will fund equipment, for a total cost of $11,969,000. 
 

6. San Diego IVC North Classroom Seismic Renovation:  $2,022,000 ($58,000 for 
preliminary plans, $83,000 for working drawings, and $1,881,000 for construction) to 
renovate and upgrade the North Classroom Building on the IVC campus.  Seismic 
upgrades as well as ADA code deficiencies will be addressed. 
 

7. Chico Siskiyou II Science Replacement Building:  $73,651,000 ($2,606,000 for 
preliminary plans and $71,045,000 for construction) to construct a new building to 
replace the existing seismically deficient Physical Sciences Building.  The replacement 
building will include science classrooms, wet lab space, faculty office space, a data 
center, and a vivarium.  Campus reserves in the amount of $2,414,000 will fund working 
drawings and $4,521,000 will fund equipment for a total cost of $80,586,000. 
 

8. San Jose Science Replacement Building:  $2,755,000 for preliminary plans to build a 
replacement facility for the Biology and Chemistry Departments in the College of 
Science.  The facility will include wet laboratories, faculty offices, and graduate research 
space. 
 

9. Fresno Central Plant Replacement, Phase 1:  $23,087,000 ($1,428,000 for preliminary 
plans and $21,659,000 for construction) to replace the existing central plant components 
(chillers/boilers/cooling towers/HVAC systems) campus wide. Campus reserves in the 
amount of $5,601,000 will fund working drawings and $851,000 will fund equipment for 
a total cost of: $29,539,000. 
 

10. Fullerton Pollak Library Renovation, Phase 1:  Campus reserves in the amount of 
$12,748,000 ($320,000 for preliminary plans, $385,000 for working drawings, 
$11,295,000 for construction, and $748,000 for equipment) will renovate the entire first 
floor of the library, as well as the fourth and fifth floors of the south wing.  This campus-
funded project will be completed in four phases. 
 

11. Long Beach Student Success Building/Peterson Hall 2:  $38,156,000 for construction to 
renovate the building to provide space for academic advising, disabled student services, 
learning assistance, teaching lab spaces. The project will address seismic deficiencies (the 
building is currently rated a seismic level 5).  Campus reserves in the amount of 
$1,084,000 will fund preliminary plans, $1,355,000 will fund working drawings, and 
$2,762,000 will fund equipment for a total cost of $43,357,000. 
 

12. East Bay Library Seismic Renovation:  $50,255,000 ($1,541,000 for preliminary plans 
and $48,714,000 for construction) to renovate the East Bay library building.  The 
renovation will address seismic deficiencies; upgrade fire and life safety systems, and 
building system renewals.  The facility is currently rated a seismic level 6.  Campus 
reserves in the amount of $1,571,000 will fund working drawings and $3,000,000 will 
fund equipment for a total cost of $54,826,000. 
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13. Stanislaus Library Seismic Renovation:  $3,539,000 ($1,841,000 for preliminary plans, 

$1,728,000 for working drawings) to renovate the library building. The renovation will 
address seismic deficiencies, upgrade fire and life safety systems, ADA compliance, and 
will upgrade plumbing and mechanical equipment.  The facility is currently rated a 
seismic level 5. 
 

14. Northridge Sierra Hall Renovation, Phase 1:  $1,867,000 for preliminary plans to 
renovate the instructional lab building.  The renovation will be completed in two phases; 
phase 1 will reconfigure and modernize lecture space and teaching labs.  The renovation 
will also address ADA and fire and life safety deficiencies.  Campus reserves in the 
amount of $1,862,000 will fund working drawings, for a total cost of $3,729,000. 
 

15. San Diego Utilities Upgrade, Phase 1:  Campus reserves in the amount of $1,730,000 will 
fund the preliminary plans phase of this project, to correct campus utility infrastructure 
deficiencies.  Upgrades will be made to campus electrical systems, chiller plant systems, 
steam lines, and steam boilers. 
 

16. Sacramento Utilities Infrastructure, Phase 1:  $3,724,000 ($1,996,000 for preliminary 
plans and $1,728,000 for working drawings) for the first phase of utilities infrastructure 
improvements.  Improvements will upgrade and extend the storm water collection 
system, irrigation pumps, natural gas distribution system, chilled water system, and the 
domestic water distribution system.  
 

17. Channel Islands Gateway Hall:  $1,983,000 for the preliminary plans phase of a new 
project to renovate and expand the facility.  The project also includes the demolition of 
hospital wings on the north side of the campus.  Expansion will add 56,900 square feet of 
space to accommodate 1,485 full-time students and 80 faculty offices. 
 

18. Los Angeles JFK Library Seismic Renovation:  $1,900,000 for the preliminary plans 
phase of a new project to renovate the library and correct seismic deficiencies. The 
facility is currently rated a seismic level 5. 
 

19. Maritime Academy Learning Commons:  $1,458,000 ($708,000 for preliminary plans 
and $750,000 for working drawings) to construct a new 50,000 square foot building that 
will connect to the existing campus library to allow for the expansion of enrollment and 
programs. 
 

20. Sonoma Professional Schools Building:  $2,306,000 ($1,125,000 for preliminary plans 
and $1,181,000 for working drawings) to construct a new 62,300 square foot building to 
house professional disciplines of business administration, education, and nursing.  The 
project will include lecture space to accommodate 513 full-time students and 100 faculty 
offices. 
 

21. Bakersfield Humanities Classroom:  $4,386,000 ($109,000 for preliminary plans and 
$4,277,000 for construction) to construct a 6,700 square foot addition to the Humanities 
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Office Building complex.  The addition will allow the campus to accommodate the 
general lecture requirements of the undergraduate degree program by utilizing larger 
classrooms with 120 or more stations, as opposed to multiple smaller classrooms with 20-
30 stations. Campus reserves in the amount of $143,000 will fund working drawings and 
$72,000 will fund equipment for a total cost of $4,601,000.  
 

UC capital outlay project preliminarily approved for 2016-2017. The DOF preliminarily 
approved one UC capital outlay projects totaling $527 million in 2016-17, including 
$400,000,000 from external financing and $127,300,000 from developer funding 

• The Merced—State 2020 Project:  $527,300,000 total costs ($18,857,000 for preliminary 
plans, $43,999,000 for working drawings, $428,343,000 for construction, and 
$36,101,000 for equipment). The Merced—State 2020 Project will include instructional, 
research, and academic office space, an enrollment center, and campus operations. This 
project is part of the larger comprehensive Merced 2020 Project (totaling $1.1 billion) 
that will accommodate enrollment growth from the current 6,200 students to 10,000 
students by the year 2020, allowing the campus to attain self‐sufficiency. The annual cash 
flow requirement to fulfill the Merced 2020 Project obligations for state eligible facilities 
is estimated to be $47 million (and $58 million for non-state eligible facilities). UC 
anticipates financing its payment obligations from several different sources, including 
revenue generated by campus auxiliaries, other campus revenue and fee sources, and its 
General Fund support appropriation. 

 
Proposed New Space and Cost for UC Merced Project 

(Dollars in Millions)  
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UC Proposes to Deliver Project Using Public–Private Partnership. Under the partnership, the 
partner would design and construct the facilities. As noted above, UC would issue $400 million 
in bonds for construction of the state–eligible facilities. The partner would finance the remaining 
$127 million for these facilities. Under the contract, UC would pay the partner for the 
construction costs in three installments upon completion of certain construction milestones. UC 
states that this payment schedule would provide an incentive for the partner to complete 
construction without delays.  
 
Annual Ongoing Costs. The LAO notes that that the UC’s annual ongoing costs for the project 
would initially total $47 million, specifically  UC would cover annual debt service on the bonds 
it issued for state–eligible facilities ($21 million) and would perform annual routine maintenance 
on the new facilities ($7.3 million). In addition, UC would make annual payments to the partner 
for the partner’s financing costs ($13 million) and for the partner to perform maintenance on 
major building systems ($5.4 million). UC indicates that the contract it plans for the partnership 
would allow it to reduce or withhold these payments if the facilities do not meet certain 
operational standards. For example, if a facility were to shut down and no longer be available for 
use, UC could withhold funding from the partner. In 2055, UC would assume full responsibility 
for the operation and maintenance of the facilities.  
 
Legislative Analyst’s Office Comments  
The Legislative Analyst’s Office recently released a report, “Review of the UC’S Merced 
Campus Expansion Proposal,” which includes detailed information regarding the UC Merced 
proposal and issues for legislative consideration.  
 
Enrollment Considerations. UC cites enrollment growth as the key justification for expanding 
the Merced campus, and LAO notes that the Legislature may wish to consider the appropriate 
enrollment growth UC should undertake. Student demand varies by campus, with Berkeley, Los 
Angeles and San Diego receiving the most applicants. In order to accommodate all eligible 
applicants UC traditionally redirects some eligible students to UC Merced. The 2015-16 budget 
set an expectation that UC enroll 5,000 more undergraduate resident students in 2016-17 than in 
2014-15. The 2015-16 budget made a $25 million augmentation contingent on meeting this 
enrollment expectation. UC plans to meet these expectations, and accordingly, UC Merced is 
expected to increase enrollment by 450 students. 
 
LAO notes that over 40 percent of the proposed state-eligible space and over 50 percent of the 
estimated state construction cost is for new research facilities. Increasing research activities 
increases cost because it increases the campus’s overall space needs and research space is the 
costliest type of space to construct. The LAO suggests that the Legislature could prioritize the 
construction of instructional space, including teaching laboratories, enabling the campus to 
continue to continue accommodating more student and reducing cost.  
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Procurement Method and Costs Considerations. UC asserts that a private partner could 
develop innovative construction and maintenance practices that would produce long–
term savings relative to a design–bid–build or design–build procurement method. Although these 
savings are plausible, LAO notes savings are highly uncertain because the state has entered into 
only a few partnerships and evidence from other states is limited. The partner will face higher 
interest rates than UC when issuing debt, thereby increasing financing costs for the project. In 
LAO’s view, UC has not been able to provide sufficient evidence that construction and 
maintenance costs would be low enough under a public–private partnership to outweigh the 
likelihood of increased financing costs. Therefore, LAO notes that savings from public–
private partnership are uncertain.  
 
Although UC asserts that a public–private partnership would transfer risks associated with the 
construction and operations of a facility onto the private partner, the partner most likely will 
factor these risks into its bid. As public–private partnerships tend to entail complex legal 
contracts, with each side attempting to minimize risk, disputes are common. For this project, 
future disputes between UC and the partner over the terms of the contract could be numerous and 
serious. For instance, UC could experience costly disputes with the partner if the contract fails to 
address an unforeseen issue or lacks clarity on a specific performance metric. Such disputes have 
occurred in other public–private partnership projects in California and created increased costs for 
the state agencies involved in the disputes. 
 
Improve Maintenance. Under the proposal, UC would be contractually obligated to provide 
ongoing payments to the partner to maintain the project’s facilities. The contract also would 
require the partner to maintain a reserve account to ensure that funding is available for scheduled 
facility renewal. A stable budget for maintenance could prevent the campus from accumulating a 
large deferred maintenance backlog. 
 
Staff Comments: The Governor’s approach was a dramatic departure from how UC and CSU 
capital outlay has been historically addressed. The Administration indicated the motivation for 
combining the universities’ support and capital budgets was to provide universities with 
increased flexibility, given limited state funding. However, the Administration did not identify 
specific problems with the previous process used or any specific benefits the state might obtain 
from the new process.  
 
Project Prioritization. The change occurred without any analysis of ongoing need, not only for 
capital outlay but also deferred maintenance at existing buildings, and for campuses that might 
be needed in the future. While UC only has one proposed project this year, LAO notes that 
UCOP does not have a process for prioritizing projects across campuses, and gives campuses 
broad discretion to set their own capital priorities. Whereas, the CSU Chancellor’s Office 
performs assessments and ranks projects on behalf of all campuses, giving priority rankings to 
projects that mitigates risks associated with campus or partial campus shutdown. However, some 
ambiguity remains with CSU’s prioritization of other projects included in its capital outlay 
request. For example, some projects do not appear to be associated with mitigating risks of a 
campus shutdown. Additionally, the Department of Finance also notes they do not provide UC 
and CSU guidance on how to prioritize their capital outlay projects. Lastly, the Legislature does 
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not have a system to prioritize projects within each higher education segment and among all 
higher education segments. Last year, the LAO recommended the state set priorities for projects 
to provide more guidance to segments. For example, the Legislature could state its priorities for 
funding projects in a certain order, such as (1) life safety, (2) seismic corrections, (3) 
modernization, and (4) program expansions.  
 
Timeline for Review. As noted above, statute requires DOF to notify the Legislature as to which 
projects it preliminarily approves by February 1. The budget committees then can express any 
concerns with the projects to DOF, and DOF can grant final approval of projects no sooner than 
April 1 for the upcoming fiscal year. However, DOF submitted the preliminary approved list on 
February 17, 2016, past the statutory deadline. The subcommittee may wish to request an 
extension on the timeframe for legislative review.  
 

The subcommittee may wish to ask: 

• Regarding the UC Merced 2020 Project, why does UC believe a public-private 
partnership is the appropriate method to construct and operate new buildings? Will UC 
seek state funding for the $47 million annual payment associated with this project once it 
is completed in 2020? Is UC considering other public-private partnerships? 
 

• How does UC prioritize capital outlay projects? 
 

• Based on the Governor’s budget, how is CSU prioritizing capital outlay projects?  
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6110 DEPARTMENT OF EDUCATION  
6870 CALIFORNIA COMMUNITY COLLEGES  
 
Issue 1: Adult Education Block Grant  
 
Panel I: 

• Natasha Collins, Legislative Analyst’s Office 
• Jessica Holmes, Department of Finance 
• Debra Brown, California Department of Education 
• Debra Jones, California Community Colleges 

 
Panel II: 

• Bill Bettencourt, Principal, Placer School for Adults 
• Susan Yamate, Director, San Diego Adult Education Regional Consortium 

 
Background: 
 
Adult Education Block Grant. The 2015-16 Budget Act provided $500 million in ongoing 
Proposition 98 funding for the Adult Education Block Grant (AEBG) and budget trailer bill, AB 104 
(Committee on Budget and Fiscal Review), Chapter 13, Statutes of 2015,contained implementing 
statute. This new program built on two years of planning to improve and better coordinate the 
provision of adult education by the Chancellor of the California Community Colleges and the 
Superintendent of Public Instruction. Under the restructuring effort, regional consortia, made up of 
adult education providers, formed to improve coordination and better serve the needs of adult learners 
within each region. 
 
There are currently 71 regional consortia with boundaries that coincide with community college 
district service areas. Formal membership in consortia is limited to school and community college 
districts, county offices of education (COEs), and joint powers agencies (JPAs). Each formal member 
is represented by a designee of its governing board. With input from other adult education and 
workforce service providers, such as local libraries, community organizations, and workforce 
investment boards, the consortia developed regional plans to coordinate and deliver adult education in 
their regions. Only formal consortia members may receive AEBG funding directly. However, under a 
regional plan, funds may be designated for and passed through to other adult education providers 
serving students in the region.  
 
Consortia Governance Structures. To be eligible for AEBG funds, regional consortia are required to 
establish a governance structure, however statute does not specify the type of governance structures 
consortia must adopt, instead providing flexibility for local decision-making. The chancellor and 
superintendent must approve the governance structure of each consortium. Of the 71 consortia, 53 
currently indicate a governance structure of one vote per member. The chart below describes the 
governance structures that consortia have adopted. 
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Voting Power for Regional Consortia in 2015-16 
Number of 
Consortia 

Percentage of 
Consortia 

One vote per member (1:1) 53 75% 
Modified 1:1 – additional votes for community colleges 7 10% 
Modified 1:1 – additional votes for larger member institutions 5 7% 
Modified 1:1 – additional votes for members with MOE funds 3 4% 
No assigned voting power due to consensus model 3 4% 

                                  
According to California Department of Education (CDE) and the California Community Colleges 
Chancellor’s Office (CCC), seven consortia are in the process of revising their governance structure 
for 2016-17. 
 
Instruction Authorized in Seven Areas. Block grant funds may be used for programs in seven adult 
education instructional areas: 
 

1) Elementary and secondary reading, writing, and mathematics (basic skills). 
 

2) English as a second language and other programs for immigrants. 
 

3) Workforce preparation for adults (including senior citizens) entering or re-entering the 
workforce. 
 

4) Short-term career technical education with high employment potential. 
 

5) Pre-apprenticeship training activities coordinated with approved apprenticeship programs. 
 

6) Programs for adults with disabilities. 
 

7) Programs designed to develop knowledge and skills that enable adults (including senior 
citizens) to help children to succeed in school. 

 
Consortia Funding. The 2015-16 Budget Act provided $500 million in ongoing Proposition 98 
funding to regional consortia.  In 2015-16, $337 million of this funding was distributed based on a 
maintenance of effort amount for school districts and COEs that operated adult education programs in 
2012-13 and subsequently became members of regional consortia. Each of these providers received the 
same amount of funding in 2015-16 as it spent on adult education in 2012-13. The remainder of the 
funds were designated for regional consortia based on each region’s share of the statewide need for 
adult education as determined by the chancellor, superintendent, and executive director of the State 
Board of Education. In determining need, statute requires these leaders to consider, at a minimum, 
measures related to adult population, employment, immigration, educational attainment, and adult 
literacy. The CDE and CCC report that need-based funding in 2015-16 for consortia was $158 million, 
with $5 million not yet allocated and set-aside for the potential expansion of consortia. 
 
Beginning in 2016-17, the CCC and CDE will distribute block grant funding based on (1) the amount 
allocated to each consortium in the prior year, (2) the consortium’s need for adult education, and (3) 
the consortium’s effectiveness in meeting those needs. If a consortium receives more funding in a 
given year than in the prior year, each member of the consortium will receive at least as much funding 
as in the prior year. The CCC and CDE report that the preliminary 2016-17 fiscal year allocation 
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schedule, to be released in March, 2016, will reflect the provision of the same amount of funding to 
consortia as provided in the 2015-16 fiscal year. 
 
AB 104 authorized each consortium to choose a fiscal agent to receive state funds and then distribute 
funding to consortium members, or to opt out and have members receive funds directly. The current 
distribution of fiscal agents, as of March 2016, includes, 12 K-12 districts, 48 community college 
districts, three county offices of education, and nine consortia that opted instead for direct funding 
from the state. 
 
Data and Reporting. In the 2015-16 Budget Act, the CCC and CDE were provided $25 million 
Proposition 98 funds to identify common measures for determining the effectiveness of the consortia in 
providing quality adult education. AB 104 specified that, at a minimum, the chancellor and 
superintendent accomplish both of the following: 
 

• Define the specific data that each consortium shall collect. 
 

• Establish a menu of common assessments and policies regarding placement of adults in 
education programs that measure the educational needs of adults and the successfulness of the 
provider in meeting those needs. 

 
Of the total data allocation, 85 percent is available for grants to establish systems or obtain necessary 
data and 15 percent is available for grants for development of statewide policies and procedures related 
to data collection and reporting, or for technical assistance to consortia.  The CDE and CCC have not 
yet awarded grants or expended any of the $25 million. 
 
Legislative intent language also specifies that the chancellor and superintendent work together to enter 
into agreements between their two agencies and other agencies, including the Education Development 
Department and the California Workforce Investment Board. 
 
Report on Progress: 
 
AB 104 required the chancellor and Superintendent to report on the progress made towards defining 
specific data collected, establishing menus of common assessments and policies, and enacting data 
sharing agreements to be submitted by November 1, 2015. The statutory requirements and report 
responses are compared below: 
 

1. Requirement: Identify the specific data that each consortium shall collect. 
 
Report Response: An interim reporting tool has been created on the Adult Education Block 
Grant website for consortia to enter data required by AB 104, plus data on the number of adult 
students transitioning from the K-12 system to the community college system.  This system 
will also require consortia to report expenditures by program area. The required information 
under AB 104 is as follows: 
 
1. How many adults are served by members of the consortium. 

 
2. How many adults served by members of the consortium have demonstrated the following: 

 
o Improved literacy skills. 
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o Completion of high school diplomas or their recognized equivalents. 

 
o Completion of postsecondary certificates, degrees, or training programs. 

 
o Placement into jobs. 

 
o Improved wages. 

 
• Specific data elements already identified in the final planning report required last spring 

in statute (AB 86 (Committee on Budget), Chapter 43, Statutes of 2013), that should be 
collected are: 
 
o Student headcount for each academic term and year by provider, aggregated into 

statewide and consortium totals and disaggregated by age, gender, and race/ethnicity. 
 

o Fulltime equivalent students/average daily attendance of each of the five 
instructional areas, in total and by course sections. 
 

o Degrees/certificates attained. 
 

o Learning gains (i.e. test scores or advancing to a higher instructional levels. 
 

o Employment outcomes (e.g. entered employment, retained employment, and wage 
gains). 
 

o Transition to postsecondary education or training. 
 

• The CDE and CCC have examined the student identifiers that are used in the K-12 system 
(Statewide Student Identifiers) and the community college system (social security 
numbers).  Other potential identifiers are the Individual Taxpayer Identification number and 
the California Driver’s License number.  A decision to align identifiers or collect either of 
the potential additional identifiers has not been made and would require changes to the data 
systems being used by CDE and CCC.   
 

• The CCC and CDE have also identified that a centralized clearinghouse is needed to track 
student outcomes within and across both systems. 

 
2. Requirement: Establish a menu of common assessments and policies regarding placement of 

adults in education programs that measure the educational needs of adults and the 
successfulness of the provider in meeting those needs. 
 
Report Response: Within consortia, local providers are aligning assessments to ease the 
transition between programs or into the workforce. The CCC and CDE identified the 
assessments used by both the adult education and the CCC system.  These include: 

 
• Comprehensive Adult Student Assessment System  (K-12 adult education, CCC who 

receive federal Title II or WIOA funds). 
 

• Test of Adult Basic Education (CCC and K-12). 
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• General Assessment of instructional Needs (CCC and K-12). 
 

• Basic English Skills Test for Literacy (CCC and K-12). 
 

• Common Assessment Initiative – under development (CCC). 
 

The CCC and CDE have not yet identified work readiness assessments used by providers. The 
report also did not included data on state or consortia-specific policies regarding the placement 
of adults. 

 
3. Requirement: Development of memorandums-of-understanding (MOUs) for the purposes of 

data sharing. 

 

Report Response: There are MOUs between CCC and CDE that allow for the matching of 
students between the CDE’s CALPADS system and CCC’s data system.  CDE and CCC are 
also working on MOUs with the Employment Development Department to enable the 
identification of wage data.   

 
Member Effectiveness Data. AB 104 also required the CCC and CDE to identify specific metrics on 
member effectiveness.  CDE and CCC recently identified the following metrics: 
 

• Each member must participate in completing and updating the Annual Plan Template. 
• Adult Education Block Grant member funds must be expended in the seven program areas, and 

services provided must be consistent with the plan. 
• Each member must participate in completing and updating the 3-year Consortia Plan, including 

any amendments. 
• Member expenditures of Adult Education Block Grant funds must match the objectives and 

activities included in the Annual Plan. 
• Members participate in consortium/public meetings. 
• Members participate in consortium final decisions. 
• Members report student level enrollment data and outcomes for mid-year and final reporting. 
• Members share information on programs offered, and the resources being used to support the 

programs. 
 
Coordination of Other Adult Education Fund Sources. AB 104 requires the state to coordinate 
funding of two federal adult education programs, the Adult Education and Family Literacy Act, also 
known as Workforce Innovation and Opportunity Act (WIOA) Title II, and the Carl D. Perkins Career 
and Technical Education Act (Perkins), with state Adult Education Block Grant funding. WIOA Title 
II was reauthorization that became effective July 1, 2015, and funding is allocated by the CDE to 
numerous adult education providers, including adult schools, community colleges, libraries, and 
community-based organizations. The CDE distributes funding based on student learning gains and 
other outcomes. Perkins is ongoing federal funding allocated by CDE to schools, community colleges, 
and correctional facilities. This funding may be used for a number of career technical education 
purposes, including curriculum and professional development and the purchase of equipment and 
supplies for the classroom. Of these funds, 85 percent directly supports local career technical education 
programs and 15 percent supports statewide administration and leadership activities, such as support 
for career technical education student organizations. 
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The CCC and CDE are required to submit a plan to Department of Finance, the State Board of 
Education, and the Legislature by January 31, 2016 on the distribution of WIOA Title II and Perkins 
funds in alignment with AEBG funds. As of writing this agenda, CCC and CDE state the plan is still 
undergoing editing, however, they have provided the committee with a draft copy that anticipates these 
funds will continue to be allocated the same way as they have been allocated in the past.   
 
The CCC and CDE note that the reauthorization of WIOA Title II and Perkins may make changes in 
structure, goals and implementation of the acts, which could drive state-level changes for alignment 
purposes. Until reauthorization of the Carl D. Perkins Act, and until guidance for WIOA is released, 
the CDE and CCC have determined it is premature to change funding processes and will continue to 
allocate funds under the current structure and plan. Once WIOA Title II regulations are released and 
Perkins is reauthorized, CCCCO and CDE recommend reconstituting the Joint Advisory Committee on 
Career Technical Education to assist in the development of alternative methods of allocating multiple 
funding streams.  
 
Governor’s Budget Proposal 
 
The Governor’s budget proposal includes no changes to the funding amount of $500 million in 
ongoing Proposition 98 each year for the AEBG. 
 
The Governor proposes trailer bill language that modifies consortia decision-making procedures. 
Specifically, trailer bill language requires a consortium to consider input provided by pupils, teachers 
employed by local educational agencies, community college faculty, principals, administrators, 
classified staff, and the local bargaining units of the school districts and community college districts 
before making a decision. 
 
Staff Comments 
 
The first year of the AEBG has highlighted many successes among consortia, funding has been 
allocated and local governance and financing structures have been established. Most consortia have 
reported significantly increased collaboration among consortia members. However, staff continue to be 
concerned with slow progress on the development of systems for collecting and reporting data 
statewide. While the reports required in statute have been released or are in progress, it is difficult to 
determine what the chancellor and the superintendent have accomplished since the AB 86 cabinet 
report was released in Spring 2015.  Many of the same issues around data collection, student identifiers 
and assessments remain.   
 
Staff are also concerned that the $25 million allocated specifically to develop data systems remains 
unspent. These funds were specifically intended to address the lack of data consistency among the 
providers of adult education. Adult education is an area of education that can result in a variety of 
positive outcomes for students from employment, to additional education, to improved English 
language skills. The AEBG does not require a specific number of adult students to be served. As a 
result of the unique nature of adult education, accurate tracking of positive student outcomes is vital to 
determining the success of the AEBG program and the appropriate allocation of any future funding 
increases. The Legislature may wish to explore whether additional legislative direction is needed to 
align data systems to ensure reliable outcome indicators for adult education. 
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Finally, the CCC and CDE have noted in several reports that the anticipated WIOA Title II regulations 
and Perkins reauthorizations limit the CCC and CDE from making changes to disbursement and 
alignment of funds, and identifying and aligning common assessments. However, it is unclear if WIOA 
regulations will significantly change the current understanding of the law’s requirements. Further, the 
Perkins reauthorization and subsequent rulemaking process could take another several years. The 
Legislature may wish to require follow-up reporting from the CCC and CDE specifying which in areas 
they feel it is important to delay further progress on state coordination of federal funds, as well as 
common assessments, until WIOA’s (and later, Perkins)  final regulations are released and which state 
priorities they can move forward in the coming months. 
 
Subcommittee Questions 
 

1) What are the next steps that the CDE and CCC plan to take in the current year towards 
alignment of data to measure effectiveness and ensure positive outcomes for adult students? 
 

2) How is the CCC’s Common Assessment Initiative, currently under development, aligned with 
other assessments used by adult education providers? 

 
3) How are consortia directing programs to meet the needs of their regions?  What indicators of 

need are most useful for local planning purposes? 
 
Staff Recommendation  
 
Hold open pending May Revision funding projections. 
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Issue 2: K-14 Education Mandates  
 
Panel: 

• Rebecca Hamilton, Department of Finance 
• Dan Kaplan, Legislative Analyst’s Office 
• Debra Brown, California Department of Education 
• Dan Troy, California Community Colleges 

 
Background: 
 
The concept of state reimbursement to local agencies and school districts for state-mandated activities 
originated with the Property Tax Relief Act of 1972, SB 90 (Dills), Chapter 1406, Statutes of 1972, 
known as SB 90. The primary purpose of the act was to limit the ability of local agencies and school 
districts to levy taxes, however it also included provisions to require the state to reimburse local 
governments when they incurred costs as the result of state legislation. In 1979, Proposition 4 
(superseding SB 90) was passed by voters, amending the California Constitution to require local 
governments to be reimbursed for new programs or higher levels of services imposed by the state. In 
response to Proposition 4, the Legislature created the Commission on State Mandates (CSM) to hear 
and decide upon claims requesting reimbursement for costs mandated by the state. 
 
In the area of K-14 education, school districts, county offices of education (COEs), and community 
colleges, collectively referred to as local educational agencies (LEAs), can file mandate claims to seek 
reimbursement. Charter schools have filed mandate claims in the past and the CSM disapproved the 
claims stating that a charter school is voluntarily participating in the charter program and therefore 
their activities are not mandates. In addition, a charter school is not considered a school district under 
the Government Code sections that allow for the claiming of reimbursement. However, charter schools 
are required, as a course of operation, to provide some of the same programs, or higher levels of 
service for which other education agencies may file mandate claims and receive reimbursement. 
 
Mandate Reimbursement Process. A test claim must be filed within 12 months of the effective date 
of the activity. The CSM first determines whether an activity is a mandate. Generally, a new program 
or higher level of service for a local government may not be considered a reimbursable mandate if 1) it 
is a federally-required program or service; 2) it is the result of a voter-approved measure; 3) it is the 
result of an optional or voluntary activity; 4) it has offsetting saving or revenues designated for that 
purpose; or 5) the requirement was enacted prior to 1975. The test claim must include detailed 
information on the enacting statutes or executive orders, mandated activities, and costs incurred as a 
result.   
 
If the CSM determines the program or service to be a reimbursable mandate, the next step is for the 
CSM to approve “Parameters and Guidelines” that identify the eligible claimants, activities, costs, and 
time-period as needed for LEAs to file claims. The State Controller’s Office (SCO) then issues 
claiming instructions and LEAs file initial claims, followed by annual claims for reimbursement. The 
SCO reviews, approves, and audits a sample of claims. After the initial claims are filed for a 
reimbursable state mandate, the SCO aggregates these costs and provides a statewide cost estimate for 
adoption by the CSM. These statewide cost estimates are reported to the Legislature and used to 
estimate ongoing state mandate costs and the backlog of unpaid mandate claims.  
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The mandates reimbursement process has some identified shortcomings. The process often takes years 
for decisions to be reached, allowing potentially significant costs to accrue prior to initial claims and 
delaying a decision by the state to suspend or amend the requirements. Reimbursements under this 
process are based on actual costs; therefore LEAs may lack an incentive to perform required activities 
as efficiently as possible. In addition, reimbursement on an annual basis requires potentially significant 
bureaucratic workload for LEAs to keep required records for all of the various mandated activities. 
Also, depending on the amount of reimbursement available, not all LEAs may file a claim; those with 
less administrative capacity may simply absorb the costs of the mandate. The reverse is likely also 
true; LEAs with the necessary administrative resources may more aggressively pursue reimbursement, 
resulting in uneven funding for the same mandated activities.   
 
In order to simplify the process, in 2004 the state created the Reasonable Reimbursement Methodology 
(RRM). Rather than requiring LEAs to submit detailed documentation of actual costs, RRM uses 
general allocation formulas or other approximations of costs approved by the CSM. Only three school 
mandates currently have approved RRMs. 
 
Payment of Mandates. Over the years, as the cost and number of education mandates has grown, the 
state began to defer the full cost of education mandates for multiple years at a time, paying claims on 
an inconsistent schedule, mostly when one-time funds are available. After deferring payments for 
years, in 2006, the state provided more than $900 million in one-time funds for state mandates, retiring 
almost all district and community college mandate claims (plus interest) through the 2004-05 fiscal 
year. However on a regular ongoing basis, the state continues to defer the cost of roughly 50 education 
mandates, but still requires LEAs to perform the mandated activity by providing a nominal amount of 
money ($1,000) for each activity.  
 
There have been some attempts to force the state to pay mandate claims. For example, Proposition 1A, 
approved by the state’s voters in 2004, required the Legislature to appropriate funds in the annual 
budget to pay a mandate’s outstanding claims, “suspend” the mandate (render it inoperative for one 
year), or “repeal” the mandate (permanently eliminate it or make it optional). The provisions in 
Proposition 1A, however, do not apply to K-14 education. In addition, in 2008, a superior court found 
the state’s practice of deferring mandate payments unconstitutional, however constitutional separation 
of powers means the courts cannot force the Legislature to make appropriations for mandates.   
 
More recently the state has had significant one-time Proposition 98 funding available and has made 
sizeable payments towards the mandates backlog. After 2013-14, the LAO estimated that the mandates 
backlog reached a high of approximately $4.5 billion. The 2014-15 Budget Act, provided $450 million 
to pay K-14 mandates. The 2015-16 Budget Act, provided an additional $3.8 billion for mandates. In 
both of these years, the funds were not apportioned for specific claims, but provided on an equal 
amount per average daily attendance (ADA) for K-12 and per full time equivalent student (FTES) for 
community colleges. Charter schools were also included in the per ADA allocation although they do 
not have mandate claims. This payment methodology acknowledges that all LEAs and community 
colleges were required to complete mandated activities, but for a variety of reasons, not all LEAs and 
community colleges submitted claims. 
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Recent K-14 Mandate  

Recent Backlog Payments 

                                                                          2014 Budget Act        2015 Budget Act 

 K-12 Education (In thousands) $400,500  $3,205,137  
Per ADA Rate (In whole dollars) $67  $529  
  

 

  

Community Colleges (In thousands) $49,500  $632,024  
Per FTES Rate (In whole dollars) $45  $556  
    
Total (In thousands) $450,000  $3,837,161  

Does not account for leakage.  
Source: Department of Finance 

 

This payment methodology has a significant limitation in its ability to fully pay off remaining mandate 
claims. The per ADA and FTES methodology results in “leakage”, or the amount of the one-time 
payments that does not count against the mandate backlog because it was provided to LEAs or 
community colleges that did not submit claims or whose claims have already been paid off. As the 
state pays off more of the mandate backlog, the amount of leakage becomes more significant. With 
fewer LEAs that have remaining claims on the books, additional funding provided on a per ADA and 
per FTES basis has a diminishing return on reducing the backlog as the remaining claims become 
concentrated in those LEAs with high per-student claims. 
 
Remaining Mandates Backlog. The Administration roughly estimates that after the 2015-16 
payments are applied to the mandates backlog, the remaining balance of unpaid claims totals 
approximately $2.3 billion for K-12 mandates and close to $300 million for the California Community 
College mandates. This includes an estimate that the $3.8 billion provided in 2015-16 reduces mandate 
claims by approximately $2.8 million. However, the SCO has not yet applied this funding to claims, so 
actuals are not yet available. In addition, some mandates are currently involved in litigation and the 
SCO has not applied the CSM ruling on offsetting revenue pending completion of the lawsuit. The 
LAO takes into account pending litigation and adjusts the backlog down to $1.9 billion. The estimation 
of the actual amount of the backlog is complicated by a variety of factors, mandates claims continue to 
accrue on an annual basis, there is a lag in the SCO application of new one-time funds towards claims, 
and as a result in the calculation of leakage, claims continue to be subject to audit, and some statewide 
mandate costs are involved in litigation.   
 
Mandates Block Grant. As an alternative to the traditional mandates claims process and to help create 
more certainty for LEAs in the payment of mandates, in the 2012-13 budget, the state created two 
block grants for education mandates: one for school districts, COEs, and charter schools (for which 
some mandated activities apply) and another for community colleges. Instead of submitting detailed 
claims that track the time and money spent on each mandated activity on an ongoing basis, LEAs can 
choose to receive block grant funding for all mandated activities included in the block grant.  The 
mandates block grant does not reflect the actual statewide costs estimates for each included mandate. 
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Block Grant Funding and Participation. The 2015-16 budget includes a total of $251 million for the 
mandates block grants ($219 million for schools and $32 million for community colleges). Block grant 
funding is allocated to participating LEAs on a per-pupil basis, based on ADA or FTES. The rate 
varies by type of LEA and by grade span, due to the fact that some mandates only apply to high 
schools.  The per-pupil rates are as follows:  

 
• School districts receive $28.42 per student in grades K-8 and $56 per student in grades 9-12. 

 

• Charter schools receive $14.21 per student in grades K-8 and $42 per student in grades 9-12. 
 

• County offices of education (COEs) receive $28.42 for each student they serve directly, plus an 
additional $1 for each student within the county. (The $1 add–on for COEs is intended to cover 
mandated costs largely associated with oversight activities, such as reviewing district budgets.)  
 

• Community colleges receive $28 per student.  
 
Most school districts and COEs, and virtually all charter schools and community college districts, have 
opted to participate in the block grant. Specifically, in 2015-16, the LEAs participating in the block 
grant serve about 96 percent of LEAs, including charter schools, and 99 percent of ADA and 100 
percent of community college districts and FTES. 
 
New Education Mandates. New mandate claims continue to be filed on an ongoing basis and 
generally, once the CSM has adopted the statewide cost estimate, this amount is added to the mandates 
backlog. In addition, the state must make a determination about whether to add new mandates to the 
block grant and correspondingly increase the mandates block grant and by what amount. Finally, if the 
state is not going to suspend the mandate, generally a minimal appropriation of $1,000 is provided in 
the annual budget act towards the costs of the mandate. In the past, the mandates block grant has not 
been adjusted for low-cost mandates, but has been adjusted for high-cost mandates, such as the 
graduation requirements mandate, which results in an increase in the block grant in 2013-14 of $50 
million. 
 
The CSM approved a new mandate for the required technology, training, and internet access LEAs 
need to provide to administer the new California Assessment of Student Performance and Progress, 
beginning in 2013-14. While the CSM approved mandated activities for reimbursement in January 
2016, it will be some time before the CSM process results in a statewide cost estimate. 
 
Governor’s Proposal: 
 
The Governor proposes to provide $1.4 billion (1.3 billion for school districts, county offices, and 
charter schools, and $76 million for community colleges) in one–time discretionary Proposition 98 
funds. These funds would offset any existing mandate claims. Similar to prior years, this funding 
would be allocated on a per ADA and per FTES basis, with school receiving $214 per ADA and 
community colleges receiving $72 per FTES. LEAs can use their funds for any purpose, however the 
Governor includes language suggesting that school districts, COEs, and charter schools dedicate their 
one–time funds to implementation of Common Core State Standards, technology, professional 
development, induction programs for beginning teachers, and deferred maintenance and community 
colleges use their one–time funds for campus security, technology, professional development, and the 
development of open education resources and zero–textbook–cost degrees. 
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Providing funds on a per ADA and per FTES basis means that all LEAs, including charter schools and 
community colleges, would receive some funding, regardless of whether they had submitted mandate 
claims, or the dollar amount of their outstanding claims. As a result, the entire $1.4 billion will not 
offset the mandates backlog, but rather some lesser portion of the total, as determined by the SCO. The 
Governor estimates this amount to be approximately $786 million, leaving a remaining mandates 
backlog of approximately $1.8 billion.  
 
The Governor provides $219 million for the K-12 mandates block grant, reflecting a $1 million 
reduction for a decline in ADA and $33 million for the community colleges block grant, reflecting a $1 
million increase for new FTES estimates.  Per-pupil rates remain the same and there are no changes to 
the mandates included in the block grant. The Governor did not provide a COLA for the mandates 
block grant. 
 
The Governor also proposes trailer bill language that would require that costs used to determine a 
reasonable reimbursement methodology for a mandate are based on audited claims. 
 
LAO Analysis and Recommendations   
 
The LAO’s recent report, The 2016-17 Budget: Proposition 98 Analysis, analyzes the mandates 
backlog. The LAO found that many LEAs no longer have claims – 50 percent of school districts, 31 
percent of county offices of education, and 86 percent of community colleges. They also looked at the 
cost per student and found that it varied widely and there was no uniform reason why any LEA would 
still have claims, although county offices in general had larger per student claims than school districts. 
In particular the widespread differences are highlighted in looking at community college claims where 
remaining clams are concentrated – 90 percent in four community college districts, who represent just 
seven percent of FTES. 
 

Distribution of LEAs’ Outstanding Claims per Student 
 

 
Source: Legislative Analyst’s Office 
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The LAO notes that the prior years’ practice of paying mandate claims with a per ADA and per FTES 
amount for all LEAs did ensure that LEAs that did not claim for mandates because it was 
administratively burdensome or provided services at a lower cost were not disadvantaged compared 
with other LEAs. However, paying the full mandates backlog using this methodology is not 
reasonable, given the growing amount of leakage as remaining claims become more concentrated. 
 
The LAO recommends an alternative payoff methodology, providing $2.6 billion over the next few 
years. Under this plan, in exchange for a designated amount of one-time funding LEAs would be 
required to write-off remaining mandate claims.  School districts would receive $450 per ADA, equal 
to the median outstanding per-student school district and county office claim.  County offices would 
receive the greater of $1 million or $450 per ADA, plus $20 per each countywide ADA.  If all school 
districts and county offices choose to participate, the cost would be $2.4 billion for school districts and 
$160 million for county offices.  The LAO does not recommend making additional payments to charter 
schools as they do not have outstanding claims and were paid the same per-ADA rate as school 
districts in prior backlog payments, despite having to perform fewer mandated activities. The LAO 
also does not recommend making payments to community colleges as their remaining claims are so 
concentrated in a few districts.  While there may be LEAs that choose not to participate and 
community colleges that retain claims on the books, there will be relatively few remaining claims.  The 
state can continue to monitor the claims backlog over time as new mandates arise, and in future years 
when claims once again build up, can take a similar approach to retiring debt. 
 
The LAO also reviewed the Governor’s proposal for the mandates block grant and recommends that 
the Legislature apply the same COLA (0.47 percent) to the mandates block grant as is applied to other 
education programs, at an estimated cost of 1.2 million. The LAO notes that a COLA would ensure 
that the purchasing power of the mandates block grant is maintained and better reflect the costs of 
performing mandated activities.  
 
Staff Comments 
 
Significant progress has been made in paying down the mandates backlog over the past few years with 
the additional benefit that LEAs have received unrestricted one-time resources as the economy has 
recovered and they build back programs for their students.  However, during this same time period, 
there have been significant education reforms, including new academic content standards and 
assessments that have required significant professional development, instructional materials, and 
technology upgrades. While the Governor proposes language that suggests, but does not require, the 
expenditure of funds on identified priorities, the Legislature may wish to consider whether funds 
should be instead specifically targeted to priority areas, although the state would not be able to count 
those funds as reducing the mandates backlog. 
 
In addition, the payment of mandate claims has been inconsistent at best over the past decade.  The 
inequities in the mandates system are well documented and over time, some LEAs have amassed large 
amounts of claims on the books.  In 2012-13, the state created the mandates block grant and took a step 
towards preventing future backlogs of mandate claims totaling billions of dollars, with LEAs uncertain 
as to when they would be paid back for required activities. However the remaining backlog, created 
before the block grant, remains on the books and the Legislature may wish to consider alternative 
methods of paying the backlog off in a timely manner. 
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Subcommittee Questions 
 
1. Does the DOF have a response to the LAO’s alternative proposal? 
 
2. Does the LAO anticipate there will be sufficient one-time funds in future years to fund the entire 
$2.6 billion needed under their proposal if all LEAs participate? 
 
3. Why did the DOF not apply a COLA to the mandates block grant to retain the purchasing power of 
the grant? 
 
Staff Recommendation  
 
Hold open pending May Revision funding projections. 
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Issue 3: Proposition 39 Energy Efficiency Projects  

 
Description 
 
The California Clean Energy Jobs Act was created with the approval of Proposition 39 in the 
November 6, 2012 statewide general election. Under this act, specific proceeds of corporate tax 
revenues are allocated to the Clean Energy Job Creation Fund through 2017-18, and are available for 
appropriation by the Legislature for eligible projects to improve energy efficiency and expand clean 
energy generation. This item includes an update on projects that have been completed or are underway 
and the Governor’s proposal for the 2016-17 expenditure of funds. 
 
Panel: 

• Dan Kaplan, Legislative Analyst’s Office 
• Cheryl Ide, Department of Finance 
• Debra Brown, California Department of Education 
• Drew Bohan, California Energy Commission  
• Dan Troy, California Community Colleges 

 
Background: 
 
Proposition 39 changed the corporate income tax code to require most multistate businesses to 
determine their California taxable income using a single sales factor method. The increase in the state's 
corporate tax revenue resulting from Proposition 39, is allocated half to the General Fund and half to 
the Clean Energy Job Creation Fund for five fiscal years, from 2013‐14 through 2017-18. The Clean 
Energy Job Creation Fund is available for appropriation by the Legislature for eligible projects to 
improve energy efficiency and expand clean energy generation. For fiscal years 2013‐14 through 
2015-16 the state provided $973 million in Proposition 39 revenue for K-12 energy efficiency projects 
and planning, $124 million for community college energy projects, and $56 million for a revolving 
loan program to fund similar types of projects in both segments.  The state also provided smaller 
amounts to the California Workforce Investment Board and the California Conservation Corps. 
 
K-12 - Local Educational Agency Proposition 39 Award Program. SB 73 (Committee on Budget 
and Fiscal Review), Chapter 29, Statues of 2013, establishes that 89 percent of the funds deposited 
annually into the Clean Energy Job Creation Fund, and remaining after any transfers or other 
appropriations, be allocated by the State Superintendent of Public Instruction for awards and made 
available to LEAs for energy efficiency and clean energy projects. Minimum grant amounts were 
established for LEAs within the following average daily attendance (ADA) thresholds:  
 
• $15,000 for LEAs with ADA of 100 students or less.  

 

• $50,000 for LEAs with ADA of 100 to 1,000 students.  
 

• $100,000 for LEAs with ADA of 1,000 to 2,000 students.  
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The Energy Commission, in consultation with the Department of Education, the Chancellor's Office 
and the Public Utilities Commission, was required to develop guidelines for contracts with LEAs. The 
Energy Commission released these guidelines in December 2013.  
 
In order to receive an energy efficiency project grant, LEAs must submit an expenditure plan to the 
Energy Commission outlining the energy projects to be funded. The Energy Commission reviews these 
plans to ensure they meet the criteria set forth in the guidelines. The Department of Education 
distributes funding to LEAs with approved expenditure plans. LEAs can also request funding for 
planning prior to submission of the plan. The Department of Education notes that as of February 2016, 
1,646 LEAs have received planning funds and 516 have received energy project funds and the Energy 
Commission has approved $354 million in projects. 
 

K-12 Proposition 39 Energy Efficiency Funds 
For 2013-14 through 2015-16 fiscal years  

as of February 2016  
(dollars in millions) 

Total Allocation                 $   973.4  

  

Planning funds paid          $  (153.6) 

Energy projects paid   $  (338.2) 

Total Payments                             $ (491.8) 

    

Remaining balance                       $   481.6 

Source: Department of Education 



Subcommittee No. 1 March 10, 2016 

 

Senate Committee on Budget and Fiscal Review 18 

 

The types of projects approved for K-12 education are as follows: 

Project Type Count 
Percentage of 

Total 
Lighting 4,666 47% 

Lighting Controls 1,081 11% 
HVAC 1,683 17% 
HVAC Controls 1,007 10% 
Plug Loads 636 6% 
Generation (PV) 251 3% 
Pumps, Motors, Drives 219 2% 
Building Envelope 128 1% 
Domestic Hot Water 133 1% 
Kitchen 32 0% 
Electrical 15 0% 
Energy Storage 24 0% 
Pool 6 0% 
Power Purchase Agreements  4 0% 
Irrigation 3 0% 

Total Projects 9,888 100% 
Source: California Energy Commission 

California Community College Chancellor’s Office. SB 73 established that 11 percent of the funds 
deposited annually into the Clean Energy Job Creation Fund be allocated to the California Community 
College Chancellor’s Office to be made available to community college districts for energy efficiency 
and clean energy projects. 
 
In conjunction with the Energy Commission, the Chancellor's Office developed guidelines for districts 
as they plan to use Proposition 39 funds. Funding has been distributed to colleges on a per-student 
basis. In 2013-14, the Proposition 39 allocation was $36 per full-time equivalent students (FTES), $28 
per FTES in 2014-15, and $27 per FTES in 2015-16. The guidelines also sought to leverage existing 
energy efficiency programs, including partnerships most districts had with investor-owned utilities. 
These partnerships had been in existence since 2006, thus most college districts did not need to use 
Proposition 39 for planning; the planning was complete.  
 
According to the Chancellor's Office, for fiscal year 2015-16, $22.8 million of $32.7 million funding 
has been allocated for 130 projects. At least 80 percent of the projects approved in 2015-16 are 
expected to be installed by June 30, 2016 and closed out by September 1, 2017. The Chancellor's 
Office estimates annual system-wide cost savings of about $2.56 million from these projects. About 52 
percent of the projects were related to upgrading lighting systems to make them more energy efficient 
and 29 percent of the projects were related to heating, ventilation, and air conditioning projects 
(HVAC). The chart below indicates uses of the funding at community colleges in the first three years 
of Proposition 39. 
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Project Type  

2013-14 2014-15 2015-16 

Count 
Percentage of 

Year 1 
Projects 

Count 
Percentage 
of Year 2 
Projects 

Count 
Percentage 
of Year 3 
Projects 

Lighting 168 56.57% 102 43.97% 68 52.31% 

HVAC 55 18.52% 72 31.03% 38 29.23% 

Controls 45 15.15% 34 14.66% 11 8.46% 

Other 11 3.70% 4 1.72% 4 3.08% 

RCx 13 4.38% 6 2.59% 2 1.54% 

Technical 
Assistance 

3 1.01% 0 0.00% 0 0.00% 

Self- Generation 2 0.67% 2 0.86% 1 0.77% 

MBCx 0 0.00% 12 5.17% 6 4.62% 

Total Projects 297 100% 232 100% 130 100% 

 
The Chancellor’s office reports that in the first three years, community colleges have spent $94.2 
million on these projects and have achieved the following savings: 
 

• $12.4 million in annual energy costs savings 
 

• 65.6 kilowatt-hours annual savings 
 

• 1,402 therms annual savings  
 
From 2013 to 2016, the system spent $15.7 million of its Proposition 39 funding on workforce 
development programs related to energy efficiency. Workforce development funds have been used to 
purchase new equipment, create and improve curriculum, and provide professional development for 
faculty and support for regional collaboration. Specifically, 13,734 certificates, degrees, and energy 
certifications were awarded in energy-related fields, such as construction, environmental controls 
technology and electrical and electronics technology. 
 
The Governor’s proposed budget provides $45.1 million in Proposition 39 funding for community 
colleges in 2016-17. The Chancellor’s Office reported that a call for projects was issued to community 
college districts on January 8, 2016, and 63 of 72 districts have responded and provided preliminary 
project lists. The deadline to submit project applications with detailed costs and scope information for 
2016-17 is April 1, 2016.  
 
California Energy Commission Energy Conservation Assistance Act − Education Subaccount: 
Loan and Technical Assistance Grant Program. In 2013-14, $28 million was appropriated to the 
Energy Commission for the Energy Conservation Assistance Act − Education Subaccount. Of this 
amount, about 90 percent was to be made available for low‐interest or no‐interest loans. The remaining 
10 percent was to be transferred to the Energy Commission’s Bright Schools Program to provide 
technical assistance grants to LEAs and community colleges. The Bright Schools Program technical 
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assistance can provide American Society of Heating, Refrigerating and Air‐Conditioning Engineers 
(ASHRAE) Level Two energy audits to identify cost‐effective energy efficiency measures. The 
Governor's budget does not include additional funding for the Energy Commission revolving loan 
program.   
 
California Workforce Investment Board (CWIB).  SB 73 appropriates Proposition 39 funding to the 
CWIB each year to develop and implement a competitive grant program for eligible workforce training 
organizations, which prepares disadvantaged youth, veterans, or others for employment.  
 
California Conservation Corps. Funds have been allocated each year to the California Conservation 
Corps for energy surveys and other energy conservation‐related activities for public schools. 
 
Governor’s Proposal: 
 
The Governor's budget estimates $838 million in Proposition 39 revenue, based on projections by the 
Franchise Tax Board. Of this amount, one-half ($419 million) is dedicated, primarily to schools and 
community colleges, as follows: 
 

• $365.5 million and $45.2 million to K‑12 school and community college districts, respectively, 
for energy efficiency project grants. 
 

• $5.4 million to the California Conservation Corps for continued technical assistance to K‑12 
school districts. 

 

• $3 million to the California Workforce Investment Board for continued implementation of the 
job‑training program. 

 
Subcommittee Questions 
 
1) What types of projects have yielded the most energy savings for K-12 schools or community 
colleges?   
 
2) The K-12 projects in particular, have taken longer for completion. Do the CDE and CEC anticipate 
acceleration in the use of K-12 funds over the next year as LEAs move into completing projects? 
 
3) Projects vary by the size of a recipient and the state of their facilities. How have smaller recipients 
and those with unique needs, i.e. charter schools, used Proposition 39 funds? 
 
Staff Recommendation  
 
Hold open pending May Revision revenue projections. 
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6110 DEPARTMENT OF EDUCATION  
 
Issue 4: Career Technical Education Incentive Grant Program 

 
Panel: 

• Natasha Collins, Legislative Analyst’s Office 
• Amber Alexander, Department of Finance 
• Debra Brown, California Department of Education 

 
Background: 
 
The California Department of Education defines career technical education as a “….program of study 
that involves a multiyear sequence of courses that integrates core academic knowledge with technical 
and occupational knowledge to provide students with a pathway to postsecondary education and 
careers.” It further defines 15 industry fields for career technical education as noted in the table below: 
 

 

In recent years, career technical education has largely been operated through Regional Occupational 
Centers and Programs (ROCPs), which provide services for high school students over 16 and some 
adult students. According to the California Department of Education, approximately 470,000 students 
enroll in ROCPs each year.  Students may receive training at schools or regional centers. The provision 
of career technical education by ROCPs varies across the state and services are provided under the 
following organizational structures: 1) county office of education operates an ROCP in which school 
districts participate, 2) school districts participate in a joint powers agreement that operates an ROCP, 
or 3) a single school district operates an ROCP. Funding for ROCPS historically was on an hourly 
attendance basis, but is now provided under the LCFF. 

 
Prior to 2008-09, ROCPs received funding through a categorical block grant (approximately $450 
million Proposition 98 annually). However under the policy of categorical flexibility, school districts 
could use ROCP funds for any purpose through 2012-13. Commencing with the 2013-14 fiscal year, 
the state transitioned to funding K-12 education under the Local Control Funding Formula. This new 
formula eliminated most categorical programs, including separate ROCP funding, and instead provided 
school districts with a grade span adjusted per ADA amount based on the number and type (low 
income, English learner and foster youth students generate additional funds) of K-12 students. The 
high school grade span rate included an additional 2.6 percent increase over the base grant to represent 
the cost of career technical education in high schools; however, school districts are not required to 
spend this funding on career technical education. In order to protect career technical education 
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programs as the state transitioned to LCFF, the Legislature and the Governor enacted a maintenance-
of-effort requirement to ensure local educational agencies continued to expend, from their LCFF 
allocation, the same amount of funds on career technical education as they had in 2012-13 through the 
2014-15 fiscal year. 
 
New Career Technical Education Incentive Grant Program. In 2015-16, the Legislature and 
Governor responded to concerns that career technical education programs needed additional support 
outside of the LCFF in the short-term to ensure sustainability of quality programs by enacting the 
Career Technical Education Incentive Grant program. This grant program provides one-time 
Proposition 98 funding for each of 2015-16 through 2017-18 with a local matching requirement.  The 
funding amount and match requirement adjust each year, as follows: 
 

• 2015-16: $400 million, match requirement 1 : 1 (grant funding : local match) 
 

• 2016-17: $300 million,  match requirement 1 : 1.5 
 

• 2017-18: $200 million, match requirement 1 : 2 
 

Within the annual allocation, the funds are further subdivided in statute according to the following: 
 

• Four percent designated for applicants with average daily attendance (ADA) of less than or 
equal to 140. 
 

• Eight percent designated for applicants with ADA of more than 140 and less than or equal to 
550. 
 

• 88 percent designated for applicants with ADA of more than 550. 
 

School districts, charter schools, county offices of education, joint powers agencies, or any 
combination of these are invited to apply for these funds to develop and expand career technical 
education programs. Matching funds may come from Local Control Funding Formula, foundation 
funds, federal Perkins Grant, California Partnership Academies, the Agricultural Incentive Grant, and 
any other fund source with the exception of the California Career Pathways Trust. Grantees are also 
required to provide a plan for continued support of the program for at least three years after the 
expiration of the three year grant.  New grantees, or those that applied but did not receive funding in 
the initial year, may apply in later years. Additional minimum eligibility standards include:      
 

• Curriculum and instruction aligned with the California Career Technical Education Model 
Curriculum Standards . 

• Quality career exploration and guidance for students. 
• Pupil support and leadership development. 
• System alignment and coherence. 
• Ongoing, formal industry and labor partnerships. 
• Opportunities for after-school, extended day, and out-of-school work based learning. 
• Reflect regional or local labor market demands, and focus on high skill, high wage, or high 

demand occupations. 
• Lead to an industry recognized credential, certificate, or appropriate post-secondary training 

or employment. 
• Skilled teachers or faculty with professional development opportunities. 
• Data reporting. 
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